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ABSTRACT

“...commerce and manufactures gradually introducedr @aleé good

government and with them, the liberty and secuwftyndividuals, among the

inhabitants of the country, who had before livedaimontinual state of war

with their neighbors, and of servile dependencyrnufieeir superiors. This

though the least observe is by far the most importd all their effects

Adam Smith in his classic “Wealth of Nations” amggts the tone of this

paper on China-ASEAN relations.

Significant domestic developments in individual B@ast Asian states have

brought about new political, economic and socialllemges that necessarily impact

on the stability of the entire region. In genei@gutheast Asia remains beset with

widening economic and social inequities, unresolpetitical conflicts as well as

growing ethnic tensions, compounded by threateobtism and other transnational

crimes. At the same time, however, Southeast Asiaions have moved toward

greater cooperation under the ASEAN. The reseashmotivation for undertaking

this research topic is due to the fact that Chig&E=AN economic relations is an area

of considerable yet remains poorly understood,as wery fitting for her to embark

into a study that will take a closer look of theoking relations and implications to

the Philippines since the researcher is a citizeth® country which is an original

charter member of the ASEAN. The study was an ass&st of the China-ASEAN



cooperation and its implications to the Philippine3he paper is preceded by a

hypothesis that—"The better the level of relatidpsis between China and the

ASEAN as a regional block, the better the chanoe<China and the Philippines to

enhance not only its traditional relationship itatgral trade and investments, but also

the more contentious issue of amicably resolvirggSlouth China Sea conflict, more

specifically, the Kalayaan Group of Islands or $gsa’

The researcher used both descriptive and analdmaioach for the study. The

three data sources of the study were document seglynterview of key informants

and focused group discussions. The inputs werentdkem the results of the

document analyses and the interview of key infotrsian

The China-ASEAN relations are characterized as)@wic cooperation at first

hand. Such relationship has evolved through thesyé@®m economic to other

non-traditional areas of cooperation like secumyd conflict resolutions. Joint

agreements are signed between ASEAN member state<China with regard to

increased trade and settlement of political issres disputes. The Philippines as a

member state was able to optimize its gains inGhma-ASEAN relations with the

increase in bilateral trade and investments. Untimly the subsequent deepening of

engagement between China and the Philippines isiattytbeneficial to the two

countries national interests.
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CHAPTER |
INTRODUCTION
This chapter presents a brief background of the A$B&s a regional bloc and its
relationship with China. The research motivatiod atatement of the research problems
are laid down to ascertain the significance ofghper to the current developments in the

region.

A. Background

Globalization which became a buzzword in the 19®mterdependence did in the
1970s refers to real changes that are of fundarniempartance and which have profound
implications for politics, economics, military arehvironment. International relations
conducted by governments have been supplementedelayions among private
individuals, groups, and societies that can andchake important consequences for the
course of events.

Workings among nations towards regional cooperatiomevelopment and security
are not limited to intergovernmental organizatidng, also amongst groups outside of the
sphere of formal instrumentalities. The Associatid®South East Asian Nations (ASEAN)
members include the most vital economies in theredf not the world. Transportation
hubs, manufacturing zones, size of foreign investsjesource of vital raw materials,
markets, and other essentialities to the world esgncomes from the region. Asian

tigers and tiger cubs holds much of the world'grtibn as proven by the 1997 Asian

! Robert O. Keohane and Joseph H. Nye, @isvernance in a Globalizing Wor{#lVashington D.C.:
Brookings Institution Press, 2000), p. 1

2 James N. Rosena8tudy of Global Interdependence: Essays on Traimralization of World Affairs
(New York: Nichols Publishing Company, 1980), p. 1



Financial Crisis, the Asian economic flu that caliseagnation and, in some parts of the
world, recessiof. Figure 1 below shows the physical location of the membemtdes
and the strategic aggrupation of ASEAN vis-a-viglvpoints with the rest of the world

like China, South China Seas, Taiwan, Australialéoka.

=
Philippine
S5¢ea

PPRPINES

Indian Ocean

Scale 1102000, 000 a1 5N
Mherer oo

B ]

Figure 1: ASEAN MAP (Source: BIMP-EAGA, 2004)

Initially a loose association composed of MalayBiailippines and Indonesia called
MAPHILINDO, it evolved into ASEAN in 8 August 196When five leaders—the
Foreign Ministers of Indonesia, Malaysia, the Ripines, Singapore and Thailand—sat
down together in the main hall of the Departmerfafeign Affairs building in Bangkok,

Thailand and signed a document. By virtue of thatuinent, the Association of

% Cheng Bifan and Chia-Siow YUASEAN-CHINA Economic Relations: Developments inAA&&nd
China(Singapore: Institute of Southeast Asian Studi®g89})
* http://upload.wikimedia.org/wikipedia/ms/b/b7/BIMPAGA.jpg



Southeast Asian Nations (ASEAN) was bdihwas a short, simply-worded document
containing just five articles. It declared the bsthhment of an Association for Regional
Cooperation among the Countries of Southeast Asiaetknown as the Association of
Southeast Asian Nations (ASEAN) and spelled out d@mas and purposes of that
Association.

These aims and purposes were about cooperatidre irdonomic, social, cultural,
technical, educational and other fields, and in pmemotion of regional peace and
stability through abiding respect for justice ame tule of law and adherence to the
principles of the United Nations Charter. It stigeld that the Association would be open
for participation by all States in the SoutheastaAsregion subscribing to its aims,
principles and purposes. It proclaimed ASEAN agasgnting "the collective will of the
nations of Southeast Asia to bind themselves tegethfriendship and cooperation and,
through joint efforts and sacrifices, secure faitipeoples and for posterity the blessings

of peace, freedom and prosperity."

China is fast emerging as a regional juggernatdaist Asia. Its influence has grown
tremendously to a point that it would be consideasdabsurd to not even mention
relations between China and the other nations enrégion. Globalization has taken a
backseat in the regionalization that is fast engglthe world economies; the Americas
has the Organization of American States and NortteAca has the North American Free

Trade Agreement (NAFTA), Europe has the EuropearmotJi(EU) and the European

® Thanat Khoman. “ASEAN Conception and Evolution'tie ASEAN Reade(Singapore: Institute of
Southeast Asian Studies, 1992)

®S. Rajaratnam. “ASEAN: The Way Ahead” in tAEEAN ReadetSingapore: Institute of Southeast Asian
Studies, 1992)



Common Market both are fast moving towards an edpdmembership with the former
Soviet bloc states. Various other organizationsehawved far more progressive than the
World Trade Organization. The WTO, having beenletiaby the break down of the
Cancun round of negotiations, has been supersegdeddnomic regionalism. The once
oft quoted solution for the World’s economy to beegrated and interdependent has been

beaten by more favored regionalization by individe@nomies of the world.

Map of China

Locations of provinces,
autonomous regions
and municipalities.

JIP /-'}
“_— Inner Mnngolla [ R
— }.. .

_ . Gansu:,

£ o Wn{&:mwmdiangsu

Siﬁ'lllill c—-/:"HI..IbEI‘ﬁ{'hU| ) Tghal

S Al ihn
G EHQXIS‘ j -

Islands of South China Sea

Figure 2: MAP OF CHINA (Source: ATLAS 2005)
The extent of China’s role in the region has compiaplications not only for the
region but for the entire world. The world’s fastegowing economy tying up in
cooperation with the world’s fastest growing ecoimivioc can spell greater economic

growth and development in the region. As historg painted out, only two possible

" Richard StubbsASEAN Plus Three: Emerging East Asian Regional{Berkeley: University of
California, 2002)
8 http://www.chinacircle.biz/files/images/Map_of phithumbnail.jpg



outcomes can come out from events like these, reithe envied and feared or it is
inspiring and greatly emulated.

Before the 1990s, there was no official relatiopsbetween the ASEAN as a
grouping and China, although China had officiaatieins with certain individual ASEAN
member states on a bilateral basis. From the B89d, China intensified its efforts to
establish diplomatic relationship with all the remiag ASEAN states as the final step,
leading to its eventual official relationship withe ASEAN grouping.In his visit to
Thailand in November 1988, Chinese Premier Li Pangounced four principles in
establishing, restoring and developing relationghwall the ASEAN states. After
establishing diplomatic relations with the last AS¥ country—Singapore—in the late
1990, China pushed for official ties with the ASEAkbuping®

On 19 July 1991, Chinese Foreign Minister Qian @rchattended the opening
session of the 24th ASEAN Ministerial Meeting (AMM) Kuala Lumpur as a guest of
the Malaysian Government, where he expressed Ghingrest in cooperating with
ASEAN, particularly in the field of science and heology. The latter responded
positively. In September 1993, ASEAN Secretary-Gan®ato’ Ajit Singh visited
Beijing and agreed to establish two joint commgtesne on co-operation in science and
technology, and the other on economic and tradepepation. An exchange of letters
between the ASEAN secretary-general and the ChiRessgn Minister on 23 July 1994
in Bangkok formalized the establishment of the temmmittees. At the same time,

ASEAN and China agreed to engage in consultationpaditical and security issues at

° Ali Alatas. ASEAN Plus Three Equals Peace Plus ProspéBingapore: Institute of Southeast Asian
Studies, 2001)

19 Sheng LijunChina-ASEAN Free Trade Area: Origins, Developments Strategic Motivation{ISEAS
Working Paper: International Politics & Securitgles Series No. 1, 2003), p. 1



senior official level. In July 1996, ASEAN accord€tina full Dialogue Partner status at
the 29th AMM in Jakarta, moving China from a Cotative Partner, which it had been
since 1991

By early 1997, there were already five parallehfeavorks for dialogue between
China and ASEAN. China participated in a seriesafsultative meetings with ASEAN.
In December 1997, Chinese President Jiang Zemiratknlde ASEAN leaders had their
first informal summit (ASEAN Plus One) and issuedoat statement to establish a
partnership of good neighborliness and mutual tonginted towards the 21st century.
ASEAN-China trade has expanded rapidly, at an drgneavth rate of about 15 per cent
since 1995, and it jumped by 31.7 per cent in 2000S$54.77 billion. ASEAN is now
the fifth largest trade partner of China while Ghis the sixth of ASEAN?

China’s open push for the formation of a Free TrAdea (FTA) embracing China
and all the ten ASEAN members came at the ASEAN Fhree Summit in November
2000, where Chinese Premier Zhu Rongji proposad:tlie long term, China and the
ASEAN countries can also further explore the egghhient of a free trade relationship.”
He also proposed the creation of an expert growgeuthe framework of the China-
ASEAN Joint Committee of Economic and Trade Co-apen to study the feasibility of
the FTA®®

At a meeting of senior ASEAN and Chinese econonfiicials in Brunei in mid-
August 2001, China made a strong push, proposhif§reduction and other measures to
be phased in over seven years from 2003-2009. ASEANonded cautiously, proposing

a 10-year phase-in period without specifying atsigrdate. At the ASEAN-China

2 bid, p. 2
2 bid
3 bid, p. 3



summit in November 2001, Premier Zhu formally m#ue proposal for the formation of
a China-ASEAN FTA (CAFTA) in ten years. China o#drto open its own market in
some key sectors to the ASEAN countries five ydmfore they reciprocate. It would
also grant special preferential tariff treatment$ome goods from those less developed
ASEAN states, i.e., Cambodia, Laos and Myanthar.

ASEAN accepted this proposal and held several imafidonsultations with China
on the CAFTA before they jointly announced, at A8 AN-China Summit in Cambodia
in November 2002, the Framework Agreement on ASHEZANka Comprehensive
Economic Co-Operation as a legal instrument to gowgture ASEAN-China economic
cooperation. This Agreement covers cooperationoindg, services and investment and
other relevant areas. It lists guidelines, priresplscope and modalities for the FTA,
including early harvest and special and differdrteatment of new ASEAN members,
Laos, Cambodia, Myanmar and Vietnam, allowing tHima more years to join the FTA.
China accorded 3 non-WTO ASEAN members—Vietnam,sLaod Cambodia—the
most-favored-nation statds.

Formal talks on the CAFTA began in 2004, with theeiption year 2010 set for China
and the six original ASEAN states—Brunei, Indonedidalaysia, the Philippines,
Singapore and Thailand—and 2015 for the less dpedloASEAN members of
Cambodia, Laos, Myanmar and Vietnam. But an “eladgest” program of tariff cuts on
600 agricultural products would be launched immietiya This includes live animals,

meat, fish, dairy produce, live trees, vegetaltest, and nuts™®

14 i
Ibid, p. 4
15 Jing-Dong YuanChina-ASEAN Relations: Perspectives, Prospects|amications for U.S. Interests
(October 2006), pp. 4-6
% Sheng Lijun, p. 4



In all these expanded regional thrusts, the Philgghas taken an active role being a
major convener of ASEAN initiatives from the tintenias officially constituted up to the
present. In the context of geopolitics, the Repubf the Philippines stands at the
crossroads of the developed western world andrikato It lies in the heart of Southeast
Asia, stretching more than 1,840 kilometers fronrtinato south. An archipelago
composed of 7,107 islands with a coastline lendgtil 9460 km, the Philippines is
accessible to the different capitals of the wdfldit is part of the East Indies, a vast
island group laying south and east of Mainland Agigh Taiwan as its northeastern
coast along with Hong Kong, China and Borneo onsthgh as shown iRigure 3. On
its westward lie other Southeast Asian countrieshsas Singapore, Malaysia and
Thailand. It is about 100 miles south of Taiward @800 miles south of Mainland

China?®

Its unique location has made the Philippines aalidcommercial, intellectual and
cultural hub of Asia from the dawn of history. ftgee main islands are Luzon, Visayas
and Mindanao covering a total land area of 300,86@are kilometer with prominent
bodies of water—the Pacific Ocean on the eastSinath China Sea on the west and
north, and the Celebes Sea on the sbutffhe current population is pegged at 82.7
million (2005) with an average growth rate of 2.31&abor force participation of 68.9%

and employment rate of 86.3%.

7 pileen S.P Baviera. “Maritime Security in Southeasia and the South China Sea: A View from the
Philippines” in Strategidssues in Philippine-China Relations: Comprehemdingagement(Manila:
Philippine-China Development Resource Center, 200052.

'8 Aresenio A. Averilla. RP-China Relations and Their Implications to NatibiSecurity”. (National

" Defense College of the Philippines: Masters in dlal Security Administration Thesis, 1988), p. 17.
Ibid, p.28



Philippines

Figure 3: THE PHILIPPINE MAP (Source: OP HOME, 200%)

B. Research Motivation

The history of China and its Southeast Asian neaghlaluring the Cold War years
was one of both amity and animosity. Indonesia {((Ap®50) and Burma (June 1950)
were among the first few countries to recognizeReple’s Republic of China (PRC).
From the early 1950s until the mid-1960s, Beijingjoged an especially warm
relationship with Jakarta, most prominently disgldyn the 1955 Bandung Conference
of Asian-African Countries and continued during mmuxf President Sukarno’s reign.
Beijing also maintained a close relationship whk fellow communist regime in North

Vietham and rendered significant support to itssesuagainst France and the United

20 http://www.gov.ph/aboutphil/images/bigmap.gif



States from the 1950s to the 1970s, including szataterial and human assistarfce.

But China’s relationships with many Southeast Asi@n-communist states were
decidedly estranged. Concerns over potential thriean communism led some of them
to participate in and form alliance like regionaganizations with external powers—the
United States in particular—to protect their instse There were deep suspicions over
China’s motives and activities, especially as thedgited to the large number of overseas
Chinese residing in these countries. Beijing’s mublipport of the communist insurgents
in the region only reinforced their perceptions &ethtened their fears. Not surprisingly,
many of them did not establish diplomatic relatiomsh Beijing until the mid-1970s
(Thailand, Malaysia, and the Philippines). Othamy/mormalized ties with China in the
1990s (Singapore and Indonesia).

The Sino-U.S. rapprochement in the early 1970s tledthe establishment of
diplomatic ties between China and a number of ASEsAdes. The emerging Chinese-
ASEAN cooperation in the late 1970s ironically wasmpted largely by their shared
concerns over Vietnam’s growing assertiveness endtiempt to establish hegemony in
Indochina, in particular in the aftermath of itvasion of neighboring Cambodia. Being
on the frontline of the Cambodian conflict, Thadasought to develop security ties with
China. China also coordinated with ASEAN in seekmgolitical settlement of the
Cambodian issue and supported the latter's positiat the Cambodian coalition
government headed by Prince Sihanouk, not the Haexked Heng Samrin regime,

should represent Phnom Penh in the United Natiohg.¢®

2L Jing-Dong Yuan. China-ASEAN Relations: Perspestiverospects and Implications for U.S. Interests.
(October 2006), p. 3 (www.StrategicStudiesInstittey. mil)
22 i
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% |bid, p. 5
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During the 1980s, Chinese policy toward Southeast Aegan to undergo important
changes in two critical areas. Beijing started tace state-to-state relationships in
precedence over ideological ties by halting its psup to communist insurgence
movements in the region. In 1989, it also passed lan Chinese citizenship requiring
overseas Chinese to adopt citizenship of their t@mmof residence. By taking these two
important measures, major irritants effectively &veemoved from China’s bilateral
relationships with a number of Southeast Asian toes) Beijing now seemed more than
ever eager to court better relationships with @atBern neighbors, and this has paved the
way for improvement of political tie.

Beijing’s official contact with ASEAN as a groupden in July 1991 when Chinese
Foreign Minister Qian Qichen was invited to attehd opening ceremony of the 24th
ASEAN Foreign Ministers’ Meeting. Since then Chihas attended each ASEAN
Foreign Ministers’ Meeting consecutively. In 19%hina participated in the ASEAN
Regional Forum (ARF) and became a consultativeodis# partner of ASEAN. This
status was elevated in 1996, when China becamk @idlogue partner with ASEAN. In
December 1997, Chinese President Jiang Zemin alithASeaders held their first ever
summit in Malaysia and issued a joint statemenbanning their decision to establish a
partnership of good neighborliness and mutual toesiveen China and ASEAN oriented
toward the 21st century. In October 2003, China #®EAN signed the “Joint
Declaration of the PRC and ASEAN State Leaders—At8gic Partnership for Peace

and Prosperity?®

# |bid, p. 4
% |bid, p. 5
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The emerging China-ASEAN ties were influenced byuanber of developments
at the time. One was Beijing’s efforts, in the wask the Tiananmen incident, in
particular in response to the sanctions imposedhiey West, to break the isolation.
Southeast Asian countries, given their relativécegice regarding the June 4 Incident,
became targets of the Chinese diplomatic good beidj policy. Beijing and Jakarta
restored, and China and Singapore establishedprdgilc relations in 1990. Chinese
Premier Li Peng visited Indonesia, the Philippingislaysia, and Laos as part of that
diplomatic endeavor. A second reason was to susitaicooperation between the two in
the wake of the Cambodian settlement, in which €lglayed a constructive role in the
resolution of the dispute and had been in closeultation with ASEAN in the 1980s.
But most important of all was Beijing’s changinggaption of its security environment
and the relative place of Southeast Asia in its-@mdd War security policy. This resulted
in the successful management of the territorigbwtiss in the South China Sea, Beijing’s
reassurance to ASEAN of its benign intentions ascgcceptance of multilateralism and
cooperative security, and China’s growing econaieis with ASEAN °

There are a number of ASEAN scholars who note ASEAN and China are
tapping the opportunities and complementaritiegrefl by each other and acting as
catalyst for one another to achieve higher devetypngoals while maintaining peace,
security and stability. Chinese foreign policy laslergone changes, giving way to more
pragmatic and proactive strategies. The result asenfocused, nimble and engaging
policy on Asia involving enhanced diplomatic, econo, and military exchanges, and

increased Chinese patrticipation in regional andtifatéral mechanisms and tactical

% Edited by Swee-Hock Saw, Sheng Lijun, and ChinWih.ASEAN-China Relations: Realities and
Prospects(Singapore: Institute of Southeast Asian Studie52
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flexibility on bilateral dispute$’

Some Chinese scholars also take an optimistic smivhave high expectations of
the development of ASEAN-China relations. They ssréehe common interests and
multilateral cooperation and would like to see #itghin Southeast Asia. They support
ASEAN’s enlargement and believe that it will hekpage and stability in the region. But
they also point out to other issues that may affieetsmooth development of relations,
such as the deep-rooted geopolitical percepticdhefChina threat”, territorial disputes,
economic barriers, similar exporting structures araikets, and competition for FEA.

ASEAN-China economic relation is an area of considie significance. Yet this
relationship remains poorly understood, particylan terms of the overall issues
involved and their implications for individual cauies and the region as a whéfeThe
author is from the Philippines—an original chartegmber of the ASEAN. Generally, the
Philippine Foreign Policy Framework is “ASEAN-CENTIR™. More specifically, it
pursues three main foreign policy objectives: nmatlcsecurity; development diplomacy;
and, the promotion of the welfare of the Filipirmeersea¥®, niche into the eight realities
underlying the Administration’s foreign policy adlbws:

(1) China, Japan and the United States and thktiaeships will be the determining
influence in the security situation and economigletion of East Asia;
(2) More and more, Philippine foreign policy deorss have to be made in the context of

the ASEAN;

" 1pid

8 Edited by Swee-Hock Saw, Sheng Lijun, and ChinWh.ASEAN-China Relations: Realities and
Prospects(Singapore: Institute of Southeast Asian Studies52

2 Joseph L.H. Tan and Luo ZhaohoAGEAN-China Economic Relations: Industrial Restrting in
ASEAN and ChingSingapore: Institute of Southeast Asian Studi®84), p. xiii

30 Medium Term Philippine Development Plan 2000-2005%7.
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(3) The international Islamic community will conti@ to be important to the Philippines;
(4) The country’s economic growth will continue be heavily dependent on foreign
investments;

(5) The coming years will see the growing impor@ie¢ multilateral and inter-regional
organizations to promote common interests;

(6) The defense of the nation’s sovereignty andpiatection of its environment and
natural resources lie in the heart of foreign pglic

(7) A country like the Philippines can benefit framternational tourism; and,

(8) Overseas Filipinos will continue to play aical role in the country’s economic and

social stability**

It is therefore very fitting for the researcheretmbark into a thesis study that will
take a serious look at the China—ASEAN evolvingtiehs and its implications to one of
its original member countries—the Philippines. sThill enable the Philippines to
restrategize and ensure that the country will ogtnits gains in the China—ASEAN
dynamics especially in the light of the Philippinafficial pronouncements for a deep
engagement with China and the strengthening of e@@dion among ASEAN member
countries. This policy direction is reflective dfet Arroyo Administration’s purposive
effort to deepen its involvement with China in depenent and security, as well as
continue to take the lead in institutionalizing tASEAN integration but with high
consciousness for engagements with powerful castike United States, China, Japan,

Korea and European Union among others.

31 The 2005 Annual Philippine Foreign Policy Overviesan official working document of the Department
of Foreign Affairs for the guidance on policy ditien, redirection and implementation of the coulstry
overseas mission.
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C. Research Problem and Hypothesis
Hypothesis:

The better the level of relationship is between Cha and the ASEAN as a
regional block, the better the chances for China ahthe Philippines to enhance not
only its traditional relationship in bilateral trad e and investments, but also the more
contentious issue of amicably resolving the South Hiha Sea conflict, more

specifically, the Kalayaan Group of Islands or Spréys.

This research study is therefore an assessmehedZhina—ASEAN cooperation and its
implications to the Philippines an original membeuntry of the ASEAN. The study will
focus on trade as its working variable, but witkkaw to its security implications.
Specifically, it sought answers to the followingegtions:
1. What is the nature and state of the current relatimship between China and
the ASEAN member states?
2. What are the economic implications of the partnersip between China and
the ASEAN to its individual member countries like he Philippines?
3. What policy and strategic thrusts can be drawn upd optimize the gains of

the Philippines in the China-ASEAN relations?

These research areas would bring to the fore timardics of the China-ASEAN
relations at a system level of the ASEAN+3, and gl viewed only at a state level when
the dynamics is viewed from the context of the iPpihes vis-a-vis its domestic

economy.
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CHAPTER Il
THEORETICAL FRAMEWORK
This chapter is a comprehensive discussion of #mows books, researches, and
other professional writings, published or unpuldihat have significant bearing on the
various aspects of the relations of China and ASEAN the Philippines as a member
state. All the materials reviewed and analyzed stedi the researcher in the
conceptualization of the study and the formulatainthe theoretical and conceptual

framework.

A. Level of Analysis

There are three levels in analyzing the variougtfaof the relations between the
ASEAN and China, as follows: individual; state amdernational system. For this
particular study, the systems level is the mainyaical framework but since there is a
digression on the analysis to look at the implaatof the China-ASEAN relations to a
member state, the Philippines, the state levelyaisalis likewise used. Further, for
purposes of elucidating a specific state policyfficial actions, the individual level can
also be occasionally utilized. The implication thiis theoretical distinction is far
reaching because of the explanations for a countoyeign policy may be placed in one
of the several levels or theoretical categotfaathile scholars have disagreed about the
number of such categories, the most importantrdistin is that of the systems and state

level of analysi$?®

32 Joshua S. Goldsteimternational RelationsWashington: Harper Collins College Publishers,&)99.
12

3 Guy PetersComparative Politics: Theory and Methodsew York: New York University Press, 1998),
p. 6
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The levels of analysis helped us orient our prokleamd recommended the
appropriate type of evidence that helped us aveedretical fallacies. In this research,
the system and state analysis are considered ismmif The systems-level approach
suggests that the international system largelyrdetes the behavior of states, regardless
of their internal characteristics. The ASEAN dynesnwith the considerations of major
states such as the United States, China and Japanere the approach lies. The state-
level approach is considered appropriate in undedshg the country’s history, culture,
leaders, political system, economic conditions, ambitary role since it relates to the

nature of relations they establish with other cdeaf*

System Level

The “system level” focuses on the internationalicure—the distribution and
interactions of states as part of the group. Exgilans that take a system-level
approach presume that foreign policy is a readimotihe dangers and opportunities in
the state’s external environment. The cause ofracpkar state’s actions, in other
words, is to be found in the placement of actisite the other states around™it.
Karen Mingst prefers to call it as internationalsteyn because of the anarchic
characteristic of the system or with internatioaadl regional organizations and their
strengths and weaknesses. States therefore attsianacts with each other and
amongst them within the purview of their roles,tpowls, and their commitments to

the charter, covenants and agreements. Digresarernsubject to agreed penalties or

*Gloria J. Mercado. Philippine-Taiwan Relations irDae-China Policy: An Analysis of the Changing
Relational Pattern. (Taiwan: National Sun Yat-senversity, 2007), p. 45

% Denny RoyChina’s Foreign Policy(Boston: Rowman and Littlefields Publishers, 11@98), pp. 227-
228
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sanctions?

Historically, as Charles Fisher has observed, Sa#h Asia has been
characterized not by close associations betweererisdiverse peoples and political
systems, but by political fragmentation and exteingrference and dominatidh.
The ancient kingdoms of Southeast Asia developegkla in isolation from each
other because the geographic characteristics oarb@& discouraged regular contact
and communication. Furthermore, although the larfdSoutheast Asia occupied a
very important strategic position between the majuilizations of India and China,
no indigenous power was ever able to dominate #ggon and the ready access
provided to various lands by the sea left them ofmenhe influence of external
imperialist powers®® Moreover, the types of regional co-operation whigkre
attempted in the first two decades of the post 8&&torld War period were largely
inspired by major external powers anxious to sedhwdr own interests in the
international environment of the Cold WafThe US-inspired Southeast Asia Treaty
Organization was an attempt to establish an amirsonist regional association but
it attracted only two members from within the regi@hailand and the Philippines)
and thus did little to promote co-operation as aef’

In the early 1960s, two further notable attemptsegional co-operation were

initiated: the Association for Southeast Asia (AS#stablished by Malaya, the

% |bid., Roy, p.229.
37 Charles A. Fisher. “Geographic Continuity and fmi Change in Southeast Asia” in Zacher and Milne
ggd.)COnﬂict and Stability in Southeast As{alew York: Anchor, 1974), p. 3

Ibid, p. 4
39 Alison Broinowski. ASEAN into the 19904.ondon: Macmillan, 1990), p. 3
0 Michael Leifer. “Problems and Prospects of Regi@moperation in Asia: The Political Dimension” in
Indonesia Quarterly 41976),pp. 92-104
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Philippines and Thailand in 1961) and MAPHILINDOdmuping of Malaysia, the
Philippines and Indonesia which had a brief lifel®63). These groupings were
significant because, in contrast to bodies like BBAnd ASPAC, their membership
was purely regional, and while neither survivedeythwere both influential
precursors of ASEAN'A new association was required after confrontatiwiith
the inter-states disputes. After preliminary distoss between Malaysia and
Indonesia in 1996, a meeting was organized in Bakgk which, on 8 August 1967,
the Bangkok Declaration establishing the Assoamtid Southeast Asian Nations
was adopted by the foreign ministers of Indonetia, Philippines, Singapore and
Thailand and the deputy Prime Minister of Malay$ia.

For the first eight years of its existence ASEAldd®a only the modest progress
towards developing substantive co-operation. ASBEAdK over the organizational
style of ASA: an annual meeting of foreign ministdneld in rotation in the various
capitals, a standing committee chaired by the goreninister of the country that
was next to host the foreign misters’ meeting araving as members the
ambassadors of the other member states, a numbad dfoc and permanent
committees of specialists and officials, and a amati secretariat within each
member’s foreign ministr{? A large number of meetings were held but progress
was slow partly because of the need to achieveaaiomous consensus of opinion.
Such a pattern of cautious, tentative decision-ntakvas clearly necessary given

that most of the members of ASEAN had so recergbnbhighly suspicious of each

! Russel Fifield. “National and Regional InterestsASEAN Occasional Paper No. §Bingapore:
Institute of Southeast Asia Studies, 1979), pp. 3-6

“2 Frank Frost. “Introduction: ASEAN since 1967—Origj Evolution and Recent Developments in
ASEAN into the 199G=dited by Broinowski, (1990) p. 4

3 Ibid, p. 5
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other® Another major reason for ASEAN’s limited progrésshis period was that
there was no widespread agreement among the merabets exactly how the
Bangkok Declaration’s goal of ensuring the “stapiland security from external
interference” of the region should be achief®uVhile the ASEAN states were
divided on the problems seeking an acceptable magmrder, they were in no doubt
as to the type of political developments they wdnitediscourage.

Although the Bangkok Declaration had specified thambership of ASEAN was
open to all regional states, it's basically antincounist orientation was clear. At the
time of its formation, four out of five of its memits hosted foreign military bases.
The Philippines and Thailand were members of SEARD the US bases on their
territories played a major role in the war in Indoa. Singapore and Malaysia were
members of the Anglo-Malaysian Defence Arrangemantssubsequently the Five
Power Defence ArrangemerifsOverall, at the time of its formation, ASEAN was
perceived by the communist powers as an anti-comshuwrganization closely
associated with the United States and four ouivefdf its members unambiguously
supported the US intervention in Vietndm.

The pattern of gradual and cautious developme®ASEAN was replaced by a
greater sense of urgency and greatly increasedtgaiter the collapse of the non-
communist regime in Cambodia and South Vietham mmilAL975. The leaders of
the ASEAN states generally viewed this developmastunfavorable to their

interests and there was widespread concern thatibald not only face a political

*4 Jorgensen A. Dahl. “ASEAN 1967-1976: Developmartagnation?” irPacific Community 7(1976),
p. 519

“ Frost, p. 6

% Lau Teik Soon. “ASEAN and the Bali Summit” in tRacific Community, 71976),p. 536

" Ibid, p. 537
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challenge from a united Vietnam, but that Vietnawuld use some of its massive
surplus of captured arms in support of the comntteds revolutionary movements
in the ASEAN states, particularly in Thailand, ®ieilippines and Malaysi&.

The response of the ASEAN members was to devepialy plans to increase
the substance of the association’s cooperatiom, thé major emphasis being placed
on promoting economic development as the mosthielivay of reducing internal
support for revolutionary movemeritsThe agreements adopted at the Bali Summit
in February 1976 gave a clear indication of theection the members hoped to
follow in regional co-operation. The meeting addpteyo major agreements: the
Declaration of ASEAN Concord and the Treaty of Amand Co-operation in
Southeast Asia’

The Declaration specified a number of areas ofat@nd cultural co-operation
but the longest and most detailed provisions rdl&teesconomic co-operation. Four
types of economic co-operation were mentioned: &-ation on basic commodities,
particularly food and energy; co-operation in th&ablishment of large-scale
ASEAN industrial projects; co-operation in intragi@nal trade liberalization; and
joint approaches to international commodity protdeamd other world economic
problems>* This more assertive political stance by ASEAN vi@®wed up in the
months after the Bali meeting by greatly increas#drts to achieve economic co-
ordination and co-operation in two major directiokgstly, efforts were made to

promote intra-regional trade and liberalization aationalization of production.

“8 |bid, p.534
9 Frost, p. 8
%0 |bid

51 |bid, p. 9
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Secondly, increased attention was given to efftotsecure closer relations and
better market access with association’s major tigiartners?

Along with its heightened political co-operatiomnee 1979, several other
important aspects of ASEAN since the Bali summaduwsth also be noted. A central
secretariat operates in Jakarta, but it has ndiasglayed a very major role in
ASEAN policy development or implementation. The istierial meeting of foreign
ministers and the standing committee continue tohleeprimary governing bodies
and these consultative organs have been joinediyi@al meetings of ASEAN
ministers. The annual foreign ministers’ meeting bantinued to be the most “high
profile” regular ASEAN meeting. The ASEAN structuie complex and its
decentralized style reflects a perceived need éorsibns on key issues to be taken
by national representatives at a high level throexensive consultatiot.

A second important feature of ASEAN’s recent depsglent is that it has not

proceeded towards the establishment of a jointtamyliarrangement or pact. In a
general sense, ASEAN clearly is intended to in@dhe “security” of its members
through its co-operative activities but the memiyerge not wished to contribute to
this security by a formal multilateral military agsation. The members are likely to
continue to follow the prescription of the 1976 [eation of Concord that military

co-operation should be on a “non-ASEAN basis” bahetheless “in accordance
with their mutual needs and interest$”.

And another notable characteristic of ASEAN as agaoization has been the

relatively small size and stability of its membepshAlthough an increased in

*2 |bid, pp. 9-10
%3 |bid, p. 19
** Ibid, p. 20
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membership of ASEAN has been canvassed on a numbeccasions, the
association has been cautious and reserved whenideong political new
members?

There is a consensus that the survival of ASEANaasohesive working
organization depends in large part on member cashtgreater understanding of
ASEAN ideals, a stronger sense of belonging andtiiyeng with the goals and
objectives of ASEAN, and wider participation of ASE nationals in ASEAN
affairs. Complementary measures also include emhgnoarkets and promoting
market openness.

In November 2007, the Association of Southeast\Blations (ASEAN) marked
forty years of existence and its ten member stsigged an ASEAN Chart&rthat
would provide the legal institutional framework fitwe organization. The Charter, in
its preamble, refers to their commitment to “intgnsg community building
through enhanced regional cooperation and integrain particular by establishing
an ASEAN Community comprising the ASEAN Securityn@aunity, the ASEAN
Economic Community, and the ASEAN Socio-Culturah@ounity, as provided for
in the Bali Declaration of ASEAN Concord 1%,

Even while it has taken ASEAN forty years to ingit a formal framework that
would henceforth direct its efforts at building autheast Asian community, it has

also been at the hub of parallel initiatives toolwe other regional countries in

*® |bid

* ASEAN SecretariatASEAN Economic Cooperation: Transition and Transfation.(Singapore: ISEAS,
1997), p. 20

>" A copy of the ASEAN Charter is attached in the Apgix A

%8 Aileen S.P. BavieraRegional Security in East Asia: Challenges to Coaien and Community Building.
(Philippines: Asian Center of University of the ipines, 2008) p. 1
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multilateral cooperative arrangements, including tASEAN Regional Forum
(ARF), the ASEAN Plus Three, and most recently Hast Asia Summit which is

expected to pave the way for a putative East AGammunity?®

Sate Level
The “state level” approach searches for explanatafra state’s policy within the
state itself—type of economic system, interest gsowithin the country, or even the
national interests. Since it is focused on the saga state as the primary player, the
domestic factors such as characteristics whethés democratic or authoritarian
provides the explanatioff. Each country is considered unique, and its externa
behavior is presumed to grow out of a complex adton of internal factors. While
the proliferation of international organizationsheot altered the fundamental role of
nation-states, there are seven postulatedook into:
1.) Global Politics are based exclusively on the irdeoa of nation states. States are
viewed as both the actors and targets of actioanmyher state;
2.) Although states vary considerably in size and poaret these differences vary
over time, each nation state is believed to bersiye equal with other states;
3.) There is no concern for what Rosenau has termeatkdtje politics"—the
interrelationship between domestic and foreigngoedi is virtually ignored;
4.) Nation-states are independent and distinguishable bne another;

5.) The world is divided into formally recognized geaghic compartment states;

59 i

Ibid
% Karen MingstEssentials of International Relatioridlew York: Norton and Company, Inc., 2003), pp.
61-62
%1 Phillip Taylor.Non-state Actors in International Politics: Fromafrsregional to Substate Organizations
(London: Westview Press, 1980), pp. 4-5
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6.) Nation states are the secular repositories of thlghelst human loyalties.
Nationalism is the most important driving forcemternational events; and,
7.) Governments of nation states through their forggticy agents are the only
participants in world politics.
J. David Singer further identified five levels afaysis problertf, as follows:
1.) The interactions of nations are ultimately ttesults of the decisions and
behaviour of individuals—such as Presidents anéiforMinisters;
2.) The interactions of nations are ultimately tiesults of decisions and actions
taken by small group—cabinets, and by larger graugeh as bureaucracies, interest
groups and elites, therefore, we must focus on\bebawithin and among groups;
3.) International politics is dominated by the ans of nation-states, thus we must
study the shaping of foreign policy and behavidunation-states as a whole.
4.) Nations do not act alone. International inteoaxs fall into clumps or clusters of
nations; and,
5.) International politics as a whole constitutesystem. This system and its
changes over time do more to determine nation’s\eh than anything else, so the
best way to way to understand international paitecto study the behavior not the

members.

The significance for ASEAN to make a timely mowsvards deeper economic
integration is without any doubt. ASEAN members énagalized that they have a

much greater chance to maintain their internaticrmhpetitiveness if they work

623, David Singer. “The Level of Analysis Problemiiternational Relations” in Klaus Knorr and Sidney
Verba, edsThe International Syster(Princeton University, 1961), pp. 77-92
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together towards the creation of an integrated etarkhis led to the historic
decision in 1992 to form AFTA. More than a decaater, with the AFTA project
already implemented by the older ASEAN members$ias become all the more
important for the group to deepen and accelerageomal economic integration.
Deepening and accelerating regional economic iategr will significantly elevate

ASEAN's attractiveness as a global production Base.

Individual Level

Sometimes referred to as a “micro-level appro&tlri the ‘individual level’,
the focus of the analysis is the personality, p&tfoas, choices and activities of
the individual decision makers and individual pap@ants provide the explanation
for a certain action in international relationsinc® the important element is the
individual, not the nature of the system, estabiigithe pattern of behavior of the
actor is therefore important in the analysis beeatus not enough to understand
the behavior of the political system, but alsoitidividuals within the system. It
is like some scholars might prefer to study theslktlaf nation states, while
another might prefer to concentrate on the unicamofs in the personality,
background, and decisional behavior of an indiviciiate-leader that prompted
him to opt for war or peace in a specific set ofwinstances>

A significant aspect of the organizational characfethe ASEAN is that it is

very much the creation of its members’ elites. ASEAXxists primarily at the

%3 Hadi Soesastro. “ASEAN Economic Community: Conc@utsts and Benefits” iRoadmap to ASEAN
Economic Communityy Dennis Hew. (Singapore: Institute of SoutheasaA Studies, 2003)
% peters, p. 126.

% James E. Dougherty and Robert Pfaltzgr&bntending Theories of International Relations: A
Comprehensive Survegflew York: Addison Wesley Longman Inc, 1996), p018
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level of each member’s political leadership, sertorreaucrats and business
chiefs; ASEAN has had much less impact on the mé&dke population in the

member state®

B. Theoretical Assumptions
B.1 Neo-Realism

Neo-realism is the progeny of realism. For mostaaacs, neo-realism refers
to Kenneth Waltz’s “Theory of International Polgic Waltz's theory emphasizes the
importance of the structure of the internationadtegn and its roles as the primary
determinant of state behavior. Neo-realist theoop$es on issues of military security
and war. The core research question is how to w&emwi the international system.
Waltz's theory of structural realism is only onersien of neo-realism. A second
group of neo-realists, represented by the scholawhtributions of Joseph Grieco,
have integrated Waltz’'s ideas with the ideas ofentoaditional realists such as Hans
Morgenthau, Raymond Aron, Stanley Hoffman, and Rol&lpin to construct a
contemporary or modern realist profffe.

Waltz's neo-realism is distinctive from traditional classical realism in a
number of ways. Neo-realists like him believe ttta effects of structure must be
considered. According to him, structure is defigdthe ordering principle of the
international system which is anarchy, and theibistion of capabilities across units,

which are states. Waltz also assumes that themo iglifferentiation of function

66 [|h;
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between different units. The structure of the imétional system shapes all foreign
policy choices. For neo-realists, power is morentilze accumulation of military
resources and the ability to use this power toao@nd control other states in the
system. Waltz and other neo-realists see powdreasambined capabilities of a state.
Power gives the state a place or position in thermational system and that shapes
the state’s behavior. The distribution of power ard/ dramatic changes in that
distribution of power help to explain the structusé the international system.
Specifically, states will seek to maintain theirspion or placement in the system.
Neo-realists suggest that anarchy defines the myskurthermore, all states are
functionally similar units, meaning that they akperience the same constraints
presented by anarchy and strive to maintain thasition in the systerff

Neo-realism contends that international politica b& understood only if the
effects of the structure are added to traditioralism’s unit-level explanations. More
generally, neo-realism preconceives the causal liekween interacting units and
international outcomes. Neo-realist theory shoves tauses run not in one direction,
from interacting units to outcomes produced, btherin two direction§?

Joseph Grieco is one of several realist/neo-resdisolars who focused on the
concepts of relative and absolute gains. Grieconslahat states are interested in
increasing their power and influence (absolute gJaamd, thus, will co-operate with
other states or actors in the system to increasedhpabilities. However, Grieco also

claims that states are also concerned with how rpogler and influence other states
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might achieve (relative gains) in any co-operagveleavor. Neo-realists claim that
there are two barriers to international co-opematigl) cheating and (2) the relative
gains of other actorS.

Most neo-realists do not think that globalizatiohanges the game of
international politics much at all. States miglguee more resources and expertise to
maintain their sovereignty, but neo-realists thinkst evidence suggests that states
are increasing their expenditures and their jucisoils over a wide variety of areas.
Most neo-realists assume that conditions of anaestd/ competition accentuate the
concerns for absolute and relative gains. Statesirethe primary actors and the only
actors with enough power to control or manage tbeasses of globalizatidh.

Neo-realism provides a convincing account of whg fbreign policies of
nation-states are so familiar, despite their velyeme internal natures. It also
provides a more sophisticated explanation for thesiptence of the international
system. It implies that, in its present form, tregion-state is a seemingly perennial
fixture in the international system and that thespects for alternative expressions of

political community are limited?

B.2 Key Theoretical Factors for Neo-Realism
According to Waltz, the most important unit to stus the international
structure. The structure of a particular systenfeiermined by the ordering principle,

namely, the absence of overarching authority armd distribution of capabilities

O lbid, p. 187

" bid, p. 194

2 Scott Burchill. “Realism and Neo-realism” Tineories of International Relationsdited by Burchill, et
al. (New York: Palgrave, 1996), p. 99
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among states. Those capabilities define a stabsBipn in the systerft

Neo-realism maintains that while states maybe ameck with raising the
population’s standard of living and promoting nab moral values international,
these goals must ultimately remain subordinate nsueng the state’s survival,
without which all aspirations are doomed anyway.glard against the worst-case
scenario of national enslavement or destructioatesttend to see each other as
potential enemies. States may rely on powerfuhtigefor help, but only at the risk
of abandonment or exploitation. Friendly inter-staelationships, moreover, are
often transitory. The few states powerful enougliaminate their environment do
so, for this is the surest means of attaining sac{fr

Along this line, Robert Gilpin avers that the statengage in cost-benefit
calculations about the alternative courses of astewvailable to them. To the extent
that the anticipated benefits exceed the costtesstre likely to attempt to make
changes in the system. In the context of “ratiapglithe states will view the
international system is in a condition of equilibm to the extent that its major
actors are with the territorial, political and eoamc status quo. It is acknowledge
that every state or group could benefit for thengea thus, the distribution of power
represents the principal means for controlling ltlebavior states. Dominant states
maintain a network of relationships within the systfor the purpos€.

Neo-realists, as in classical realism, also beligna¢ balance of power is the

core principle of neo-realism, But unlike, earliealists, neo-realists believe that the

3 James N. Rosenau, and Mary Durfee. “The Realistdigm” in Thinking Theory ThoroughlyColorado:
Westview Press, 2000), p. 33

" Denny RoyChina’s Foreign Policy(Boston: Rowman and Littlefields Publishers, 11998), p. 228

> Gilpin, RobertWar and Change in the World Politigdlew York: Cambridge University Press, 1981),
pp. 9-11
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balance of power among states is largely determinyetthe structure of the system.
The international structure is a force in itselfconstrains behavior and the states
may not be able to control it. The internationalisture, rather than the individual
states determines the outcome. In this system, wdiates are faced by the
possibility of cooperating for mutual gains, statest are insecure must ask how the
gains will be divided. They are compelled to ask ftwill both of us gain”, but
“‘who will gain more”. Although the insecurity of ea party in an anarchic
international system impedes cooperation, intendé@ece among the parties may
facilitate cooperatior®

Denny Roy affirmed this observation. He avers thathe neo-realism view,
international cooperation is restricted by two-pbr@ena—the first is every state’s
fear of leaving itself vulnerable to the control fofeigners, and the second is the
relative gains problem. Neo-realists also assuna¢ skates are rational, unitary
actors in their external behavior because wheantes to international relations and
foreign policy, all factions and organizations agmn the common goal of making
states as secure as possible.

The effort to refine neo-realist theory encompaskegeformulation of power,
as well as the development of greater understanafiige conditions under which
cooperation rather than competition will be choasra preferred option. It therefore,
also include an effort to bridge domestic and mépnal politics, and more
specifically, to relate domestic structures to nn&étional structures. Although,

survival represents the ultimate goal of the staesording to realists, the neo-

® Karen MingstEssentials of International Relatior®ew York: Norton and Company, Inc., 2003), p. 70
" Denny RoyChina’s Foreign Policy(Boston: Rowman and Littlefields Publishers, 11998), p. 229
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realists believe that it depends on the abilitit®teaders to meet and overcome the
challenges and maintain support of societal groamd conditions® States may
therefore accumulate economic wealth and techncdbgtrength for both domestic
and international benefif§ Buzan, Jones and Little, also suggest that thereits’
capabilities, the nature of which affects the ing¢ional system. Specifically, this
includes technology and shared norms and orgaoimatiTechnology provides an
important means by which units interact, just asnmsoand organizations shape the
systemic setting within which interaction takescpl&

Neo-realism does not totally depart from the imaottrole of the state in
domestic and international politics, but it hasadsasic premise of the existence of
an international system consisting of interactivements. It proceeds from an
assumption that a much higher degree of concreté quasi-institutionalized
crossed-disciplinary cooperation is required betssential progress can be made in
our ability to analyze and if possible predict gaditical action processes of systems
as complex as nation states and its structurafigresl sub-systefit.

Neo-realists have as its focus the internationatesy as the structure that
shapes the political relationships that take pac®ng its members. International
politics is more than the summation of the foremplicies of the states and the
external balance of the actors in the system. lgaes for a neo-realists approach

based on a patterned relationship among actoreisystem that is anarchical. Thus,

8 Kenneth N. Waltz. “Realist Thought and Neo-realiBheory” inJournal of International Affairs, 44
(Spring/Summer, 1990), pp. 70-71

¥ Michael Mastanduno, David Lake and G. John IkenhefTowards a Realist Theory of State Actors” in
International Studies Quarterly 381989), pp. 434-464

8 Barry Buzan, Charles Jones and Richard Lifftee Logic of Anarchy: Neo-realism to Structural Rema.
(New York: Columbia University Press, 1993), p. 36

81 James E. Dougherty and Robert Pfaltzg@éintending Theories of International Relations: A
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the focus of structural realism is the capacitytlod states to align, retrofit its
national interests based on its position in thearmgement of parts in the
international systerff

Neo-realism posits that politics not power is tley koncept in both domestic
and international politics. Waltz assertion of eusture connotes by which parts
arranged. In domestic politics, there is said toabkierarchical relationships by
which units stand in formal differentiation from emnother by reference to their
degree of authority or function that they perforBy. contrasts, the international
system lacks comparable governmental institutidxctors stand in a horizontal
relationship with each other, with each state thren&l equal (sovereignty) of the

other®®

B.3 Neo-Liberalism
In the academic world, neo-liberal generally refds neo-liberal

institutionalism or what is now called institutidneory by those writing in this
theoretical domain. A neo-liberal foreign policyoprotes free trade or open markets
and western democratic values and institutionse#tity, neo-liberal foreign policies
tend not to be as wedded to the ideals of democpsace, free trade, and open
borders. National interests take precedence ovealityoand universal ideals and
much to the dismay of traditional realists, ecoromterests are given priority over
geopolitical ones. Neo-liberal theorists focus ssues of co-operation, international

political economy and, most recently, the environtne For neo-liberal

* Ibid, pp. 82-83
8 Kenneth WaltzTheory of International Politic¥Massachusetts: Addison Wesley, 1979), pp. 93-94
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institutionalists, the core question for researsthow to promote and support co-
operation in an anarchic and competitive intermaticystent?

David Baldwin identified four varieties of liberain that influence contemporary
international relations: (1) commercial, (2) repaéh, (3) sociological, and (4) liberal
institutionalism 2 The first, commercial liberalism, advocates frezle and a market
or capitalist economy as the way towards peaceravgperity. Republican liberalism
states that democratic states are more inclinaédpect the rights of their citizens
and are less likely to go to war with their demdicraeighbors.

In sociological liberalism, the notion of commuynitand the process of
interdependence are important elements. As traiostactivities increase, people
in distant lands are linked and their governmemisoine more interdependent. As a
result, it becomes more difficult and more costly $tates to act unilaterally and to
avoid co-operation with neighbors. The cost of wvear other deviant behavior
increases for all states and, eventually, a pebicg&rnational community is buiff

Liberal institutionalism or neo-liberal institutialism studies suggest that the way
towards peace and prosperity is to have indeperstatds pool their resources and
even surrender some of their sovereignty to crieéégrated communities to promote
economic growth or respond to regional probléms.

The third generation of liberal institutional sciwship was the transnationalism and

complex interdependence of the 1970s. Theoristisese camps presented arguments

8 Steven L. Lamy. “Contemporary Mainstream Approachmeo-realism and neo-liberalism” in Baylis,
John and Smith, Steve ethe Globalization of World Politics: An Introductido International Relations.
(New York: Oxford University Press Inc., 2001), A4
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that suggested that the world had become moreligiizan terms of actors involved
in international interactions and that these adta@ig become more interdependent on
each other. Complex interdependence presentedld with four characteristics: (1)
increasing linkages among states and non-statersac(@8) a new agenda of
international issues with no distinction betweemnw land high politics; (3) a
recognition of multiple channels for interaction @mg actors across national
boundaries; and (4) the decline of the efficacyndftary force as a tool of statecraft.
Complex interdependence scholars would suggestdiohialization represents an
increase in linkages and channels for interactas,well as in the number of
interconnections. Neo-liberal institutionalists s@estitutions” as the mediator and
the means to achieve co-operation among actoheisytsten’®

The core assumptions of neo-liberal institutistalinclude:

- States are key actors in international relatidmg,not the only significant actors.
States are rational or instrumental actors, alveagking to maximize their interests
in all issue areas.

- In this competitive environment, states seektximize absolute gains through
co-operation. Rational behavior leads states tovaéee in co-operative behavior.
States are less concerned with gains or advantadesved by other states in co-
operative arrangements.

- The greatest obstacle to successful co-oper@&ion-compliance or cheating by
states.
- Co-operation is never without problems, but statdl shift loyalty and resources

to institutions if these are seen as mutually berafand if they provide states with

8 |bid, p. 191
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increasing opportunities to secure their intermationterests?

For neo-liberal institutionalists, internationalations is competitive, however,
the opportunities for co-operation in areas of mbinterest may mitigate the effects
of anarchy. They focus their scholarship in pdditieconomy, the environment and
human rights issues. Neo-liberals work in what \weeocalled politics arena, issues
related to human security and the good life. Fenthforeign policy is how about
managing complex interdependence and the variooseps of globalization. The
anodyne for neo-liberal institutionalists is toateinstitutions to manage issue areas
where states have mutual interests. Ultimately;libmval institutionalists claim that
the significance of these institutions as playarshe game of international politics
will increase substantialfy

Most discussion of globalization among neo-libefalls into two categories: (1)
a free market commercial neo-liberalism that donegsgolicy circles throughout
the world and (2) academic neo-liberal institutissma that promotes regimes and

institutions as the most effective means of margdie globalization process.

B.4 Key Theoretical Factors for Neo-liberalism

Trade policy is the core area of neo-liberal refolwo-liberals focus almost all
of their attention upon policy differences amongirmnies. Specifically, they argue
that export success was a product of the tradeypakgime employed by the
governments concerned. The following are the ugahgrlassumptions of neo-liberals:

1. Systems of production in developing countri@kjng account of capital stock,

8 Ibid, p. 192
% Ibid, p. 195
L Ibid, p. 195
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skills and knowledge, resource endowments and rhaike—all of which may be
small—are nevertheless more closely approximatedfleyible than by fixed
coefficients.
2. There are no structural reasons to supposehbatize and role of government
should be different between developing and indaistad societies.
3. Government activity should be limited to the \psmn of public goods—
definition of which, at the margin, vary—and to tt@rection of market distortions
where justified by the balance of costs and benefRedistribution is a valid
objective, but in practice it affects incentivesldamings efficiency costs.
4. Continually reallocating sources in the short i ways which maximize profits
on the basis of freely determined market price$ mdximize short-run efficiency
and provides the single best means of maximizing-4an growth.
5. Failures of import substitution are primarilyresult of “price blindness” by
protecting states.
6. Protection in form of quantitative restrictiassalways undesirable. Tariffs should
be avoided. It is better to adjust domestic torivddonal prices and to subsidize
inputs if their market prices incorrectly reflegpmrtunity costs.
7. Declining terms of trade are an indication of tieed to restructure into other
export lines. They provide no justification for cpemsatory real resource
transfers’?
Neo-liberalism assumes market forces are not difilsient but also neutral or

apolitical in their operation. Therefore, if thendimant class benefits from market

92 Christopher Colclough and James Mar&tates or Markets: Neo-liberalism and the DevelopnRolicy
Debate.(New York: Oxford University Press, 1993), pp. 7-21
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reform, it is because they worked hard and arerdegeof reward as they have
contributed to the efficiency of the econofiyeo-liberalism is characterized by:

1. A confidence in the market as an efficient mecdra for the allocation of scarce
resources.

2. A belief in the desirability of a global regintd free trade and free capital
mobility.

3. A conception of the state as a facilitator anst@dian rather than a substitute for
market mechanisms.

4. A defence of labour-market flexibility and theomotion and nurturing cost

competitivenesg’

C. Conceptual Framework for Neo-realism and Neo-liberhsm

As shown in the preceding discussions, Neo-realisgh Neo-liberalism are the
more conventional track of building the theoretidelmework of the study. Both
proceeds from an assumption that states associdteeach other within a common
structure or system to promote prosperity and hagmamongst them.The traditional
purview of anarchy of realism may persist in corgerary times, but states are aware
that given the complexity of modern times, govensmand development necessitates
alliances, cooperation and being on command grodrds became more compelling in
the aftermath of globalization and the new secuhtgats in the offing like terrorism,
nuclear build up, organized crimes, poverty, arfteothallenges. It would be expensive

for individual states to put up with all of the$ence the need to institutionalize a mode

% Ravi Roy, Arthur T. Denzau and Thomas D. Willeoliberalism: National and Regional Experiments
with Global Ideas(London: Routledge, 2007), p. 47
% Ibid, p. 54
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of cooperation like the ASEAN for the purpose abamic and security cooperation.

The back tracking to the ASEAN member countriespenation reflect the workings and
operative concept of the state in its pursuit fational interests, the power play and the
eventual cooptation of interests when enmesh imletra Despite the “anarchic”
environment of the international system due toahgsence of a governing structure, the
basic rules in international relations, more imanotly, free trade and comparative
advantage, continue to overpower the military ggatient or build up at state level,
instead, collective security and economic regiaralpings like ASEAN became more

dynamic and synergetic.

As Rosenau pointed out that the transnationalimaifonvorld affairs are processes
whereby international relations conducted by gowents have been supplemented by
relations among private individuals, groups, ancetees that can and do have important
consequences for the course of events. Dynamiagehanitiated by technological
innovation and sustained by continuing advancesommunication and transportation,
has brought new associations and organizationstiopolitical arena, and efforts of
these new entities to obtain external resourcescdimelwise interact with counterparts

abroad have extended the range and intensifiedhuigsaf world affairs”

Trade and investment policy is a core of the refofrthe neo-liberal perspective,
hence trade cooperation is the area of focus irstingdy since despite the undertones of
the anarchical state in the international systéis,theory believes that countries that are
enmesh with trade will have no incentive to go tarwr would tend to settle conflict

amicably amongst them. The case of the ASEAN whiatived from its MAPHILINDO

%James N. RosenaThe Study of Global Interdependenéiew York: Nichols Publishing Company,
1980), pp. 1-2.
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days actually proceeds from a neo-liberal and metist perspective as shown in the
aims and purposes of the ASEXN

(1) to accelerate economic growth, social progresscaitdral development in the
region; and,

(2) to promote regional peace and stability througidiag respect for justice and
the rule of law in the relationship among countrrethe region and adherence to
the principles of the United Nations Charter.

This is further exemplified by the Fundamental Bipies of ASEAN as contained in

the Treaty of Amity and Cooperation in SoutheasaASAC)"":

« mutual respect for the independence, sovereigmyalay, territorial integrity,
and national identity of all nations;

« the right of every State to lead its national esase free from external
interference, subversion or coercion;

« non-interference in the internal affairs of onetaeg,

+ settlement of differences or disputes by peacefmer;

« renunciation of the threat or use of force; and

- effective cooperation among themselves.

The ASEAN as a regional economic and security cadjma is likewise aware that
despite of the unified strength of the 10 membemtwes there are power players within
the bigger world that they have to contend witte ltke United States, Japan, China,

Korea, and European Union among others. Thusy tithe the institutionalization of the

% ASEAN Objectives (http://www.aseansec.org/64.htm)
9 ASEAN Fundamental Principles (http://www.asearmseg64.htm)
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ASEAN as a regional bloc, it has developed a mdsharor dialogue partnership like
the “ASEAN + 3” which is geographically proximatewer players—China, Japan and
Korea. For the purposes of this study, China will be theuked country vis-a-vis the
ASEAN given the impact of the fast China’s economight since it opened its doors
and underwent reforms in 1978. In Neorealism arablideralism lenses, both the
ASEAN and China has to be inn@odus vivendior China to access the ASEAN market
and for the ASEAN countries to optimize its gairy arade and investment engagements
with China.

The growing trade and investments cooperation rmétwem the mutual development
of both China and ASEAN. Asia is characterized by Regional economic integration
and interdependence, (2) Regional Development Cemghtarities, (3) Economic
Pragmatism, (4) Liberalization and Free Trade, &)dProsperity Spheres. China-
ASEAN relation is starting to get grounds espegiallith the strengthening of the
ASEAN dialogue mechanisms like the ASEAN+3. Thastpership is not only within
the realm of economics, socio-cultural, techno+gdie, and political but also security
cooperation especially in the fight against temmriand other transnational crintés.
The first goal of this research would therefore reisit the nature of the relationship
between the ASEAN as a regional bloc and China uginthe Neorealism and
Neoliberalism framework. It will likewise view the contemporary ASEAN-China
dynamics in the light of all the global developmerst in the offing, and to what extent
such dialogue partnership mutually benefits the ASEN and China.

Further, this study after assessing the state atglen of the evolving China-

% Gloria J. MercadoPhilippine-Taiwan Relations in a One-China Poliddn Analysis of the Changing
Relational Pattern(Taiwan:; National Sun Yat-sen University, 20Q7.)89
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ASEAN relations will bring the assessment to thersh of the Philippines—a pioneering
member of the ASEAN and likewise assess the imfphica of the ASEAN-China
relations to the Philippines, in order for the fat@ maximize its gains in the dynamics.
Thus, this study will be fitting and appropriateput to the future foreign policy
directions of the Philippinegs-a-visits relationship with China and its active roletlire
ASEAN institutional building. The second goal of this research will therefore be
responded to by revisiting also Philippine-China emnomic dynamics not exclusively
in bilateral terms but within the ambit of the ASEAN+3 framework.

Given the preceding cursory, the analytical view ofthe ASEAN-China
relationship within the purview of a Neo-realist ard Neo-liberalist perspectives
brought to the fore the nature and state of the reltional dynamics. Further, the
second level assessment of how the Philippines, active and pioneering member of
the ASEAN is enhancing its relationship with Chinawithin the ASEAN framework.
The rigorous revisit this relational dynamics of B&N-China has definitely far reaching
implications within the dimensions of the natiomdkrest and security of the Philippines,
more specifically in: military, economics, sociokcwal, political, environmental and
ethno-scientific instruments of poweHow the Philippines would optimize the gains
vis-a-vis China, within the ASEAN framework is thethird research problem which
the researcher endeavored to achieve in this studyThe search for a new strategic
thrusts and policy redirection to include probabymestic economic reforms becomes
an imperative, in the light not only of the glolmabler in the offing. For a country like
the Philippines—a prime mover of most internatioc@lenants and the strengthening of

regional blocks like the ASEAN, the necessity tborzalize the existing foreign policy
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framework of the Philippines should take precedeameng other concerng:igure 4 on
below is a “catch all” view of the two theories ds@ this research study vis-a-vis the
problem statement for easy perusal, using the Pddiamond model from the

“Competitive advantages of Nations”.
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1. Analysis of the nature and
state of ASEAN-China
Relations.

2. Implications of
ASEAN-China

Partnership to

Philippines.

3. Introduce Strategic Thrusts
and Policies to optimize the
gains of the Philippines in
the ASEAN-China
Relations..

Figure 4: CONCEPTUAL FRAMEWORK OF CHINA-ASEAN ECONO MIC
RELATIONS AND ITS IMPLICATIONS TO THE PHILIPPINES

(Adapted from the Porter Diamond Motfl

% Michael E. PortetCompetitive Advantage of NatiorfBoston: Harvard Business School Press, 1990), p.
22
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CHAPTER 1lI
RESEARCH METHOD

This chapter explains how the research study veamsed out to achieve the
research objectives and answer the problem statem&he discussions include the
research design, the various instruments used ta callection, and the methods of

analysis.

A. The Research Design

The research design provides the framework for dbkection and analysis of
data®. The researcher used both descriptive and analygipproact to study the
patterns of the ASEAN-China economic relationsntdg the potentials for harnessing
the relations between the ASEAN member states amiciaC more specifically, the
Philippines and subsequently, come up with a seecdmmendations both in terms of
policy and strategic progranféfor the Philippines to enhance and optimize itngin
the partnership. The data for the document analysm® established from both the
primary and secondary sources. The three dataeare document analyses, interview

of key informants and focused group discussions.

B. The Research Instrument
B.1 Documents and Data Collection

Document content analysié of all available and relevant information regaggin

190 Alan Bryman Social Research Method®New York: Oxford University Press Inc., 2001),28.

101 |luminada Espino. “Operations Research: An Intaiiin” in Manual in Research Writinglizabeth
Ventura ed. (Quezon City: National Defense Collefthe Philippines, 2002), p. 37

192 Mercado, p. 119

193 Hilario T. Andes.“Reinventing Philippine-Taiwan Economic Cooperation Trade and Investments”.
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the relations of ASEAN and China and its implicatioto the Philippines, which
included books and journals, as well as histordatuments were exhaustively
reviewed.

The data gathered were classified as either pyinoar secondary data. The
primary data is from the interviews of key infornand focused group discussions
that were conducted and the secondary data arerfraterials and other documents
that were analyzed. The data analysis was guidatidotheoretical considerations of
the schools of thought that were discussed in tieofietical Framework of this thesis
(Chapter 2) such as Neo-realism, Neo-liberalisme $tudy tested the theories in
order to find truths that can be generaliZédit may appear to be constraining but
putting the explicit modalities in the analyticahinework would mean economy in

terms of time frame, resources and comprehensisasfémdings’>.

B.2 Interview of Key Informants

An interview guide for key informants was formuldteoth from the results of the
documents analyzed from the primary and secondat®; dhe personal interview is a
face-to-face, interpersonal role situation in whah interviewer asks respondents
questions designed to elicit answers pertinenth® research hypothed&€8was
conducted personally by the researcher. The rdssraremployed the schedule-

structured, focused and the nondirective intervitnv.scheduled interviews, the

(National Defense College of the Philippines: Mestie National Security Administration Thesis, 1995
pp. 53-55

104 Jerry W. Willis.Foundations of Qualitative Research: InterpretivelCritical Approache{USA: Sage
Publications, 2007), pp. 288-289

195 Nestor N. Pilar “Philippine Policy Structure” in aMual in Research Writing, Elizabeth Ventura ed.
Quezon City: National Defense College of the Philigs, 2002), p. 62

1% Chava Frankfort-Nachmias and David Nachmizesearch Methods in the Social SciencB£d:
(London: Arnold, 2004) p. 232
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number of questions and the wording of the questiare identical for all of the
respondents. In a structured interview the sequanodich the questions are asked
are the same in every intervie®’ The Focused interview takes place with
respondents known to have been involved in a pdaticexperience; refers to
situations that have been analyzed prior to thervigw; proceeds on the basis of an
interview guide specifying topics related to theaa@ch hypotheses; and focused on
the subjects’ experiences regarding the situatiomder study’® The Nondirective
interview is the most flexible form of personalantiewing. Here, the researcher does
not employ a schedule to ask a pre-specified seuettions, nor are the questions
asked in a specified ord®f The responses from the interviews were used idatal
the secondary gathered. A copy of the intervievdguf key informants is attached at
the end (ANNEX B) of this thesis. The key informmm@re important officials and

personalities from ASEAN member states particularlihe Philippines.

B.3 The Respondents

The key informants of the research came from gowent sectors of the
society particularly in the Philippines—diplomatsfficials of the Department of
Foreign Affairs and ASEAN Secretariat, local govaant officials, congressmen,
senators, academician and the highest executii@abfflesignated by the President

to be its representative in all facets of intermadil relations.

197 |bid, pp. 232-234
1% bid, p. 234
199 bid, p. 235
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B.4 Focused Group Discussion

The focused group discussiol were used to come up with the policy
recommendation and strategic thrusts as to howkhlgpines can optimize its gains
in the ASEAN-China relations. The inputs were talleom the results of the
document analyses and the interview of key infoisi&ive high level personalities

(List attached as Annex D). The options generatiow is presented irFigure 5

below.
( Stakeholders ] [ Alternatives ]
Executive
Option 1
Congress
v Option 2
- Feasibility
usiness
; Recommended
o Option 3
— | Suitability — OPHON T | Options and
Academe Alternatives
Acceptability Option 4
NGO/PO
Option5
Others

Interview of Key Focused Group
Document Analyses Informants Discussion/Delphi

Figure 5: PREFERRED OPTION GENERATION FLOW ***

10 A copy of the FGD Questionnaire is attached aseXr@

1 saulito P. Aromin.“Local Government Units — Non-government OrganiaatiPartnership in the
Delivery of Basic Services{National Defense College of the Philippines: Mastin National Security
Administration Thesis, 1998), p. 119.
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A comparative assessment of the advantages andvdisages of the 5 possible
policy areas for prioritization required the usecoteria or measures of viability. The
criteria as shown in Figure 5—Preferred Options &kation Flow are three pronged:
feasibility; suitability; and acceptability (FSA).**?

The argument for “feasibility” meant that the sédecoption is generally the least
costly in terms of monetary factors. If it is manepensive comparatively, an exception
can be justified within the realms of “social beteefind even welfare effects"—when
two or more competing choices would yield the sawas, but the benefit of the other is
greater, the former becomes the preferred option.

The criteria for its “suitability” were analyzed thin the context of “consistency
or conformity with existing laws or norms, or edisited national policies. These
principles are the guiding posts to ensure thatidnal interests” is the primordial
considerations.

The criteria for “acceptability” were taken withthe parameters of the diverse
interest of its stakeholders. The preferred optican be operationalized within the
capabilities and resources of its stakeholdersarttie same time, equitably promoting
the welfare of these stakeholders.

The quantitative measures of these criteria weréeims of a three-category
response of “High, Medium, and Low” which were gs&id the numerical values of “3,
2, and 1 respectivelyhe option that would generate the highest avesagee of “3” for
“feasibility, suitability and adaptability” duringhe focused group discussion was the

most preferred option, more specifically the onesseim there is no reinvention of will

12 Dunne, p. 282.
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and made use only of existing mechanisms and esdbat were proven to be effective,
thus doable. The “theory of second best” waswike considered in the event that the
first alternative was affected by unforeseeableutirstances*®

Table 1: OPTIONS GENERATION VALUES 4

Policy Feasibility | Suitability |Acceptability | Overall Rating
H M| L|H|M]|L H M L H M L

3 2 1 3 2 1 3 2 1] 2.33-| 1.66 —| 1.00 -

3.00 | 2.33 | 1.66
Option 1-
Option 2 —
Option 3 —
Option 4 —
Option 5 -

13 Gloria J. Mercado‘Integrated Development for Mindanao: Its Implicatis to National Security
(National Defense College of the Philippines: Mesta National Security Administration Thesis, 199R
118.

14 Aromin, p.121.
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C. Framework of Analysis

Qualitative analysis requires more effort by anivithhal researcher to read and
reread data notes, reflect on what is read, ancemakiparisons based on logic and
judgment!*® Secondary data analysis has a rich intellectulitton in the social
sciences. From a conceptual-substantive point @v,vsecondary data may be the
only data available for the study of certain reskaproblems'® One of the
methodological advantages to secondary data amatyiit is reliable and accurate,
it provides opportunities for replication. A resgafinding gains more credibility if it
appears in a number of studfes.

The inputs from the interviews conducted were uaedcomparative bases in
presenting the data along with the secondary.dd&atting them together, these
became the basis in coming up with the answers tesearch questions 1 and 2 of
the study, this was further subjected to the FSA test and eosntly the Focused
Group Discussions taletermine the answer to research question-3the best
possible option in ensuring the gains of the Ppilips in the ASEAN-China
Relations. Please sé&gure 6 below for the detailed framework of analysis akth
study.

All told, the“Inputs” included all historical data from existing polisjglans,
and programs; reports; accomplishment reports athdrolegal documents of
government and the private sector; survey instramand the interview of key

informants guide.

1151 awrence NeumarSocial Research Methods: Qualitative and Quantitat\pproaches,"@ed.
(Massachusetts: Allyn and Bacon, 1994), p. 424

1 Nachmias, p. 305

17 bid, p. 306
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The “Process” included substantive document analyses, gap aseBgsm
interview of key informants, and the focused graligcussion using the feasibility,

suitability and acceptability tests.

The “Output” included a package of policy and plans, which aesvin
formulated, redirected or retrofitted, geared talaoptimizing the gains of the

Philippines in the ASEAN-China relations.

The“Outcome” would be an enhanced relation between the ASEANGirida,
thereby positively impacting into the promotiontbé Philippine national interests in

economic development and security.

A “Feedback” mechanism completes the system’s loop, the actare ¢f the
system that will ensure a continuous monitoringt@responsiveness of the existing

policies.
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CHAPTER IV
DISCUSSION ON THE CHINA-ASEAN RELATIONS AND
ITS IMPLICATIONS TO THE PHILIPPINES
This chapter is a comprehensive discussion of dtare and state of the current
relationship between China and the ASEAN membetestahe implications of the
partnership between China and the ASEAN to itsviddial member states particularly to
the Philippines and the policy and strategic tlwudtat were drawn up. A brief

background is also discussed in order to situaettalysis of the relations with regards

to the theoretical considerations in the prece@hgpters.

A. Background

A.1 Major Trends in Southeast Asia

Regional economic integration is not a new phenaneWiewed as the
deepening of intra-regional economic interdepeneéena given region, through
intraregional trade, foreign direct investment (JFCdnd harmonization of
commercial regulations, standards, and practicesprobably predated the
Westphalian international systéii.Scholars coined the phrase “regionalism” to
characterize the political movement towards thatawe or expansion of regional
trade organizations or associatidhs.

The Asia-Pacific region has proved to be the mastachic economic

region in recent years although the process ofstrdiization had actually spread

18vjincent Wang. The Logic of China-ASEAN Free Trakfireement: Economic Statecraft of “Peaceful
Rise”. (August 2007) website: http://ics.um.edu.l@B-Aug07-Conf-paper-VincentWang.pdf

19 May T. Yeung, Nicholas Perdikis and William A. KeRegional Trading Blocs in the Global Economy.
(Cheltenham, UK: Edward Elgar, 1999), p. 17.
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through the region since the 50s and B83he Association of Southeast Asian
Nations is often considered to be the most suagkestfall regional co-operation
groupings among developing countfigs In an interview with Dr. Consuelo
Estepa, she said that as a region, Southeast Asiantoved toward greater
integration through an envisioned regional comnywintomprising the three
pillars of the ASEAN Economic Community, the ASEABécurity Community
and the ASEAN Socio-Cultural Community by year 2028ongside the
envisioned ASEAN community, the 10 Southeast Asiations along with China,
Japan, South Korea, India, Australia and New Zehlannched their inaugural
East Asia Summit (EAS) in December last year inlKwaimpur??

According to Professor Clarita Carlos of the Unsigr of the Philippines,
the ASEAN has also been at the forefront of faatility relations between the
larger Asian communities with other regions in wald. A number of Southeast
Asian nations remained beset with residual borggrudes that represent potential
sources of conflict among countries in the regiime ASEAN and China in 2002
signed the “Declaration on the Conduct of Partieghe SCS” that enjoined
claimants in the SCS to practice self-restraintactivities that could spark
disputes, such as inhabiting the islands beliewdktrich in oil deposits
There has been significant progress in the trdskrdiization efforts of ASEAN

countries since AFTA was launched in 1982The National Security Adviser—

120 Narongchai Akrasanee and Deunden Nikomborirakeridis in and Prospects for Pacific Economic
Development: An Overview” iASEAN-China Economic Relations in the Context afflfaEconomic
Development and Co-operatitny Bifan and Yue. (Singapore: ISEAS, 1992) p. 1

12 imada, Pearl et al. 199A.Free Trade Area: Implications for ASEASingapore: ISEAS, p. 1

122 nterview conducted about the Major Trends in Seast Asia with Dr. Estepa (January 2008)

123 |nterview conducted in UP Diliman Philippines wihof. Carlos (February 2008)

124 Sjow-Yue Chia and Marcello Paci®iSEAN in the New Asia: Issues and Trefi8imgapore: ISEAS,
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Secretary Norberto Gonzales, MNSA said, the ASEABeFTrade Area (AFTA)
has practically been established, with most Sosth&sian states, particularly the
original six ASEAN member states, successfully @ing down tariffs on
products in the Common Effective Preferential T{)@EPT) scheme to a range
of zero to five percent. ASEAN’s four newer membars the other hand, have
not trailed far behind with 66 percent of produictshe CEPT list on the same
zero to five percent tariff band. The ASEAN is atdose to finishing its work on
the elimination of non-tariff barrier$>

The researcher also found out in her interview atimer Philippine Vice
President and Foreign Affairs Secretary, TeofistoinGona Jr. that the trend
toward greater integration within Southeast Asias Ihed to a deepening of
relations within the region and has renewed a sehisemmon purpose that has
anchored the ASEAN since its inception in 1967. gitesdivergent political
orientations, ASEAN members have displayed collectompetence in charting
the bloc’s course to meet emerging challenges amgbrtunities. Regional
integration has also reinforced the stake of irdlial states to keep conflict and
instability at bay?®

Further, the Chairman of the Senate Committee @am&uic Affairs at the
Philippine Senate also said that for the regionnemy, Southeast Asian
countries have collectively moved toward liberalgitrade not only within the
region, but with other economic heavyweights ad.vi@erall, Southeast Asian

countries have moved to adjust to the region’sdflpolitical, security and

1997), p. 72
125 Interview conducted with Secretary Norberto GoegdFebruary 2008)
128 |nterview with Former Vice-Pres Teofisto GuingdiMarch 2008)
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economic realities. Senator Loren Legarda furthéded that the respective
nations in the region have embarked on activitias €ncompass the whole gamut
of political, strategic, security and economic gaaimed toward building regional
resilience amid contemporary challenges and tréfldBoth open regionalism
and developmental regionalism were stimulated by #fructural forces of
globalization, and were ultimately about engagirith these force$?®

Beijing increasingly has viewed ASEAN as an impottpower center in Asia.
This is largely due to ASEAN'’s skillful diplomacyf dalancing all the major
powers, hence enhancing its own leverage. Thisssiple because major powers
essentially have balanced out one another, witbn@able to dominate. Finally,
ASEAN itself since 1997 has sought to consolidabtel @chieve economic
integration (ASEAN Economic Community) by 2015, lwisecurity and social
community to follow. It hosted the first East ASammit in December 2005, and
has over the years developed various ASEAN+1/3 ingxt with the ASEM

playing a facilitating role in promoting regionatis>°

127 Interview with Chairman of the Senate CommitteeEepnomic Affairs at the Philippine Senate (April

128 Helen E.S. Nesadurdglobalisation, Domestic Politics and RegionalistheTASEAN Free Trade Area.
(London: Routledge, 2003), p. 172
29yuan, Jing-Dong. (http://www.strategicstudiesingé.army.mil/pdffiles/PUB735.pdf)
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Figure 7: ASEAN PERSPECTIVE MAP (Source: NDCP Monogam No. 3)**

B. China-ASEAN Economic Relations

B.1 Background

The ASEAN nations have always viewed China withhbstispicion and

some cautious optimism. Their threat perceptions @fluenced by history,

geography, and cultural factors. In the former eefeing small states vis-a-vis

China; they have always harbored a suspicion af thant northern neighbor for

two reasons. One is historical precedent, in palgrcBeijing’s past support of the

insurgent movements in their countries; the otlseuncertainty about how China

will use its power in regional affairs. China’s posderance and its growing weight

in the post-Cold War era create additional conc&ths

But ASEAN countries also recognize that, given rthienited capabilities,

130 Rommel BanlaoiThe ASEAN Regional Forum, The South China Dispartdghe Functionalist
Approach.(Quezon City, Philippines: NDCP Monogram No. 3, @Q®. 47
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they need to live with China, and one way of emspyrthat China will act
responsibly is to encourage greater integratiowéen China and the region, thus
increasing the stakes. Indeed, ASEAN has been @mtgm®nough to recognize the
importance of engagement rather than confrontadioh hence adopted a strategy
that aims at integrating China gradually into aiorgl web of economic
interdependence, political dialogue, and secui#jodue processes?

The ASEAN constitutes the major part of the broadiyined geographical
region “Southeast Asia”, which lies to the south Gifina, separated by a vast
expanse of the South China Sea. Hence traditiortaky Chinese referred to
“Southeast Asia” asNanyang, literally “south sea™®® On account of history,
migration, and geo-politics, China’s relations wabuntries in Southeast Asia are
naturally extensive and deep-rooted. China’s eadytact with the individual
ASEAN countries can be traced back to ancient tinie®ugh their significant
relations in terms of more substantive trade angelgcale migration of China into
the region occurred much later and only arounduheof this century>*

Tributaries were often a convenient “cloak for wadnd much of the early
Chinese commercial involvement witlanyangstemmed directly and indirectly
from the traditional tribute system. It should lieessed that the traditional tribute
system was merely a diplomatic vehicle by which l@hoperated, much in a
defensive way, its inter-state relations with theni€Chinese societies under the

concept of “Chinese world order”. Thus, it is nonmdence that historically none of

132 |
Ibid
133 John Wong. “An Overview of ASEAN-China Economicl&®ns” in ASEAN-China Economic
Relations: Trends and Patterr(&ingapore: ISEAS, 1987), p. 1
134 (i
Ibid
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the present six ASEAN states had ever been undee&drule=*

Since the establishment of diplomatic ties betwé€dmnna and the three
ASEAN member countries—Malaysia in 1974, Thailandl ahe Philippines in
1975—Dbilateral trade between China and these tlw@entries has gradually
increased. But there were no formal economic @iatbetween China and ASEAN
as a group, in terms of holding regular dialogueslar to the ones which ASEAN
has with the United States, Japan, Australia, andogh. This is because of the
absence of diplomatic relations between China amtbriesia, the ASEAN big
brother:*°

Trade relations between China and the ASEAN ardilateral basis, with
trade being conducted directly between the cowtamcerned or indirectly through
third countries. There is no common trade policyASEAN as a group towards
China. Furthermore, trade relations between the AEEountries and the People’s
Republic of China are relatively young. Given thifedences in political regimes,
there are reservations among the ASEAN countride #te real intention of China.
Although there is no common trade policy towardsn@hall the ASEAN countries
adopt a cautious policy in which national secuatyd the protection of domestic
industries are the major ingredients in the formaokaof a foreign trade policy
towards Chind®’

Sino-ASEAN economic relations reached a turniampipin 1979. Positive

changes have been brought about with regard to swstitutional factors affecting

135 |bid
136 |bid, p. 36
137 |bid, p. 39
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bilateral economic relations, though some probleemmain*® One of the key

problems in Sino-ASEAN trade relations is the latkcomplementarities in trade
structures. For many years, China’s exports to ASEfomprised oil and oll
products, coal, foodstuffs, textiles, Chinese tradal medicine, raw materials for
the chemical industry, and agricultural machinenyh oil and oil products being the
largest items. Its imports from ASEAN were largplymarily products like rubber,
timber, cereals, sugar, coconut products, and copgthough manufactured goods
such as steel products, chemical fibre materiald,v@neer boards have been added
to the list, primary commodities remain predominamtChinese imports from
ASEAN. But the overall imports of both China andB8N are largely composed of
machinery, raw materials, and semi-finished prosiutiat is manufactured goods in
the main*

ASEAN as a group is a developing economic entityast equal to China
in economic strength. In 1990, the GDP of all th@EAN countries totalled US$
290.63 billion, compared to US$ 338.81 billion fGhina. Nonetheless, to both
China and ASEAN, the share of their bilateral tradkime still seemed to be quite
low and the pace of increase rather slow. In 1988ina’s export to ASEAN
accounted for 5.62 per cent of its total, wherd&EAN’s export to China is merely

1.7 per cent of its totaf? (See Table 3)

138 bid, p. 24

139 pang Ronggian, et al. “Counter-Trade in China-ASErade” inASEAN-China Economic Relations:
Developments in ASEAN and Chiedjted by Yue and Bifan. (Singapore: ISEAS, 198945

140 Zhang Tiegang and Feng Yushu. “China’s Comparailkeantage and International Division of Labor
in the Changing Asia-Pacific Community” ASEAN-Economic Relations: Industrial Restructutiimg
ASEAN and Chinly Tan and Zhaohon{Singapore: ISEAS, 1994), p. 66
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US$ millions

Table 2: VALUE OF CHINA'S TRADE

Value of China’s Trade with the ASEAN Countries, 1989-90
(In US$ million)

350

20004

1500

10004

Singapore

=

hailand

Malaysia

SOURCE: China’s Customs Administration.

Indonesia

% :

Philippines

Brunei

Owing essentially to the effects of the Decembets@®ami, the first quarter

of 2005 was relatively quiet from the perspecti¥€hina's relations with Southeast

Asia. However, Beijing did use the period to addnehat it correctly assesses to be

major regional concerns about the impact of Chimgs on the economic and

political patterns of Southeast Asia. In the ecoiosphere, concerns focus not only

on Chinese willingness to compete fairly in the elepment of markets and the

ability of regional economic players to keep padt Whinese advances, but also on

Beijing's policies affecting the value of its cureg, the Yuart®*

B.2 Economic Perspective of China-ASEAN Relations

Today, all Southeast Asian countries have diplotneglations with the

People’s Republic on the basis of one China. Desfhie disagreements and

differences, ASEAN and China have had occasion ddkwogether on specific

141 Montaperto, Ronald N. April 27, 2005China shows its sensitivity to SE Asia” isia Times
(http://www.atimes.com/atimes/Southeast_Asia/GDZ¥RAbtml)
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problems in the pasf?

The China-ASEAN relations are characterized as @mitn cooperation at
first hand. Such relationship has been developiom feconomic cooperation to
other areas of cooperation. Since the economiamefind open-door policy in
the late 1970s, China’s economy has become morelglaontegrated with its
neighboring economies, including ASEAN. As Chinantoaues its export-
oriented economic development, there is compethiemveen China and ASEAN
countries in attracting foreign direct investmerED() and in exporting
manufactured products to the same third-countryketar In order to avoid any
disruption in China-ASEAN cooperation, China iniid the arrangement for a
free trade area (FTA) agreement with ASEAN that wesigned to turn
competition into complementation for the benefitbath sides*?

At the ASEAN-China Summit in November 2001, forn@inese Premier
Zhu Rongji proposed the creation of a free trada &etween China and ASEAN
within ten years. Signed in 4 November 2002, targlmark FTA deal has exerted
tremendous pressure on Japan and Korea to followvasd to intensify their
economic relations with ASEAN under the generalaegl cooperation umbrella
of the “ASEAN + Three” (ASEAN with China, Japan aKdrea) scheme. The
formation of the China-ASEAN FTA signifies the ciiea of an economic region
of 1.7 billion consumers with a combined GDP of U&%rillion. It offers an

effective means for smaller ASEAN states to overeaimeir disadvantage of

142 Rodolfo SeverinoASEAN-China Relations: Past, Present and Fut@@per presented in Singapore.
(17 April 2008) website: http://www.iseas.edu.sg/ascp5-08.pdf

143 John Wong, et aChina-ASEAN Relations: Economic and Legal Dimerssi@ingapore: World
Scientific Publishing Co. Pte. Ltd., 2006), p. 4
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smallness by pooling resources and combining msitiet

Economic integration itself will help to build uplgical confidence. Both
China and ASEAN realize the significance of potiticelations-** For four years,
China has been putting up the ASEAN-China Expo amnmng, the Chinese
provincial capital that is the closest to ASEANritery. China has also been
organizing the China-ASEAN Business and Investng&nnhmit on the occasion
of the Expo. China has agreed to set up an ASEANr€d¢o promote ASEAN
exports to China and Chinese investments and taunsASEAN, similar to a
long-established facility in Tokyt'

All ASEAN countries have continued to support tbacept of one China,
discouraging the Taiwan authorities from moving &os¢ independence or a

separate national identity for TaiwaH.

B.3 Legal Framework of China-ASEAN Relations

Exchange of Letters 1994: Founding of Formal Coafiee Relationship
Generally speaking, the relationship between ASEsd China started

with China’s normalization of diplomatic relationghwith Indonesia and the

founding of diplomatic relationship with Myanmar darSingapore™*® The

development of ASEAN-China relations is based oa #stablishment and

resumption of diplomatic relationship with the meanlistates of ASEAN. But

144 1bid, p. 29

145 Zhang Yunling. China-ASEAN Relations: Opporturstend Challenges
(http://www.mof.go.jp/jouhou/soken/kouryu/h14/chuD¥d.pdf)

146 Severino, (http://www.iseas.edu.sg/asc/ascp5-08.pd

148 | ee Laito. “China’s Relations with ASEAN: Partnémsthe 2 Century?”Pacific Review\ol. 13-1.
(February 2001)
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from a legal prospective, the formal cooperativiatienship between ASEAN

and China dated from 23 July 1994 when, in an exghaf letters, the ASEAN

Secretary-General and the Chinese Foreign Minggezed on the founding of the
Joint Committee on Economic and Trade Cooperatimh Jint Committee on

Cooperation in Science and Technology in Bangkok.

The Exchange of Letters legally formalized the l@sthment of
cooperative relationship between the two sidesth&tsame time, ASEAN and
China began to engage in consultation on politcal security issues of common
concern. In July 1996, China was accorded fullagjak partner status at the™9

AMM. 149

Joint Statement 1997: Programmatic Document onriRgaiship of Good
Neighbourliness and Mutual Trust

In December 1997, ASEAN and China held the infordaH 1 Summit
for the first time and issued the Joint Stateménh® Meeting of Heads of States
of the Member States of ASEAN and the PresiderthefPeople’s Republic of
China, known as the ASEAN-China Cooperation Pastripr Towards the 21
Century. The Joint Statement 1997 serves as thigcpbdeclaration and solemn
commitment to the international society in legahfianade by the leaders of both
sides at the highest level, which is of vital amicanaking significance in the
history ASEAN-China relationt”

In the Joint Statement 1997, the two sides confirrtteat they would

149 Overview of ASEAN-PRC Relations (http://www.aseamsrg/5874.htm)
0wong, p. 35
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undertake to promote a good-neighborly and friemdlgtionship, increase high-
level exchanges, and strengthen the mechanisnalwigie and cooperation in all

areas, to enhance understanding and mutual befréfits

Framework Agreement on Comprehensive Economic Catpe 2002: Symbol
of Entry into Overall Substantive Cooperation iroBomics and Trade

At the ASEAN-China Summit in November 2001, Zhu Bjorthe former
premier of China, made a proposal to establish @EAN-China Free Trade Area
(FTA) in ten years, and this was later acceptedB¥£AN. After several rounds
of consultation, the historic decision was declalsdthe two parties at the
Summit Meeting held in 2002 and signed the FramkwAgreement on
Comprehensive Economic Cooperation between the AB&#d PRC>?

The Framework Agreement 2002 is an epic-making tewvetine history of
ASEAN-China relations. It is the first formal trgathat regulates the mutual
relations of the two parties. It is the most dirgehty instrument that normalizes
the future comprehensive and substantive econoaapearation with CAFTA as
its core. This agreement covers the trade in gomu$ services as well as
investment and other areas of economic cooperaligrovides the guidelines,
basic principles, coverage and models of the CAR@é&luding the Early Harvest
Program and the special and differential treatnfentnewer ASEAN member

states, namely, Cambodia, Laos, Myanmar and Viefrtam

151 bid
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Joint Declaration on Cooperation in the Field of iN@raditional Security Issues
2002: Legal Basis for Cooperation on New Secussues

This was signed in 4 November 2002 in Cambodias Barves as the
direct legal platform for China and ASEAN to launbHhateral cooperation in
coping with many increasingly serious non-tradifibeecurity issues. The Joint
Declaration stipulated the objectives of such kwfdcooperation, that is, to
enhance their capacity in dealing with non-tradiélbsecurity issues, promote
their stability and development, and maintain reglopeace and security. The
priorities provided in the Declaration are combattrafficking in illegal drugs,
women and children smuggling, sea piracy, terroriamms smuggling, money

laundering, international economic crime and cydsame >

Declaration on the Conduct of Parties in the SoGthina Sea 2002: Solemn
Commitment of Mutual Trust and Self-restraint

Due to the complexity of history and reality, thelevays exist territorial
disputes on the islands in the South China Seadast\China and some member
states of ASEAN; conflicts occasionally arise agsult. For many years, China
and member states of ASEAN concerned have beenngeflk a channel that
will enhance favourable conditions for a peacefdl alurable solution to the
differences and disputes among countries conceriié@. adoption of this
Declaration indicates that China and ASEAN are sggpko establish a dispute

settlement mechanism on the South China Sea it&sesl on mutual trust, self-

54 bid, p. 38
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restraint ad cooperation in a pragmatic mantrer.

China’s Entry into Treaty of Amity and CooperationSoutheast Asia: Important
Legal Behaviour by a Responsible Great Power

At the beginning of October 2003, Chinese Premien\fabao took part
in the signing ceremony of the Treaty of Amity abodoperation in Southeast Asia
at the ASEAN-China Summit. China became the firgtdountry to enter into the
Treaty outside Southeast Asia. The purpose ofTitaaty is to “promote perpetual
peace, everlasting amity and cooperation amongr thebples that would
contribute to their strength, solidarity and closgationships.” China’s entry into
the Treaty will be conducive to sustainable dewvelept of ASEAN-China
relations because it serves to make a solid phatfof international law for the
comprehensive development of bilateral relationspwsng China’s solemn
commitment to become ASEAN's good neighbour andneay thus furthering the

stability and continuity of ASEAN-China relatiof¥.

Joint Declarations of Strategic Partnership 2003ew Blueprint for ASEAN-
China Relations

On 8 October 2003, the ASEAN-China Summit was heldBali,
Indonesia. One of its major achievements is theiisggof the Joint Declaration of
the Heads of State/Government of ASEAN and the R&oRepublic of China on

Strategic Partnership and Prosperity. The signingd @elease of the document

155 bid, p. 39
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symbolized a new step forward for ASEAN-China tielas, that is, upgrading the
partnership of consultation via dialogue into atglgic one, thus enhancing the
bilateral good neighbourliness to a higher levdie Declaration highlights the
strategic importance of ASEAN-China relations toage development and
cooperation in this region, and recognizes the tpesicontribution of such
relations to world peace and development. The Datten confirms that the
purpose of the establishment of a strategic pastmeris to foster friendly
relations, mutually beneficial cooperation and goeighbourliness between
ASEAN and China by deepening and expanding ASEAM&ltooperative
relations in a comprehensive manner in th& 2éntury, thereby contributing
further to the region’s long-term peace, developmeamd cooperation. It also
states that this strategic partnership is non-alignnon-military and non-
exclusive, and does not prevent the participantsnfrdeveloping their all

directional ties of friendship and cooperation withers->’

C. China-ASEAN Relations: Implications to the Philppines
C.1 Background
Early history of Philippines-China economic relago (1G-17n C)
showed that there were many instances when godaticpbtelations often led to
good economic relations. There was direct and eggtdde. It was extensive and
covered large portions of the Philippine archipeland neighboring Southeast
Asia. Conducted in a friendly manner, under theisa@d what the Chinese

imperial court called “Vassal tributary missiong,benefited the Filipino traders

57 bid, p. 42
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on the wholé® Through most of the 1980s, the Philippines wagbleg political
instability and related economic malaise, and wWeseffore not in a position to
take advantage of both China's economic liberatinaaind the investment boom
in the East Asian region. The country fell behindstof its ASEAN neighbors
whose trade and investment ties with China expandetarkably during the
period®®

Periodic tensions would arise between the Philigpiand China over two
important issues: the disputes in the South Chieea &d the Taiwan question.
From a Philippine point of view, China maintaineicessive claims on the
islands and waters of the South China Sea thag¢dds assurances of its non-
expansionist nature. On the Taiwan issue, ManilgglsbBeijing's understanding
on the former's need to maintain active unofficelations with Taipei, given
Taipei's proximity, close historical associationdaeconomic leverage vis-a-vis
the Philippines. On the whole, however, relationrsravsmooth up to China's
occupation of Mischief Reef in the Spratlys in 1985

In 1995, Filipino fishermen discovered Chinesetbwstructures on
Mischief Reef, a small, rocky islet located in gratly Islands 135 miles west of
the Philippine island of Palawan and well inside tRhilippines’ 200-mile
exclusive economic zone. The Philippine governneamdemned the structures
as inconsistent with international law and the is@if the 1992 Association of

Southeast Asian Nations (ASEAN) Declaration on$leth China Sea, to which

138 Benito Lim. The Political Economy of Philippinedii@a Relations. PASCN Discussion Paper No. 99-16
online edition (http://pascn.pids.gov.ph/DiscLiS@ds99-16.pdf)
139 Background on Philippines-China Relations (htipaiv.dfait-maeci.gc.ca/arms/southchina/section08-
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both countries are signatories. China ignored thelippine protest and

exacerbated the situation in late 1996 by repaiand fortifying the Mischief

Reef structures in the face of further Philippinglamatic protests. Manila

responded to Beijing’s actions by reinvigoratirgdefense ties with Washington,
and the two sides seemed to be settling in forrengeent, simmering dispute.
China and the Philippines held their first annuakwministerial talks to resolve
problems caused by the conflicting claims to thea®ys. Earlier, in 1995;

Beijing agreed to discuss South China Sea mattera multilateral basis with

ASEAN. Beijing also indicated that it would abidg international law in settling

the territorial dispute with the other claimant nties (Malaysia, Taiwan, and
Vietnam), and it signed an agreement with Manildwther confidence-building

measures, shelving the dispute temporarily in fafgoint development®*

From China's perspective the importance of theigthries during the
seventies and eighties may have stemmed from ibgrgphic proximity to
southern China (especially Hong Kong-Macau and @ajwits erstwhile close
alliance with the United States, hosting of majonekican military bases, and its
status as a founding member in the ASEAN. It wdlrecalled that at the height
of American-Chinese coordination of their anti-Svnion (and anti-Vietnam)
policies, China's position was not to oppose obtrithe American military
presence in the Philippines, even though in rhetibrhad long declared that it
was against foreign military bases. China moremarsidered ASEAN a vital

partner in its efforts to oust the Vietnamese fr@ambodia. Although the

161 Renato Cruz De Castro. “China, the Philippines, @rS. Influence in Asia” il\merican Enterprise
Institute for Public Policy Research No.(2uly 2007)
website: http://www.aei.org/docLib/20070705_ 21909280702_g.pdf
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Philippines may not have been as active in relabo@ambodia as frontline state
Thailand or ASEAN's "big brother" Indonesia, friggpdies with the Philippines
were still seen by China as favorable to her sjiatebjectives at the tim&?

The 1990s saw important developments in Philip@haa bilateral
relations, among them a flurry of high-level excopas especially beginning in
1995. Prime Minister Li Peng came to Manila in Daber 1990, while President
Fidel Ramos visited China in 1993. Since relatisnsred in 1995, President
Jiang Zemin held a state visit in November 1996thensides of APEC summit,
while Zhu Rongji came on an official visit prior tbe "ASEAN + 3" meeting in
Manila (among heads of state of ASEAN together W@thina, Japan, Korea) in
November 1999

Annual bilateral consultations have been held aioseofficials' (vice-
ministerial) level between Foreign Ministries oftbsides, where a review of all
aspects of relations is undertaken. Informal bildteonsultations were also
undertaken between high-level officials at the langs of major regional and
international meetings, such as the Asia-Pacifionemic Cooperation (APEC)
Forum, the Asia-Europe Meeting (ASEM), the ASEANgR®al Forum (ARF),
and the ASEAN Post-Ministerial Conferences (ASEAM@®. Initiatives to
jumpstart economic and people-to-people cooperatictuded the opening of
consular offices in Xiamen in 1995 and in Guangzho®997, with counterpart

Chinese consulates in Cebu and in the future, D&/ao

162 Background on Philippines-China Relations (htipaiv.dfait-maeci.gc.ca/arms/southchina/section08-
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Guingona added that in response to the Philippimestation to the Plus
Three Countries at the ASEAN Summit in Bali in Gmo 2003, China
dispatched a mission to BIMP-EAGA in April 2004. P4-man delegation
composed of China’s Trade and Foreign Ministrycidlis and some businessmen
traveled to Brunei, Kota Kinabalu, Manado, Mindasaad Palawan from 13 to 29
April 2004 to explore opportunities for trade anddstment®

With regards to the Philippines’ participation ihet ASEAN-China
Eminent Persons Group (EPG), China, through its &sy in Manila, has been
rather aggressive in following up the Philippinesminees. At the ' ACJCC,
China expressed its desire to convene the firstingeef the EPG in China by
May 2005 and requested ASEAN Member Countries ticder nominating their

eminent persons by the middle of March 26%5.

C.2 China-Philippines Trade under ASEAN

As early as May 1972, direct trade officially stait between the
Philippines and China with the Philippines inityakéxporting coconut oil and
importing rice from China. During the same yeagdtitent Marcos implemented
Executive Order 384 authorizing trade to the Satiabuntries. Philippine export
to China in 1972 was US$ 0.8M. In 1974, Philippexgorts to China were US$
13.3M. Philippine imports increased from US$ 5.5M1972 to US$ 23.4M in

1994. Two-way trade between the Philippines ahoh&was further boosted by

185 Interview with Guingona on the ¥ASEAN China Senior Officials Consultations
188 Interview with Guingona
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the conclusion of the 1975 Philippine-China trageeament. Philippine exports

to China increased from US$ 25.2M in 1975 to US4 Btlin 1979.

On October 13, 1980 a loan amounting to US$30 onillfrom the
People’s Republic was obtained to pay for the pasehof 500 mini-hydro power
plants. This cooperation has played an importald in tapping the country’s
wealth of rivers and waterfalls to provide electyido the remote villages and
island. In 1985, China became the Philippinds reajor trading partnet®’
President Marcos and Ambassador Chen Hsin Jen dsitire agreement. On
August 6, 1981, for the first time in the Philippsi post war history, a Chinese
Prime Minister came on a four-day state visit te Bhilippines. Prime Minister
Zhao Ziyang's entourage included Li Qiang, MinistéiForeign Trade, Chen Chu,
Deputy Secretary General of State Council and stf#rao agreed to continue to
supply crude oil to the Philippines at concessiqmales. The oil deal was one of
the three issues President Marcos discussed withePMinister Zhao. Other
issues were Philippine purchase of high-grade &mah China and increased
Chinese importation of Philippine coconut oil. Peillinister Zhao also pledged
that China would not intervene in the internal mffaf the Philippines nor will it

seek to impose its policies in Asiy.

During a 1984 visit of Imelda Marcos, the Chinegeead to increase its
trade volume with the Philippines from the targeft$)S$20 million in 1974, and

US$30 million in 1978 to US$500 million. The Chieeslso agreed to buy more

157 |bid. Borromeo, p. 103.
188 Diplomatic Agenda of Philippine Presidents (19%%). 334-345.
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Philippine products to balance the two-way tradee Trade in 1984 in fact had
reached US$300 million. Mrs. Marcos also negotiaedgreement for China to
supply US$60 million worth of oil on deferred payméasis. The PRC also kept
its word not to interfere in the internal affairg the Philippines and refrained
from providing any substantial support to the ComisuParty of the Philippines.

This hands-off policy delighted the Filipino Armé&arces leaders and surprised
President Marcos himself. However it also gavedpgosition KMT opportunity

to expand its influence among the local ChinesaénPhilippines®

There is no doubt that under the Marcos administrattrade volumes
between China and the Philippines increased. It thasoutcome of deliberate
positive political decisions made by the leadersboth countries. From zero
volume in 1970 to a target of $20 million in 1978e amount nearly doubled in
1975 and again in 1977. China moved from an inBgamt trade partner in the
early 1970s into the Philippines’ sixth largesttray partner in 1985. In 1985, the
PRC even dislodged Taiwan as the Philippines’ siatbest trading partner. The
Marcos administration indeed demonstrated that gpolitical relations with
China could lead to good business relatiti<hina’s purchase of Philippine
products had followed the number of diplomatic noiss Marcos sent to China.
Despite friendly political decisions to keep traawitually beneficial for both

China and the Philippines, the balance of tradegpixfor 1977, had been in

189 Benito O. Lim. “A History of the Philippines—Chingelations” inPhilippine External Relations in
External Vista(Philippines: Foreign Service Institute, 1998), pp-29.

0 Lauro L. Baja, Jr. “Philippine - China Relations:Philippine Perspective” in DFAJgnayan ng Lahi:
Celebrating Twenty-Five Years of Philippine-Chingldmatic Relations(Quezon City: VJ Graphic Arts
Inc., 2000), pp.23-24.
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China’s favor ever since the opening of diplomagtations between the two
countries. The drop in trade volume from $311.5liamlin 1982, to $$151.5

million 1983, and from $355.8 million in 1885 to ¥&®3 million in 1986, were

the outcome of political economic developments. diogp in 1983 was due to the
Philippine balance of payment crisis as a conserpa@i the assassination of
Senator Benigno Aquino. The drop in 1986 was dughéopolitical uncertainties

during and immediately after the SNAP electionsin@s main exports during

this period were mainly energy products, from cradgepetroleum products, steel
billet, chemical raw materials, machinery productmned goods, textile, to coal
and coal products. The main reason for the imbalaves due to the Philippines’
purchase of large quantities of cruel oil at aéffidship price.” Other products,
which were the outcome of China’s Four ModernizatRrogram, which started
in 1979, such as generators, tires, and processed, fwere not among the
Philippines’ top imports:’*

The litany of events actually is a mix of both atstand a system'’s level
analysis, but within a neo-realists framework - iy century world politics,
realism on one hand, views nation states as timeipal actors in world politics,
for they answer to no higher political authoritiloreover, conflicts of interests
among them are assumed to be inevitable. Neasnreali emphasizes the way
the (perceived) realities of international politdistate the choices that foreign on
the world stage. The purpose of statecraft isonati survival in a hostile
environment. No means is more important to that #van the acquisition of

power. And no principle is resources to promoseintterest and protect itself.

Y Lim, pp. 40-41.
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State sovereignty, a cornerstone of internatioadl, lenshrined the perspective,
giving heads of states the freedom and responsgilbdido whatever is necessary
to advance the state’s interests and surdi7alleo-realism, in keeping with the
contentions of classical realism, treats statesumisary actors who at the
minimum seek their own preservation, and at theimam, strive for universal
domination. As mentioned, Waltz defines structoyethe principle (hierarchical
or anarchic) by which it is organized and by thecdsfcations of functions of the
units. Furthermore, structure is defined by thstritiution of the capabilities
among the units, including, for example, the extenwhich it consists of actors
that are similar to or widely different from eacther as to the means of their
possession. Thus, in keeping with the realistditican also points out to the

balance of powel’

China was one of the first few countries that rexogd the Aquino
government two days after the EDSA “people poweolgion.” The Aquino
government did not give due attention to China.n@lwas the one who took the
initiative to revitalize its relations with the Mppines. One month after EDSA,
the Chinese Minister of Culture came to Manila ignsa Cultural Agreement
Executive program. In May of the same year then€ée agreed to: 1) restructure
payment of $11.2 million dollars in rice import die given to the Marcos
administration in 1985; and 2) renew a credit fioe$20 million dollars given to
the Philippines by the Bank of China. Beijing’s lgarecognition of the new

Philippine Administration under President Corazon AQuino, it was widely

2 pougherty and Pfaltzgraff, pp. 63-64.
13 Barry Buzan. “Peace, Power and Security: Conten@iancepts in the Study of International Relations”
in Journal of Peace Researc-2 (1984), pp. 109 — 111.
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expected that Philippines-China relations under Alj@ino administration was
headed to a good start. It was speculated by robegrvers that Aquino would
seek some form of economic cooperation with Ch8@ame even believed that
she would continue the Marcos era of good relatigitis China.'”* Expectations,
however, were proven wrong. In sharp contrasbhéoetarlier Marcos policy, when
commerce security and friendship were the substasfcéhilippines-China

relations, President Aquino’s East Asia policy wkesarly dominated by Taiwan.

It took the Aquino government almost three yearsetictivate RP-China
relations, albeit, mainly through the initiative Bilipino Chinese who supported
her presidency and admitting the violation, thelipjpine government expressed
diplomatic apologies. In December 1988, in prefiameof her state visit to China,
President Aquino signed Executive Order 313 whicbhibits all Philippine
government officials from visiting Taiwan whetharprivate or official capacities.
E.O. 313 also prohibits Philippine officials fromceiving Taiwanese counterparts,

but E.O. 313 did not attain its purpdse.

On the other hand, in February 1989, three yedes Bresident Aquino
assumed office, the Philippines and China signedagmeement to expand
bilateral trade to between $400 and $450 milliohisTwas lower than the
target set by Marcos in 1978. The primary item thmattivated the Aquino
government to sign the agreement was crude oil. A@ni 14, 1989, President

Aquino left for China seeking to strengthen dipldimdies and to retrace her

74 plleen S.P. Baviera. “China’s Evolving World Vieand the Philippines”, i€hina Across the Seas,
(Manila: Philippine Association for Chinese Studi&891), pp. 2-4
5 bid, pp. 11-13.
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roots in Hongjian, Fujian. In Beijing, PresidengAino met Deng Xiaoping,
Premier Li Peng and President Yang Shangkun. Téigrated China’s policy
of non-interference in Philippine domestic affaarsd their support of President
Aquino’s government. President Aquino was giveroaation of 10,000 metric
tons of rice by the PRC government. There was ameagent to further

increase bilateral trade over a five-year periofi@d0 million.

Neo-Realism maintains that while states maybe aqoecdewith raising
the population’s standard of living and promotingtional moral values
international, these goals must ultimately remaibosdinate to ensuring the
state’s survival, without which all aspirations al@omed anyway. To guard
against the worst-case scenario of national engiame or destruction, states
tend to see each other as potential enemies. sStadéy rely on powerful
friends for help, but only at the risk of abandominer exploitation. Friendly
inter-state relationships, moreover, are often sitary. The few states
powerful enough to dominate their environment dg feo this is the surest

means of attaining securit{?

Along this line, Robert Gilpin avers that the stagngage in cost-
benefit calculations about the alternative coursfeactions available to them.
To the extent that the anticipated benefits exdbedcosts, states are likely to
attempt to make changes in the system. In theegbmtf “rationality”, the
states will view the international system is inamdition of equilibrium to the

extent that its major actors are with the terrabrpolitical and economic status

% Roy, p. 228.
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quo. Itis acknowledge that every state or groaydd benefit from the change;
thus, the distribution of power represents thegypial means for controlling the
behavior of the states. Dominant states maintairetavork of relationships

within the system for the purpo&¥.

When General Ramos became thé" Bresident of the Republic in
1992, Taiwan just enunciated the “Southward Poliof/’economic expansion
through the ASEAN countries. Unlike President Amuihowever, President
Ramos took immediate steps to mollify the Chiné$e.made a state visit to
China from April 26 to May 1, 1993. His agenda rachdrom the expansion of
commercial relations with China to the resolutidnttee Spratlys dispute. To
emphasize the agenda, President Ramos not onlyedrtiee termination of the
trade-balancing program but also brought with himtep Filipino Chinese
tycoons to Chind’® The new trade protocol encompassed pledges of best
efforts on the part of the Philippines to buy Clse@ower plants, transmission
lines and towers, transformers, metal manufacturargl road building
equipment, electrical products, coal, textileselstaillets, mineral products,
chemicals, cotton, foodstuff and other consumensteFor China’s part it will
buy Philippine phosphatic and compound fertilizeseromite ores, copper
cathodes and concentrates, tin plates, cold-relieel, manganese, coconut oil,
fatty acid and alcohol, bananas, coffee beans, sivelled casheW® The

Ramos delegation also signed fourteen joint veragreements. China offered

Y7 Gilpin, pp. 9-11.

8 Danilo B. EnriquezRP-China Relations: A Focus on the Spratlys Questi®etro Manila: National
Defense College of the Philippines, 1993)

9 Lim, pp. 28-36.

80



a $25 million energy loan for the construction ahirhydro electric plants and
the commercial credit for two coal-fired power gknAt the same time,
President Jiang Zemin donated $434,000 to victifMdtoPinatubo'*°

During President Jiang’s visit, two agreements veggaed between the
two countries on November 26, 1996. One was AgreénBetween the
Government of the Republic of the Philippines ahd Government of the
People’s Republic of China on the EstablishmentAdditional Consulates.
The Chinese government gave its consent to th@pimés’ establishment of a
consulate-general in Guangzhou, with a consulartricis comprising
Guangdong Province, Guangxi Zhuang Autonomous Rediainan Province
and Hunan Provinc®! In addition, consular district of the Consulatenéel
of the Government of the Republic of the Philipsineas established in
Xiamen comprises Fujian Province, Jiangxi Proviand Zhejiang Provinces.
The Philippine government gave its consent to tllweBment of China for
reserving the right to establish a consulate-géner®avao, with a consular
district comprising Basilan, Sulu, Tawi-Tawi, Zandamga del Norte,
Zamboanga del Sur, Agusan del Norte, Agusan de| Bavao del Norte,
Davao del Sur, Davao Oriental, South Cotabato,g8oridel Sur, Lanao del
Norte, Lanao del Sur, Maguindanao, North Cotabatd, Sultan Kudarat. The
other agreement was for the Maintenance of the @atesGeneral of the

Republic of the Philippines in Hong Kong Speciaimidistrative Region of the

180 |bid, pp. 48-49.
181 Department of Foreign Affairs, Annual Report (1996
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PRC!®?

The most controversial issue between the Philigpared China during
the Ramos administration centered on rival claimghe Spratly islands West
of Palawan. This occurred even after an agreemastsigned during President
Ramos’ state visit to the PRC. The agreement stagdooth countries would
shelve the sovereignty issue, and adhere to the2 18SEAN Manila
Declaration enjoining all claimants in the Sprattgssettle their conflicting
claims peacefully®® After the Ramos visit, cooperation between the tw
countries went on smoothly until China’s occupatairthe Mischief Reef in
1995, recurrent entry of Chinese patrol boatsjriglvessels, and the attempted
occupation of the Scarborough shoal. These devedtosmot only engaged the
attention of the Ramos government but also ledtdrontational behavior that
soured Philippine-PRC diplomacy over the Spratf%it also gave the
Department of Defense reason to lobby for an irsered its budget in order to
modernize its defense structures. And it led thpadienent of Foreign Affairs
to shift its strategy from quiet diplomacy to “imeationalizing the issue,” by
guestioning the legitimacy of China’s occupation tbé Mischief Reef in
international forums. It has also brought Congiesthe controversy, and has
convinced many of its members to seek strongerrgg@rrangement with the

United States of America. Some of its members laastioned the wisdom of

182 HDFA Documentation of Protocols (1996)

!83China, Taiwan and Vietnam claim all the islandshie Spratlys, The Philippines essentially claimbyon
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the Philippine Senate in rejecting a new agreemanthe American military
bases rejected during the Aquino administrationeyTblaimed that with the
presence of the American bases, the Chinese woolddare occupy the

islands*®®

The Philippine military interpreted Chinese preseras: “invasion,”

“intrusion,” “violation of Philippine territorial gvereignty,” and “occupation”
of Philippine territory and waters. Since 1995 Rtelippine military considers
Chinese presence in the Mischief Reef as a thoe&hilippine security. In
1995 it was feared that friendly relations betw&dnna and the Philippines
would deteriorate after Chinese occupation of thechief Reef. In fact most
observers linked Chinese occupation of the Misctgefs with commercial and
trade issues. They argued that commercial relationgd only improve if and
when the Chinese occupation of the Mischief Reef wesolved. Several

Filipino political leaders demanded that the Chink=ave Mischief Reef as a

precondition to improved Philippine-China relatidfis

Indeed over the past decade there has been a tgndsn many
observers to associate political developments egitnomic performance. For
instance some quarters have claimed that rampdnéagping of ethnic Chinese
in the Philippines have led to flight of their cibito China. There is also talk

that the tension in the Mischief Reef could onlyaesrbate our commercial

18 Aileen S.P. BavieraBilateral Confidence Building with China in Relatido the South China Seas
Dispute: A Philippine PerspectiveA paper for the International Security Researctd @utreach
Programme, International Security Bureau. (CanBeégartment of Foreign Affairs and International dea
February 2001), pp.39-45.
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relations with China. We were told that from anemiational relations

perspective and particularly from a political stpatht security concerns that
are given primary importance as in the case of €@noccupation of the
Mischief would reduce trade activities. Yet a revief trade statistics from
1995 to 1998 appears to prove these observers wrtirgppears that despite
the China’s construction of a structure over thedlief Reef in 1995 and with
the controversy it has spawned since then, trademes between the two
countries have increased dramatically over the sawmeyear period. Trade
volume increased from $456.7 in 1994 to $1306 i8516r an increase of 65
percent. Indeed the trade volume increased mor&ediyrin 1997 when the
Mischief Reef controversy became more pronouncettha Asian financial

crisis occurred. More striking perhaps is the dabiat while the trade volume
between China and the Philippines increased duhegl997 financial crisis,
China’s trade volume with other ASEAN countriesplaeted significantly.

This is also true with Chinese investments in thiéippines.*®’

From 1995 to June 1998, when the Mischief Reekisgas smoldering,

China opened over 100 enterprises with a total sStwent of over US$140
million. And then at the height of the Mischief Remntroversy, when the
Philippines threatened to internationalize the asstwo of the largest
corporations in China set up subsidiaries in thiéigpines. The Haier Group
of China setup a subsidiary company for productmd marketing of air

conditioners in the Philippines and the China NaloTechnical Import and

187 Alejandro Lasan“The One China Option: A Policy Direction”(National Defense College of the
Philippines: Masters in National Security Admington Thesis, 1994), p. 18-22.
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Export Corporation (CNTIEC) established the CNTIBRilippine Mechanical
and Electrical Products Co. Ltf® Currently Harbin Power Engineering
Company Ltd., is engaged in a project of coal postation in Mindanao, the
investment totals $220 million. For this projecti@hwill provide $165 million
of seller’s credit. It appears that these new islidises are direct mainland
ventures and have no capital contributions fromRhigino Chinese. Chinese
investments were brought in by the Ramos liberatimapolicy and as part of
the broader incentive measures extended for foieMgstments. Moreover, the
Chinese believe that they have comparative advantager competing
industries as they have newer technology and maghi€hinese FDI ventures
were started in 1995. The investments were mainlyselected ASEAN
countries such as Malaysia, Thailand and in 19B&, Rhilippines. These
ventures were undertaken with Chinese governmeatuzagement®®

President Fidel RambS8is a seasoned military man who became Chief
of Staff of the Armed Forces of the Philippines &décretary of National
Defense, he has to rise above his personal prefeseto honor the 1975
Communiqué. A year after into his term, he madstae visit to China
essentially to reaffirm his administrations comnetrhto the One China policy
and settle pressing issues like imbalance traderstaying Chinese, the
Chinese poaching in Philippine waters, the conteistiSpratly’s claims, among

others. The visit warranted numerous commitments l@lateral agreements

18 Reynaldo Lesacarriplications of the Establishment of Diplomatic Rieles with The Peoples Republic
of China (Metro Manila: National Defense College of thélippines, 1998), pp. 56-57.

189 Andes, pp. 111-118.

190 ifted from an interview with President Fidel V iRas on August 2005 at the National Defense College

of the Philippines by Gloria Mercado.
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between the two countries including the establigitnod additional consular
offices in key cities for both countries. Chinlelvise reassured the Ramos
government that China has no expansionist agehdanated funds to the Mt.
Pinatubo rehabilitation, as well as proposed a jGommittee or exploration in
the South China Seas.

This stand is consistent with Denny Roy’s assertioet in the neo-
realism view, international cooperation is resgttty two phenomena — the
first is every state’s fear of leaving itself vutable to the control of foreigners,
and the second is the relative gains problem. Hyean absolute terms, two
states would gain by cooperating, one would belite gain more than the
other. Thus, relative to each other, one statddwgain and the other will lose.
Facing these prospects, the expected loser wouolohpty refuse to cooperate,
foregoing an absolute gain in order to deny itslria relative gain. Neo-
realists also assume that states are rationalarynéctors in their external
behavior because when it comes to internationatiogls and foreign policy, all
factions and organizations agree on the common gjoalaking the states as

secure as possibté!

The effort to refine neorealist theory encompaskeseformulation of
power, as well as the development of greater utalaisg of the conditions
under which cooperation rather competition will bleosen as a preferred
option. It therefore, also include an effort tadge domestic and international

politics, and more specifically, to relate domestcuctures to international

¥ Roy, p. 229
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structures.  Although, survival represents themdte goal of the states
according to the realists, the neo-realists belteaeit depends on the ability of
its leaders to meet and overcome the challenges &wd maintain support of
societal groups and conditio€. States may therefore accumulate economic
wealth and technological strength for both domesdiocd international
benefits.!®® Buzan, Jones and Little, also suggest that theee umits’
capabilities, the nature of which affects the in&ional system. Specifically,
this includes technology and shared norms and @atons. Technology
provides an important means by which units interjust as norms and

organizations shape the systemic setting withirctviniteraction takes placé’

The year 2001 onwards was witness to the changiw®gdf history.
Countries across the globe face compelling issnethe national level and
those, which transcend national boundaries. Elesnafinthange - globalization,
information technology, the Internet, environmeradl humanitarian concerns,
terrorism, drugs and global crimes -have led taudmnces and fuelled
domestic and regional conflicts. The events of &apeer 11 drastically altered
the security environment of the post-Cold War &ta.longer can we operate
under the same assumptions previous to that fatifid. Gloria Macapagal
Arroyo was then Vice President when the Estradaidtration was besieged
by allegation of massive corruption and graft, appy an impeachment,
which led to EDSA People Power Il. An economistpfession, she was

formerly Undersecretary of Trade and Investmentd &h term Senator.

192\Waltz, pp. 70-71.
193 Mastanduno, et al, pp. 463-464
194 Buzan, et al, p. 36.
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Daughter of former President Diosdado Macapagatrethwas so much
expectation on her administration from the crosstige of civil society,
businessmen, civil service and masses alike wh@astgrd the people’s
revolution, which led to her assumption as Pregidarmroyo in her Medium
Term Philippine Development Plan had tasked theaiepent of Foreign
Affairs to undertook strategic thrusts that wouléepen the country’s

engagement with the rest of the world through dswelent diplomacy?”

In 2001, Arroyo has tasked the Department of Foréldfairs to be
steadfast in its mission to advance the interestth@® Philippines and the
Filipino people in the world community. The Phgipes pursued three main
foreign policy objectives, which are national ségpiidevelopment diplomacy,
and the promotion of the welfare of Filipinos oweas, against the backdrop of
eight realities underlying the foreign policy oktlArroyo administration. The
more crucial points to this study includ€8China, Japan and the United States,
and their relationships, will be the determiningluance in the security
situation and economic evolution of East Asia; Mared more, Philippine
foreign policy decisions have to be made in thetednof ASEAN; The
country's economic growth will continue to be héadependent on foreign
investments; The coming years will see the growmnpgortance of multilateral
and inter-regional organizations to promote comnmberests; The defense of

the nation's sovereignty and the protection ofetwironment and natural

195 http://en.wilkipedia.org/wiki/arroyo/
1% Teofisto Guingona. “Challenges in Philippine FgreiPolicy” in Economic Development After
UNCTADX for Developing CountrieBangkok: UN Documentation, 2002), p. 46.
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resources lie at the heart of foreign policy; A rtoy like the Philippines can
benefit from international tourism; and, Oversed#iRos will continue to
play a critical role in the country's economic aodial stability’

To facilitate the attainment of these objectiveg Department adopted
cultural diplomacy and public diplomacy as essérbals in achieving our
foreign policy goals. Likewise, security interestemand our priority
attention. The Department works with other agend® contribute to the
enhancement of the nation's security and the grotethe country's territorial
integrity and national sovereignty. The Philipmnalso works closely with
other countries to address threats to nationalrggcuSustaining the peace in
the Philippines and in the region will require dooing attention to our
relations with neighboring countries as well asntaas in other regions. The
Philippines is determined by its geography as ahipelagic state in the
Southeast Asia region. Our relations with neightgpgountries are dictated by
our desire to achieve peace, prosperity and dhalwithin our borders and to
contribute positively towards a lasting peace i iagion **®

Relations with the Philippines' Asian neighbors evdeepened through
a series of high-level visits, bilateral consuttas and the conclusion of
agreements. In May, the Vice President and SegrefaForeign Affairs made
his first round of visits to Singapore, Brunei allhlaysia. President Gloria

Macapagal-Arroyo also made state visits to MalgySagapore, Brunei

97 The 2005 Annual Philippine Foreign Policy Overviéss an official working document of the
Department of Foreign Affairs for the guidance amiqy direction, redirection and implementation of
the country’s overseas mission

198 DFA Strategic Thrusts (2001-2005)
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Darussalam, and Indonesia to reinforce bilateesl with ASEAN partners’®

President Arroyo's state visit to China from 283tb October 2001
provided the opportunity for pursuing areas of a@yagion in combating
transnational crimes; the extradition of accused aonvicted persons; and
encouraging China’s positive role in the regiorrtipalarly with regard to the
South China Sea issue and the adoption of a Rddgtnde of Conduct in the
South China Sea. President Arroyo visited Japad2t6 September 2001.
During the visit, the President and Prime Ministoizumi affirmed the
importance of holding the first bilateral Politi&ecurity Dialogue and of
cooperating closely in the fight against terrorisamti-piracy and other
transnational issues. Both Leaders discussed waysnbancing bilateral
relations. The Memorandum of Understanding betwherGovernment of the
Republic of the Philippines and the People’s Rejpulifl China on cooperation
against illicit traffic and abuse of narcotic drugsychotropic substances and

control of precursor chemicals, 30 October 268

Arroyo’s Administration also saw relations with tAenericas expand
through high-level visits. In November, the Depastinhelped to organize the
President's working visit to the United States,alhiesulted in the following:
A package of benefits from the US government, fam@ninstitutions and the
private sector amounting to US$ 4.6 billion in vgl® commitment for more

defense assistance, totaling US$ 92.3 million; igfrexecutive and legislative

199 DFA Annual Report (2001)
200 Briefing Paper to Congress on President GloriayarrState Visit to PROC and the Details of
Agreements Signed (2001)
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commitments to pursue the Veterans Equity BilleB8¢thened economic ties
between the Philippines and the United States anérgted strong support for
the country's development priorities, particulanty the areas of agriculture
modernization, financial sector reform and the dlgy@ment of SMEs; Concrete
US support for accelerating the economic transftionaof Mindanao as a
foundation for durable peace in that region; Commeitts for technical
assistance in the effective implementation of thei-Money Laundering Act
and for the development of the agriculture secfor;agreement to conduct
exchanges of disaster management professionalgoanty conduct forums
and training in furtherance of the approved Coadpanan Disaster Prevention
and Management; A package of US$ 49 million fromAUSfor development

projects in 2001, as well as a commitment of US$n@iBon for 20022%*

Meanwhile, in 2003, China attracted US$57 billioorthh of direct
foreign investments, second only to the UnitedeStéhat had US$ 86.6 billion.
The gross foreign trade volume of China last yei08) reached $851.2
billion, becoming the fourth largest trading natiby replacing France. It is
projected that China’s foreign trade this year @0tay reach US$ 1 trillion,
becoming the third largest trader by overtakingadapChina’s trade volume
with ASEAN countries increased by 6 times in thetfian years, reaching US$
54.77 billion last year. This trade volume is expdcto reach US$100 billion

next year.?*?

lBriefing Paper to Congress on President Gloria yor®tate Visit to PROC and the Details of
Agreements Signed (2002)
292 Jintao Hu, President: People’s Republic of Ching&olden Age of Partnershipetter to H.E. President
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An International Monetary Fund Report declared tilabal economic
growth is highly dependent on China and the US.rEpert further stated that
in 2004 China’s economy rapidly grew by 9.5%, 8.i8%2005 and is expected
to grow by 8% in 2006. Investments in China maddbf of gross domestic
product last year and is continuously picking ugthdugh regional gross
domestic product will slow down in 2004, China’s Bill only be affected
moderately. China’s share of world trade may tripten 3% in 1992 to 9.8%
by 2020 according to a World Bank Rep@ttChina has also stuck to its
currency model to the detriment, as perceived leywbrld’s richest nations
(G7) and the IMF, of other economies because distrtbuting to precarious
global imbalances. China is stiffly defending itssplion because it believes
this is the reason for the slow but steady growtiisoexports. In fact, during
the first quarter of 2005 China’s exports grew By986 and resulted in a trade
surplus of US$ 16.6 billion for the quarter andatedly added to the pressure
to let China’s Renminbi or Yuan appreciate in valagainst the dollar.
Accordingly, “...the Chinese currency has been ablede piggy-back on a
falling dollar to enable the country’s exports tojay an artificial edge on
global markets.”®**However, China’s Southeast Asian neighbors bemkfite
from it and earned China a lot of goodwill pointhiem, during the 1997
financial crisis in the region she didn’'t devalwex burrency.

China’s rapidly growing economy however, has reslih the

Gloria Macapagal Arroyo on the occasion of th&' 3niversary of the establishment of diplomatic
relations between the Republic of the Philippined the People’'s Republic of China. (Manila: PROC
Embassy, June 9, 2005)

203 China Statistical Year Book (2004)

204 DFA Annual Review Situationer for Senior Foreiger@ce Officers
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country’s rising demand for oil. According to thaiAn Development Bank, “The
PRC’s demand for oil grew by 9% in 2003 to aboud 2illion tons, or double
the 1992 level. Net oil import in 2003, at 91 naitlitons was more than twice the
1998 level...the demand for oil will continue its ugma spiral...production from
the nation’s aging oil fields will decline...oil camsption could reach 600
million tons by 2020, with 400 million tons impodté 2°°

Indeed, China is the fastest growing market foliphine exports. From
being the 19 biggest trade partner in 2001, China has movedoulpeing the
Philippines fourth biggest trade partner in 2006ade between the Philippines
and China has been exceeding the goals set anltetesua trade surplus for the
Philippines amounting to $4.8 Billion in 2004. &n2002, annual growth rate
reached 55%. In 2004 bilateral trade was $13.3dBillexceeding the $ 10 billion
set for 2005%° During the state visit of President Hu Jintao-&#na relations
were further boosted with the signing of 10 govegntrto-government and four
business agreements worth $1.1 Billion in investsi@md the granting of $ 524
million in loans. Among the more important projettsbe undertaken is the 80-
kilometer rehabilitation of the northern railwaysggm spanning from Manila to
Clark in Pampanga. Another major project is thieabglitation of the Nonoc
Nickel mine in Surigao Del Norte worth $ 300 mitiolf all goes well, the total
project cost could well reach $1 billion. Other adae projects include an

industrial glass factory and an herbal medicinéglifgcworth a total of $300

205 Asian Development Bank Report (2003)
208 http://www.dti.gov.ph/
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million.?°” A boon to agriculture and to the economy is theotuction of high
yielding rice and corn varieties. The high yieldirige variety produces three
times more the amount of the current crop, fromt8r&s to 10 tons per hectare.
208

The Arroyo administration in the onset has beely definite on its policy
direction for a “’deep engagement” with PROC, hemtleher programs and
policy issuances were consistent. However, despitd firm commitment to the
One China policy, being a liberal economist, shevks that Taiwan’s economic
prowess plus its strategic proximity to the countgn never be undermined.
Hence after all her political debts, she appoir@erhreer Ambassador as Chief of
Mission of MECO to ensure that the Philippines oatimize the gains from the
unofficial relations. Thus, it put in placed apickl institutional mechanisms like
the Special Hiring Program, purposive focus on saciltural and educational
exchanges, among others. Arroyo’s administratiamegso much credence to
international organizational and regional groupihkgs the ASEAN, WTO, APEC,
etc.

The Arroyo performance is akin to a liberalist slas- since 1970,
Liberalism was revived under the rubric of Neo-dlsm like the political
scientists Robert Axelrod and Robert O. Keohane agiowhy states choose to
cooperate most of the times in the anarchic camitif the international system.
The answer can be drawn out from the ‘prisonetshaina, bottom line it was for

the self-interests of both to cooperate. Similastgtes are not faced with a one-

27 Board of Investments (http://www.boi,gov.ph/stitis)
28plitao Malinao. “GMA to Strengthen RP-China Relat®, in Philippine Digest(A Project of the
Presidential News Desk, October 2001), pp. 1-3.
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time situation; they confront each other over amdrcagain on specific issues.
Neo-liberals do not believe that individuals nallyra&ooperate out of innate
characteristics of the species; the prisonershtih@ provides neo-liberals with a
rationale for mutual cooperation in an environmehere there are no rules for
such cooperation.  Such cooperation emerges bectrseactors having

continuous interactions with each other, it is e tself-interest of each to

cooperaté®®

Institutions may be established, affecting the {iolgges of cooperation,
but do not guarantee cooperation. For Neo-libesdsurity is essential,
institutions helps to make security possible. ita8bns provide a guaranteed
framework of interactions; they suggest that thveitebe an expectation of future
interactions. These interactions will occur nadtjan security issues but also on
the whole suite of international issues includingmian rights, environment,
immigration, and economics. Institutionalism amarap-liberals offers a broad
base approach in understanding state’s behaviothebrizes that states act on
self-interests and focuses on broad institutiomatdrs that may influence the
ability of the state to negotiate joint outcomesiich are mutually beneficial to
them. Self-interested parties coordinate theiral@r in order to reap “joint
gains” in the context of norms, rules and practittest constrain activities and

shape expectatiofs’

The theoretical frame of neo-liberalism consistsoabf integration,

29 Robert O. Keohane and Joseph Nye. “Achieving Caaijzen Under Anarchy: Strategies and Institution”,
in International Organization(Summer 1971), pp. 239-240

#0peter M. Haas. “Epistemic Communities and Dynarofcternational Environment Cooperation”, in
Regime Theory and International Relatiofidew York: Oxford University Press, 1993), p. 182
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interdependence and regimes. Interdependence isldhenant feature of the
world politics since the postwar era. The world Heecome interdependent in
economics, in communications, in human aspiratiém&rdependence refers to
situations characterized by reciprocal effects anoountries or among actors in
different countries. Interdependence in this contlees not necessarily mean that
there is equal distribution of benefits among tleoms. The term used is
“asymmetries” where one actor is less dependent tha other and that this
relationship can be used as a source of powerrgmlyang over an issue. In the
advent of globalization, countries are faced with thallenges to cope with the
fast pace of the changing world econafty.

Interdependence can be more specifically defineal msitual dependence
between two or more parties, it may be asymmetrisyonmetrical, but it still
causes consequences or reciprocal effects to docall parties based on the
actions of any of the parties, as based on thelartinterdependence in World
Politics.” In relation to this it is also benefitito understand the concepts of
being sensitive and vulnerable so as to deternmeextent by which parties will
be affected by their interdependence relationsnsBwity” refers to the speed
and costliness of certain movements in relatioa frarticular party (in this case,
country). “Vulnerability” is more inclined to theapability (or lack thereof) of a
country to find alternatives in the light of eventghich impact the country in a
very fast or costly mannéf?

Neo-liberals can adhere to the realists tenet #tates are the most

21 Robert O. Keohane and Joseph S. Ngewer and Interdependenc@.ondon: Scott, Foresman and
Company, 1989), pp. 23-24.
212 pid, p. 25
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important actors on the world scene which act dutsaf — interests in an
anarchical environment, without needing to renoutiee liberal insights that
states are able to realize common interested throcmpperation and use
international institutions to this eftf In the behavioral dimension, international
regime can influence the government to implemeatrtiles of the regime and
comply with even inconvenient commitments. Intéioral regimes can alter the
preference ordering of the government. A morequnél one is that the regime
can change the political structure of a state. ilRegcan also strengthen the
domestic political groups that support the reginmes and encourage rule
compliance by the new government whose interestsarved by the regime. It
can alter loyalties and encourage integration awé livilizing effect$™

In sum, Neo-liberalism adheres to basic tenets easodracy, peaceful
conflict resolutions, collective security, disarmemts, geopolitical connectivity —
what happens within a country can change the géemablmap of the globe,
economic underpinning of international behaviorge thole of international
organizations are crucial, and neo-liberals havergigreat emphasis on bilateral
and multilateral diplomacy for the promotion anatection of human rights, as
well as put the topic of humanitarian interventioto the spotlight and out of the

cold?®

23 Andreas Hasenclever, Peter Mayer, and Volker &igfer.. Theories of International Regim@ew York:
Cambridge University Press, 1997), p. 83

24 Mayer, p. 424.

21> Michael Doyle. “Liberalism and World Politics Reited”, in American Political science Revies0,
(December 1986), pp. 10-14.
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In sum, the relationship between China and thdpgphes:

Table 3;: FOREIGN TRADE PHILIPPINES-CHINA
F.O.B. Value in US$ millions
(1971-2006)

Marcos Aquino Ramos Estrada Arroyo
1971 - 1986| 1987 - 1992| 1993 - 1998| 1999 - 2000| 2001 - 2006
Imports 1,798,884 1,238,483 5,373,726 1,824,384 3%3,527
Exports 795,250 508,424 1,726,879 1,238,073 1546240,
Total 2,594,134 1,746,907 7,100,60% 3,062,457 2B 9@
Average 0.17 0.34 1.42 3.06 5.80
Per Year
RP - China Trade Relations
Bilateral Merchandise Trade
in US$ million
35,000,000
30,000,000 —
25,000,000 |:| |mp0rts
20,000,000 B Exports
15,000,000 P
10,000,000 O Total
5,000,000 5
0 4m=l] = | I|—|-|_|I 1
S QO S > O]
00 \‘>\(\ 6\0 'b*é 04,
> N S N Q)
W g ¥

Figure 8: CONSOLIDATED RP—-PROC RELATIONS FOR FIVE
ADMINISTRATIONS

(Source: Bureau of Export Trade Promotion, Departmat of Industry)
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C.3 Implications to the Philippines

ASEAN remains a cornerstone of Philippine foreighiqy. Consequently,
the DFA ensures that the Philippines participateecevely in ASEAN meetings,
activities, programmes and projects and maintalosecrelations with ASEAN
member countries and Dialogue Partners. Former Rfesident and Secretary of
Foreign Affairs Teofisto T. Guingona, Jr. partidpad in the ASEAN Foreign
Ministers’ Retreat in Yangon, Myanmar, on 30 A@d01. The Retreat enabled
the Vice President to engage in open and frankudsgons on regional issues and
to establish good working relationships with hisE%8\ colleagues. The country
advanced major ASEAN thrusts lik&® 1) at the 34th ASEAN Ministerial
Meeting, ASEAN Foreign Ministers endorsed the Pbilne proposal to establish
Common Professional and Technical Standards in AREAhe proposal is
intended to encourage ASEAN member states to segieh benchmarks in
education, skills and aptitudes to further enhatiee competitiveness of their
professionals and workers, as well as contributeawowing the development
gap in the region; 2) the Philippines continuesptasue the adoption of a
Regional Code of Conduct as a first step towamldirig a peaceful resolution of
the territorial conflicts in the South China Sea;Philippine involvement in the
global fight against terrorism was based on Uniiations Security Council
Resolution 1368, which mandates member-countriegoito the international
coalition to combat terrorism. Recently, the Plpires, together with Malaysia

and Indonesia, completed the draft of a trilateaérational agreement against

#8The major ASEAN thrusts were culled out from a poahensive report of Undersecretary for Policy of
the Department of Foreign Affairs — Sonia CatunBexrdy on ASEAN Initiatives for the past five years
to include the ASEAB China Senior Officials Conatitins in Shanghai, 2005.

99



terrorism to secure and safeguard common borders.

The Philippines worked for the adoption of the ASEMeclaration on
Joint Action to Counter Terrorism at the 7th ASEAYMmIt, held in Brunei
Darussalam on 5-6 November 2001; and, 4) the Binmigs has taken an active
role in the partnership building of ASEAN + 3. TRailippines continued to play
an active role in strengthening East Asian Coopmraat the 5th ASEAN+3
Summit. At the Summit, efforts to achieve the wsaf a 13-member East Asian
Community have gained momentdm.

The Philippine foreign policy framework of the Rpgines as stated in the
preceding discussions is essentially ASEAN cenainst with purposive deference
to the powers—United States, Japan, and China.s@éberity of the country has
become a major thrust of foreign policy, reflectthg change in emphasis from
domestic to international strategic issues. Themaling geopolitical reality is
the fact that the Philippines is strategically kechat the crossroads of the Asia—
Pacific, lying between insular Southeast Asia aodtiNast Asia, at the same time
linking the whole of East Asia with South Pacif® It is an archipelago
consisting of 7, 100 islands, with a total coas#irof 17, 460 kilometers — twice
that of the continental United States and withrallto water ratio of 1:7. Fifty
five percent of the population lives along the ¢lraes.

The territory is, moreover criss-crossed by straised for international

navigation. These include the Luzon Straits betw&aiwan and the northern

27 Brady, p. 1-4.

218 The 2005 Annual Philippine Foreign Policy Overviégs an official working document of the
Department of Foreign Affairs for the guidance aiqy direction, redirection and implementation of
the country’s overseas mission.
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most islands of Luzon, the San Bernardino and &arigtraits connecting the
Philippines to the East and South China Sea toAtest, and North-South route
connecting the northern part of the South ChinatBdahe Celebes. The eastern
seaboard of the country faces in rich fishing gdsurof the south Pacific,
attracting the distant waters fishing fleets of &mr Taiwan, Japan, and of late
China?*®

The geographic setting and archipelagic naturehef dountry make the
Philippines highly vulnerable to foreign intrusioaad external threats. While
there is a common perceptions that there is no uneee danger of major external
aggressions directed against the country in thet st medium term, it is also
true that concerns about regional instability amdeptial external threats has
grown conspicuously over the last several yearse doncern is traceable in part
to the strategic uncertainties accompanying theoétide cold war.

Ironically, the bipolar rivalry between the Unit&tates and the Soviet
Union, and the threat of their mutually assurederrcdestruction, provided what
was perceived to be more stable and predictablgagkecurity situation. Today,
most countries of the world are hard put to idgntie clear-cut threats as
emanating from specific countries or opposing idgms. Rather in this era of
intense interdependence among nations, the soaf@flict and instability are
more diverse and multi-dimensional. Less predietavid therefore, in real sense
more worrisomé?°

There is uncertainty and some anxiety over the tlodé a huge and more

Nttp://www.gov.ph/aboutphil/general.asp/
220 Baviera (2000), pp. 67-69.

101



powerful China would play in East Asia, where ishe number of unresolved
territorial claims including with the Philippine<hina is the Philippines nearest
neighbor to the north, with the exception of TaiwamRelations between the
Philippines and Taiwan had been normal since tih&bkshment of diplomatic
ties and marked by active people to people cont@ompared with the rest of the
ASEAN, the Philippines lagged behind in expandimgdé and investment
opportunities with China. Manila’s geographic groity to and the long standing
commercial linkages with Taipei also presented lehgks for Philippine
implementation of the one china policy, thus crgatninor difficulties in Manila-
Beijing ties??*

The remarkable progress in Chinese economic reftwasscontributed to
China’s growing engagement with its neighbors anth wther major powers.
China has also demonstrated its capacity to belhava responsible power in
promoting global security and welfare. Still, thveew from its immediate
backyard in East Asia is marred by lingering fatiet China’s emergence as the
new rising power may cause difficulties for its d$leraand less influential
neighbors. Beijing is involved in territorial asdvereignty disputes with several
countries in the region. It is self-confessedlyiag to project a major military
presence in its surrounding oceans within a fewades. It is currently
dissatisfied with the current global and regionalabce of power. Having
suffered humiliation at the hands of the other peswe the past, Chinese elites
are prone to translate their newfound self-confogeimto narrow nationalism. It

therefore comes as no surprise that despite fregassurances from Beijing,

221 Baviera. 1991, p. 6-7
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many other countries including the Philippines! s&ind to see it as at least

potential source of instability?

C. 4 Policy and Strategic Thrusts

Most Southeast Asian states have enjoyed the petp@t of ruling
regimes, while others such as Malaysia, Singapodel@onesia—experienced a
smooth transition of power that further consolidapelitical stability. Such trend
bodes well for the enhancement of intra-regionalperation amid the emergence
of an interrelated security and economic envirorinveith the current spirit of
solidarity and cooperation in Southeast Asia calfb provide a foundation for
resolving outstanding territorial disputes in thegion. On one hand, the
Philippines is committed to support the deepenihthe ASEAN integration, as
well as cooperation in development and security an the other hand, the
Philippines does not lose sight of its primordiahbof becoming a major trading
partner in the ASEAN region and other allies likeited States, China and Japan.

Based on the final Focused Group Discussions fathl by Dr. Gloria
Jumamil- Mercado, MNSA and attended by the Natio8akurity Adviser
Norberto Gonzales, Senator Loren Legarda, Lt. G#n&amuel Bagasin,
Businessman Shirley Plaza, Former Ambassador Eddasginosa and Former
Vice President and concurrent Secretary of Foréifairs — Teofisto Guingona,
Jr. a comparative assessment of the advantagedisadl/antages of the 5 policy
areas for prioritization used the criteria or measaf viability that is utilized by

the National Economic and Development AuthorityeTdriteria as discussed in

222 |pid, pp. 11-13.
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Chapter 3—Research Methodology—Preferred Optionseta¢ion Flow, are

three prongedfeasibility; suitability; and acceptability (FSA).

The argument foffeasibility” means that the selected option is generally
the least costly in terms of monetary factors. itlfis more expensive
comparatively, an exception can be justified witthie realms of “social benefits
and even welfare effects” — when two or more compgethoices would yield the
same costs, but the benefit of the other is gredber former becomes the
preferred option.

The criteria for its Suitability” are analyzed within the context of
“consistency or conformity with existing laws orrnts, or established national
policies. These principles are the guiding postsrisure that “national interests”
is the primordial considerations.

The criteria for acceptability” are taken within the parameters of the
diverse interest of its stakeholders. The prefeoptions can be operationalized
within the capabilities and resources of its stakadrs and at the same time,

equitably promoting the welfare of these stakehslde

The following ranked as to priorities are as folfow

1. The Philippines must continue to support iniied designed to enhance
regional integration. With ASEAN’s combined grossntestic product of US$
800 bhillion, the country is committed to the praxesd trade and investment
liberalization in the region. In the 7th ASEAN Sumin Brunei Darussalam last

November, President Macapagal-Arroyo sought totaéze and reinvigorate
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BIMP-EAGA. With the aim of restoring investor comdince in the sub-region,
the President must push further for several imdgst which include focused
government intervention, strengthened security eoafpn, a review of
institutional mechanisms, development of small aneddium enterprises and

project facilitation.

2. ASEAN member countries must collectively mowsaad liberalizing trade not
only within the region, but with the other econorhieavy weights as well. The
realization of separate free trade agreements @Gitima, Japan, India, Australia
and New Zealand would likely further entrench Seasit Asia as the fulcrum of
economic cooperation’s in East Asia. This trend d¢jiaen rise to the urgency of
narrowing the development gap within the ASEANtfis end, the ASEAN must

accelerate efforts to bridge this divide in thersewf their integration.

3. Southeast Asian countries must also begin ttoexpvays to address its energy
needs. While countries in the region have indivijuaddressed the matter, they
have also to move together in partnership witloiter dialogue partners like the
ASEAN+3 to collectively find creative solutions $uas tapping its wealth of

natural resources and alternative energy sources.

4. Corollarily, the threat of terrorism which gahized individual countries to

strengthen regional cooperation to counter the woenmust be pursued

relentlessly. In any case, Southeast Asian tetsgrivhile having the capacity to
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bring down by force of arms any government in #gan, terrorist attacks could
weaken economies and foster increased inseculigsheir success could only
hinge on the unlikely radicalization of the predoamtly moderate Muslim

population in Southeast Asia.

Also, critical to the evolution of Southeast Asiafam would be whether
or not the moderate or a militant version of podti Islam would prevail in
majority Muslim states, primarily Indonesia and B\aia. However, radical
Islamists, whether violent or not, remained a migoin Southeast Asia.
Nevertheless, the current interplay between radstaimism and terrorism present
complex challenges. Indonesian and Malaysian groupduding separatist
groups outside these two countries—though drivegelg by internal factors and
domestic agendas—have developed links with tetramstworks based on
ideological orientation and biases. This has edkedmeans by which terrorist
groups infiltrate and influence domestic radicabups, and by extension,
mainstream Muslim organizations. At the same twtgle Muslim populations in

Southeast Asia, whether moderate or conservatigapgrove of the goals and

methods of extremists, they are reluctant to begreed as taking the side of non
Muslims against fellow Muslims. Overall, while Ist&c radicalization of

traditionally moderate Muslim Southeast Asia appdaremote for now, the
maintenance of the region’s moderate Islam traditimuld largely hinge on the
ability of existing secular government to maintatability, while expanding the
state of Muslim organizations in government affairs

Alongside efforts to address sources of regionalecdnrities, some
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Southeast Asian states continue to grapple withedtio insurgencies. Despite
the sustained ethnic and separatist conflicts vers¢ Southeast Asian countries,
the continued peace processes with the armed wggoeips, such as in the
Philippines and Indonesia; lend hopes for pea@®ine restive parts of the region.
The ASEAN member countries must therefore suppacheother in the peace
talks and confidence building measures like the dMistamic Liberation Front

(MILF) of Muslim Mindanao on going peace negotiatiavith the Philippine

Government wherein ASEAN countries are observers.

5. Enhanced transnational cooperation among ASEANita dialogue partners is
also an imperative due to the continuing threatnwritime insecurity. The

concerted efforts of Malaysia, Indonesia and Siogapo safeguard navigation in
the busy Malacca Straits has not only highlightezl urgency of fighting sources
of maritime anxieties, but inspired other countragside the region, such as

China and the US, to focus attention on maritinegty in Southeast Asia.

6. The Philippines must abide with its commitmeintdine with the collective

decision to accelerate the ASEAN Free Trade Araattble, which advances the
elimination of all tariffs by 2010 for the ASEAN-#&nd 2015 for new members.
With a total trade of US$780 billion, the Philipps has benefited from better
trading relations with ASEAN. Since 1993, the Riplnhes’ trade with the rest of
ASEAN has increased 400 percent from US$ 2.7 billio 1993 to US$ 10.9

billion in 2000. Philippine exports to ASEAN expatiseven and a half times

from US$ 797 million in 1993 to US$ 6.0 billion 2000, while imports from
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ASEAN grew two and a half times from US$1.9 billimmUS$ 5.0 billion in the
same period. As a result, ASEAN now has a sixtemognt (16%) share in the

Philippines’ foreign trade’*

22 Brady Report, p. 6.
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CHAPTER V
CONCLUSION

This chapter discusses the researcher’s conclusidnrecommendation for the

study.

A. Conclusion

Indeed the preceding cursory has proven the hgsathhailhe better the level
of relationship is between China and the ASEAN as eegional block, the better the
chances for China and the Philippines to enhance hoonly its traditional
relationship in bilateral trade and investments, b also the more contentious issue
of amicably resolving the South China Sea conflictnore specifically, the Kalayaan
Group of Islands or Spratlys.
As the study showed, the strength of ASEAN memhmmtries to pursue an active
partnership within the cooperation as well withestpbowerful countries is niche into the
institutionalization of the integration within Stwtast Asia. This subsequently led to a
deepening of relations within the region and hagwed a sense of common purpose that
has anchored the ASEAN since its inception in 1967. Despite divergent political
orientations, ASEAN members have indeed displaysigéative competence in charting
the bloc’s course to meet emerging challenges apdrtunities. Regional integration has
also reinforced the stake of individual states &gk conflict and instability at bay.
Furthermore, the ASEAN has continued to buttresdsition of diplomatic centrality
through establish alignments in the ASEAN regidioallm as well as new frameworks
such as the Asia-Middle East Dialogue and the tdoangural East Asia Summit.

Overall, Southeast Asian countries have moveddjasa to the region’s fluid
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political, security and economic realities. Thepexdive nations in the region have
embarked on activities that encompass the wholeugampolitical, strategic, security
and economic goals aimed toward building regioredilience amid contemporary
challenges and trends-Hence, making it viable for ASEAN to expand its dibogue
partners like ASEAN+3 and even evolve the partnersp to a robust trade relations
and even undeniably security relations. This was the case of the China-Philippine

Relations as reflected by the volume of trade athprship in defense and security.

B. Recommendation

All told, it becomes very compelling for ASEAN mesthcountries to deepen the
cooperation and integration process not only amotiygsm but with other strategic
countries like the dialogue partners of ASEAN+3asBd on all the discussions of the
study, ASEAN individual member country clearly b&héom regional cooperation
since there are mutual gains in all parties invdlv&hina maintains peaceful
coordination with all the ASEAN member countriestke bilateral cooperation with the
individual member states greatly progressed. énctiise of the Philippines, there was an
increase of trade with China and territorial digswivere also settled through the help of
the ASEAN as an international structure. Thus, dta#e and nature of ASEAN-China
relations impacts positively into the national net of the Philippines.

Given some limitations like time, there were essgriindings in the study that
needs further research particularly with the pwditissues within the ASEAN structure
and its dialogue partners. However, the contributm academic and policy research is

the “analytical value” of the results that can geg some insight for further studies.
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ANNEX A

ASEAN CHARTER:

CHARTER OF THE

ASSOCIATION OF SOUTHEAST ASIAN NATIONS

PREAMBLE

WE, THE PEOPLES of the Member States of the Association of Southéasan

Nations (ASEAN), as represented by the Heads ofeSta Government of Brunei
Darussalam, the Kingdom of Cambodia, the Repuliiéndonesia, the Lao People’s
Democratic Republic, Malaysia, the Union of Myanpthe Republic of the Philippines,
the Republic of Singapore, the Kingdom of Thailamdl the Socialist Republic of Viet

Nam:

NOTING with satisfaction the significant achievements argdansion of ASEAN since

its establishment in Bangkok through the promutgabf The ASEAN Declaration;

RECALLING the decisions to establish an ASEAN Charter in Wentiane Action

Programme, the Kuala Lumpur Declaration on the liistament of the ASEAN Charter

and the Cebu Declaration on the Blueprint of th&AN Charter;

MINDFUL of the existence of mutual interests and interddpeoe among the peoples
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and Member States of ASEAN which are bound by geulyy, common objectives and

shared destiny;

INSPIRED by and united under One Vision, One Identity anc @aring and Sharing

Community;

UNITED by a common desire and collective will to live irregion of lasting peace,
security and stability, sustained economic growtigred prosperity and social progress,

and to promote our vital interests, ideals andrasipns;

RESPECTING the fundamental importance of amity and cooperaaoa the principles
of sovereignty, equality, territorial integrity, menterference, consensus and unity in

diversity;

ADHERING to the principles of democracy, the rule of law agymbd governance,

respect for and protection of human rights and &umehntal freedoms;

RESOLVED to ensure sustainable development for the benéfgresent and future

generations and to place the well-being, livelih@dl welfare of the peoples at the

centre of the ASEAN community building process;

CONVINCED of the need to strengthen existing bonds of redisakdarity to realize

an ASEAN Community that is politically cohesive paomically integrated and socially
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responsible in order to effectively respond to eotrand future challenges and

opportunities;

COMMITTED to intensifying community building through enhancedgional

cooperation and integration, in particular by eksaing an ASEAN Community
comprising the ASEAN Security Community, the ASEEBonomic Community and the
ASEAN Socio-Cultural Community, as provided fortire Bali Declaration of ASEAN

Concord II;

HEREBY DECIDE to establish, through this Charter, the legal anstitutional

framework for ASEAN,

AND TO THIS END, the Heads of State or Government of the MembereStat
ASEAN, assembled in Singapore on the historic aooasf the 40th anniversary of the

founding of ASEAN, have agreed to this Charter.

CHAPTER |

PURPOSES AND PRINCIPLES

ARTICLE 1
PURPOSES
The Purposes of ASEAN are:

1. To maintain and enhance peace, security andlistand further strengthen peace-
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oriented values in the region;

2. To enhance regional resilience by promoting tgrepolitical, security, economic and

socio-cultural cooperation;

3. To preserve Southeast Asia as a Nuclear Weapmn-Eone and free of all other

weapons of mass destruction;

4. To ensure that the peoples and Member StatdSBAN live in peace with the world

at large in a just, democratic and harmonious enwvirent;

5. To create a single market and production basehwis stable, prosperous, highly
competitive and economically integrated with effeet facilitation for trade and
investment in which there is free flow of goodsivemes and investment; facilitated

movement of business persons, professionals, sadet labor; and freer flow of capital;

6. To alleviate poverty and narrow the developngag within ASEAN through mutual

assistance and cooperation;

7. To strengthen democracy, enhance good governandethe rule of law, and to

promote and protect human rights and fundamenéadbms, with due regard to the

rights and responsibilities of the Member StateASEAN,;
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8. To respond effectively, in accordance with th@gple of comprehensive security, to

all forms of threats, transnational crimes anddbmundary challenges;

9. To promote sustainable development so as torertke protection of the region’s
environment, the sustainability of its natural r@ses, the preservation of its cultural

heritage and the high quality of life of its peaple

10. To develop human resources through closer catpe in education and life-long
learning, and in science and technology, for thep@merment of the peoples of ASEAN

and for the strengthening of the ASEAN Community;

11. To enhance the well-being and livelihood of ge®mples of ASEAN by providing

them with equitable access to opportunities for amrdevelopment, social welfare and

justice;

12. To strengthen cooperation in building a saéeuse and drug-free environment for

the peoples of ASEAN;

13. To promote a people-oriented ASEAN in whichsaittors of society are encouraged

to participate in, and benefit from, the processAGEAN integration and community

building;

14. To promote an ASEAN identity through the fostgrof greater awareness of the

124



diverse culture and heritage of the region; and

15. To maintain the centrality and proactive rdl@8EAN as the primary driving force

in its relations and cooperation with its exterpaftners in a regional architecture that is

open, transparent and inclusive.

ARTICLE 2

PRINCIPLES

1. In pursuit of the Purposes stated in ArticllASEAN and its Member States reaffirm

and adhere to the fundamental principles contaimethe declarations, agreements,

conventions, concords, treaties and other instrasnamASEAN.

2. ASEAN and its Member States shall act in acaordavith the following Principles:

(a) respect for the independence, sovereignty,liggterritorial  integrity  and

national identity of all ASEAN Member States;

(b) shared commitment and collective responsibilityenhancing regional peace,

security and prosperity;

(c) renunciation of aggression and of the threatsar of force or other actions in any

manner inconsistent with international law;

125



(d) reliance on peaceful settlement of disputes;

(e) non-interference in the internal affairs of ASEMember States;

(f) respect for the right of every Member Stateldad its national existence free

from external interference, subversion and coercion

(g) enhanced consultations on matters serioushctifig the common interest of
ASEAN;
(h) adherence to the rule of law, good governatiee principles of democracy and

constitutional government;

(i) respect for fundamental freedoms, the promoéod protection of human rights,

and the promotion of social justice;

() upholding the United Nations Charter and in&ional law, including

international humanitarian law, subscribed to byEASI Member States;

(k) abstention from participation in any policy activity, including the use of its
territory, pursued by any ASEAN Member State or-ASEAN State or any non-
State actor, which threatens the sovereignty,toeia integrity or political and

economic stability of ASEAN Member States;
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() respect for the different cultures, languagesl aeligions of the peoples of

ASEAN, while emphasizing their common values ingpeit of unity in diversity;

(m) the centrality of ASEAN in external politicaéconomic, social and cultural
relations while remaining actively engaged, outwlaaking, inclusive and non-

discriminatory; and
(n) adherence to multilateral trade rules and ASEANIles-based regimes for
effective implementation of economic commitmentsd gorogressive reduction

towards elimination of all barriers to regional romic integration, in a market-

driven economy.

CHAPTER Il

LEGAL PERSONALITY

ARTICLE 3

LEGAL PERSONALITY OF ASEAN

ASEAN, as an inter-governmental organization, iehg conferred legal personality.
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CHAPTER 1lI

MEMBERSHIP

ARTICLE 4

MEMBER STATES

The Member States of ASEAN are Brunei Darussal&e,Kingdom of Cambodia, the
Republic of Indonesia, the Lao People’s DemocrB&public, Malaysia, the Union of
Myanmar, the Republic of the Philippines, the Rejgubf Singapore, the Kingdom of

Thailand and the Socialist Republic of Viet Nam.

ARTICLE 5

RIGHTS AND OBLIGATIONS

1. Member States shall have equal rights and didiggunder this Charter.

2. Member States shall take all necessary measimekiding the enactment of

appropriate domestic legislation, to effectivelypiement the provisions of this Charter

and to comply with all obligations of membership.

3. In the case of a serious breach of the Charnteroncompliance, the matter shall be

referred to Article 20.
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ARTICLE 6

ADMISSION OF NEW MEMBERS

1. The procedure for application and admission 8EAN shall be prescribed by the

ASEAN Coordinating Council.

2. Admission shall be based on the following craer

(a) location in the recognized geographical regibSoutheast Asia;

(b) recognition by all ASEAN Member States;

(c) agreement to be bound and to abide by the &hart

and

(d) ability and willingness to carry out the obligas of Membership.

3. Admission shall be decided by consensus by tIBEAN Summit, upon the

recommendation of the ASEAN Coordinating Council.

4. An applicant State shall be admitted to ASEANomugsigning an Instrument of

Accession to the Charter.
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CHAPTER IV

ORGANS

ARTICLE 7

ASEAN SUMMIT

1. The ASEAN Summit shall comprise the Heads ofeStaa Government of the Member

States.

2. The ASEAN Summit shall:

(a) be the supreme policy-making body of ASEAN;

(b) deliberate, provide policy guidance and takeigiens on key issues pertaining
to the realization of the objectives of ASEAN, inamt matters of interest to
Member States and all issues referred to it byABREAN Coordinating Council, the

ASEAN Community Councils and ASEAN Sectoral MinrsiéBodies;

(c) instruct the relevant Ministers in each of @euncils concerned to hold ad hoc
inter-Ministerial meetings, and address importasties concerning ASEAN that cut
across the Community Councils. Rules of procedorestich meetings shall be

adopted by the ASEAN Coordinating Council;
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(d) address emergency situations affecting ASEANakiNg appropriate actions;

(e) decide on matters referred to it under Chaptérand VIlI,

(f) authorize the establishment and the dissolutio8ectoral Ministerial Bodies and

other ASEAN institutions; and

(9) appoint the Secretary-General of ASEAN, with thnk and status of Minister,
who will serve with the confidence and at the pleasf the Heads of
State or Government upon the recommendation ofASEAN Foreign Ministers

Meeting.

3. ASEAN Summit Meetings shall be:

(a) held twice annually, and be hosted by the Men&iate holding the ASEAN

Chairmanship; and

(b) convened, whenever necessary, as special bop@adneetings to be chaired by

the Member State holding the ASEAN Chairmanshipyestues to be agreed upon

by ASEAN Member States.
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ARTICLE 8

ASEAN COORDINATING COUNCIL

1. The ASEAN Coordinating Council shall comprise (hRSEAN Foreign Ministers and

meet at least twice a year.

2. The ASEAN Coordinating Council shall:

(a) prepare the meetings of the ASEAN Summit;

(b) coordinate the implementation of agreements dedsions of the ASEAN

Summit;

(c) coordinate with the ASEAN Community Councilseieshance policy coherence,

efficiency and cooperation among them;

(d) coordinate the reports of the ASEAN Communitgu@cils to the ASEAN

Summit;

(e) consider the annual report of the Secretarye@dmon the work of ASEAN;

() consider the report of the Secretary-Generaltlos functions and operations

of the ASEAN Secretariat and other relevant bqdies
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(g) approve the appointment and termination of Dreputy Secretaries-General

upon the recommendation of the Secretary-Generdl; a

(h) undertake other tasks provided for in this @ramr such other functions as may

be assigned by the ASEAN Summit.

3. The ASEAN Coordinating Council shall be suppaitg the relevant senior officials.

ARTICLE 9

ASEAN COMMUNITY COUNCILS

1. The ASEAN Community Councils shall comprise tASEAN Political-Security

Community Council, ASEAN Economic Community Councdnd ASEAN Socio-

Cultural Community Council.

2. Each ASEAN Community Council shall have undsrptirview the relevant ASEAN

Sectoral Ministerial Bodies.

3. Each Member State shall designate its natioapfesentation for each ASEAN

Community Council meeting.

4. In order to realize the objectives of each efttiree pillars of the ASEAN Community,

each ASEAN Community Council shall:
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(a) ensure the implementation of the relevant dmtssof the ASEAN Summit;

(b) coordinate the work of the different sectorglemits purview, and on issues

which cut across the other Community Councils; and

(c) submit reports and recommendations to the ASEAIRMIt on matters under its

purview.

5. Each ASEAN Community Council shall meet at l¢aste a year and shall be chaired

by the appropriate Minister from the Member Staiklimg the ASEAN Chairmanship.

6. Each ASEAN Community Council shall be suppotigdhe relevant senior officials.

ARTICLE 10

ASEAN SECTORAL MINISTERIAL BODIES

1. ASEAN Sectoral Ministerial Bodies shall:

(a) function in accordance with their respectivialelished mandates;

(b) implement the agreements and decisions of tB&EAN Summit under their

respective purview;

(c) strengthen cooperation in their respectivalfieh support of ASEAN integration
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and community building; and

(d) submit reports and recommendations to thepaetsve Community Councils.

2. Each ASEAN Sectoral Ministerial Body may havedemits purview the relevant
senior officials and subsidiary bodies to undertiéd&déunctions as contained in Annex 1.
The Annex may be updated by the Secretary-GenefalASEAN upon the

recommendation of the Committee of Permanent Reptaves without recourse to the

provision on Amendments under this Charter.

ARTICLE 11
SECRETARY-GENERAL OF ASEAN

AND ASEAN SECRETARIAT

1. The Secretary-General of ASEAN shall be appdirig the ASEAN Summit for a

non-renewable term of office of five years, selddtem among nationals of the ASEAN

Member States based on alphabetical rotation, iib consideration to integrity,

capability and professional experience, and geadaality.

2. The Secretary-General shall:

(a) carry out the duties and responsibilities o thigh office in accordance with the

provisions of this Charter and relevant ASEAN instents, protocols
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and established practices;
(b) facilitate and monitor progress in the implenagion of ASEAN agreements and
decisions, and submit an annual report on the vadrikSEAN to the ASEAN

Summit;

(c) participate in meetings of the ASEAN Summite tASEAN Community
Councils, the ASEAN Coordinating Council, and ASEA®Béctoral Ministerial

Bodies and other relevant ASEAN meetings;

(d) present the views of ASEAN and participate i@etmgs with external parties in
accordance with approved policy guidelines and rmtndiven to the Secretary-

General; and

(e) recommend the appointment and termination @fRkputy Secretaries-General

to the ASEAN Coordinating Council for approval.

3. The Secretary-General shall also be the ChiefiAttrative Officer of ASEAN.

4. The Secretary-General shall be assisted by Deyuty Secretaries-General with the

rank and status of Deputy Ministers. The Deputy r&aces-General shall be

accountable to the Secretary-General in carryirighair functions.

5. The four Deputy Secretaries-General shall bedifferent nationalities from the
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Secretary-General and shall come from four diffe AEAN Member States.

6. The four Deputy Secretaries-General shall casepri
(a) two Deputy Secretaries-General who will serveoa-renewable term of three
years, selected from among nationals of the ASEANMMder States based on
alphabetical rotation, with due consideration tegnity, qualifications, competence,

experience and gender equality; and
(b) two Deputy Secretaries-General who will serteran of three years, which may
be renewed for another three years. These two Pepritretaries-General shall be

openly recruited based on merit.

7. The ASEAN Secretariat shall comprise the Segrégeneral and such staff as may be

required.
8. The Secretary-General and the staff shall:
(a) uphold the highest standards of integrity, cefficy, and competence in the

performance of their duties;

(b) not seek or receive instructions from any gowgent or external party outside of

ASEAN; and

(c) refrain from any action which might reflect dheir position as ASEAN
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Secretariat officials responsible only to ASEAN.

9. Each ASEAN Member State undertakes to respecexiclusively ASEAN character
of the responsibilities of the Secretary-General e staff, and not to seek to influence

them in the discharge of their responsibilities.

ARTICLE 12

COMMITTEE OF PERMANENT REPRESENTATIVES

TO ASEAN

1. Each ASEAN Member State shall appoint a PerntaRepresentative to ASEAN with

the rank of Ambassador based in Jakarta.

2. The Permanent Representatives collectively datsta Committee of Permanent

Representatives, which shall:

(a) support the work of the ASEAN Community Couscind ASEAN Sectoral

Ministerial Bodies;

(b) coordinate with  ASEAN National Secretariats aoither ASEAN Sectoral

Ministerial Bodies;

(c) liaise with the Secretary-General of ASEAN dhd ASEAN Secretariat on all
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subjects relevant to its work;

(d) facilitate ASEAN cooperation with external peets; and

(e) perform such other functions as may be detexchby the ASEAN Coordinating

Council.

ARTICLE 13

ASEAN NATIONAL SECRETARIATS

Each ASEAN Member State shall establish an ASEARd{al Secretariat which shall:

(a) serve as the national focal point;

(b) be the repository of information on all ASEANatters at the national level,

(c) coordinate the implementation of ASEAN decisia the national level;

(d) coordinate and support the national preparat@SEAN meetings;

(e) promote ASEAN identity and awareness at thimnat level; and

(f) contribute to ASEAN community building.
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ARTICLE 14

ASEAN HUMAN RIGHTS BODY

1. In conformity with the purposes and principlédshee ASEAN Charter relating to the
promotion and protection of human rights and fundatal freedoms, ASEAN shall

establish an ASEAN human rights body.

2. This ASEAN human rights body shall operate icoadance with the terms of

reference to be determined by the ~ ASEAN Foreignistins Meeting.

ARTICLE 15

ASEAN FOUNDATION

1. The ASEAN Foundation shall support the Secre@eperal of ASEAN and
collaborate with the relevant ASEANbodies to supp®EAN community building by
promoting greater awareness of the ASEAN idenpigpple-to-people interaction,
and close collaboration among the business seciat, society, academia and other

stakeholders in ASEAN.

2. The ASEAN Foundation shall be accountable to Skeretary-General of ASEAN,

who shall submit its report to the ASEAN Summitailgh the ASEAN Coordinating

Council.
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CHAPTER V

ENTITIES ASSOCIATED WITH ASEAN

ARTICLE 16

ENTITIES ASSOCIATED WITH ASEAN

1. ASEAN may engage with entities which support A8EAN Charter, in particular its

purposes and principles. These associated erditgelsted in Annex 2.

2. Rules of procedure and criteria for engagemieall §e prescribed by the Committee
of Permanent Representatives upon the recommendafidghe Secretary-General of

ASEAN.

3. Annex 2 may be updated by the Secretary-GenefalASEAN upon the
recommendation of the Committee of Permanent Reptaves without recourse to the

provision on Amendments under this Charter.

CHAPTER VI

IMMUNITIES AND PRIVILEGES

ARTICLE 17

IMMUNITIES AND PRIVILEGES OF ASEAN

1. ASEAN shall enjoy in the territories of the MeenbStates such immunities and
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privileges as are necessary for the fulfillmentt®purposes.

2. The immunities and privileges shall be laid downseparate agreements between

ASEAN and the host Member State.

ARTICLE 18
IMMUNITIES AND PRIVILEGES OF THE SECRETARYGENERAL
OF ASEAN AND STAFF OF THE ASEAN

SECRETARIAT

1. The Secretary-General of ASEAN and staff of A SEAN Secretariat participating in
official ASEAN activities or representing ASEAN the Member States shall enjoy such

immunities and privileges as are necessary foirttiependent exercise of their functions.

2. The immunities and privileges under this Articleall be laid down in a separate

ASEAN agreement.
ARTICLE 19
IMMUNITIES AND PRIVILEGES OF THE PERMANENT

REPRESENTATIVES AND OFFICIALS ON ASEAN DUTIES

1. The Permanent Representatives of the MembeesStatASEAN and officials of the

Member States participating in official ASEAN adties or representing ASEAN in the
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Member States shall enjoy such immunities and lpgeis as are necessary for the

exercise of their functions.
2. The immunities and privileges of the PermaneaprBsentatives and officials on
ASEAN duties shall be governed by the 1961 Vienmanv@ntion on Diplomatic

Relations or in accordance with the national lakthef ASEAN Member State concerned.

CHAPTER VII

DECISION-MAKING

ARTICLE 20

CONSULTATION AND CONSENSUS

1. As a basic principle, decision-making in ASEANaE be based on consultation and

consensus.

2. Where consensus cannot be achieved, the ASEANTEumay decide how a specific

decision can be made.

3. Nothing in paragraphs 1 and 2 of this Articlalshffect the modes of decision-making

as contained in the relevant ASEAN legal instrureent

4. In the case of a serious breach of the Charteroncompliance, the matter shall be
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referred to the ASEAN Summit for decision.

ARTICLE 21

IMPLEMENTATION AND PROCEDURE

1. Each ASEAN Community Council shall prescribeoia rules of procedure.

2. In the implementation of economic commitment&ranula for flexible participation,
including the ASEAN Minus X formula, may be applietiere there is a consensus to do

SO.

CHAPTER VIII

SETTLEMENT OF DISPUTES

ARTICLE 22

GENERAL PRINCIPLES

1. Member States shall endeavor to resolve pedgedlildisputes in a timely manner

through dialogue, consultation and negotiation.

2. ASEAN shall maintain and establish dispute estédnt mechanisms in all fields of

ASEAN cooperation.
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ARTICLE 23

GOOD OFFICES, CONCILIATION AND MEDIATION

1. Member States which are parties to a dispute ahany time agree to resort to good
offices, conciliation or mediation in order to re@the dispute within an agreed time
limit.

2. Parties to the dispute may request the Chaigh&SEAN or the Secretary-General of
ASEAN, acting in an ex-officio capacity, to providgood offices, conciliation or

mediation.

ARTICLE 24
DISPUTE SETTLEMENT MECHANISMS IN SPECIFIC

INSTRUMENTS

1. Disputes relating to specific ASEAN instrumergBall be settled through the

mechanisms and procedures provided for in suchuimsnts.
2. Disputes which do not concern the interpretatiwnapplication of any ASEAN
instrument shall be resolved peacefully in accocdawith the Treaty of Amity and

Cooperation in Southeast Asia and its rules of gulace.

3. Where not otherwise specifically provided, digguwhich concern the interpretation

or application of ASEAN economic agreements shallsbttled in accordance with the
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ASEAN Protocol on Enhanced Dispute Settlement Meisina.

ARTICLE 25
ESTABLISHMENT OF DISPUTE SETTLEMENT

MECHANISMS

Where not otherwise specifically provided, appraf@idispute settlement mechanisms,
including arbitration, shall be established forpdies which concern the interpretation or

application of this Charter and other ASEAN instants.

ARTICLE 26

UNRESOLVED DISPUTES

When a dispute remains unresolved, after the agipit of the preceding provisions of

this Chapter, this dispute shall be referred toABEAN Summit, for its decision.

ARTICLE 27

COMPLIANCE

1. The Secretary-General of ASEAN, assisted byAB&AN Secretariat or any other
designated ASEAN body, shall monitor the complianeeth the findings,
recommendations or decisions resulting from an ASE#spute settlement mechanism,

and submit a report to the ASEAN Summit.
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2. Any Member State affected by non-compliance whthfindings, recommendations or
decisions resulting from an ASEAN dispute settlermaachanism, may refer the matter

to the ASEAN Summit for a decision.

ARTICLE 28
UNITED NATIONS CHARTER PROVISIONS AND

OTHER RELEVANT INTERNATIONAL PROCEDURES

Unless otherwise provided for in this Charter, MemBtates have the right of recourse

to the modes of peaceful settlement contained iticlar33(1) of the Charter of the

United Nations or any other international legaltiasients to which the disputing

Member States are parties.

CHAPTER IX

BUDGET AND FINANCE

ARTICLE 29

GENERAL PRINCIPLES

1. ASEAN shall establish financial rules and praged in accordance with international

standards.

2. ASEAN shall observe sound financial managemeuiicips and practices and
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budgetary discipline.

3. Financial accounts shall be subject to inteamal external audits.

ARTICLE 30
OPERATIONAL BUDGET AND FINANCES

OF THE ASEAN SECRETARIAT

1. The ASEAN Secretariat shall be provided with tiezessary financial resources to

perform its functions effectively.

2. The operational budget of the ASEAN Secretastatll be met by ASEAN Member

States through equal annual contributions whicli slearemitted in a timely manner.

3. The Secretary-General shall prepare the annpelatonal budget of the ASEAN
Secretariat for approval by the ASEAN Coordinat@®guncil upon the recommendation

of the Committee of Permanent Representatives.

4. The ASEAN Secretariat shall operate in accordawtth the financial rules and

procedures determined by the ASEAN Coordinatingr€dwpon the recommendation

of the Committee of Permanent Representatives.
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CHAPTER X

ADMINISTRATION AND PROCEDURE
ARTICLE 31
CHAIRMAN OF ASEAN
1. The Chairmanship of ASEAN shall rotate annudiysed on the alphabetical order of

the English names of Member States.

2. ASEAN shall have, in a calendar year, a sindgl@i@nanship by which the Member

State assuming the Chairmanship shall chair:

(a) the ASEAN Summit and related summits;

(b) the ASEAN Coordinating Council;

(c) the three ASEAN Community Councils;

(d) where appropriate, the relevant ASEAN SectMadisterial Bodies and senior

officials; and

(e) the Committee of Permanent Representatives.

149



ARTICLE 32

ROLE OF THE CHAIRMAN OF ASEAN

The Member State holding the Chairmanship of ASESAII:

(a) actively promote and enhance the interestsnaildbeing of ASEAN, including

efforts to build an ASEAN Community through poliayitiatives, coordination,

consensus and cooperation;

(b) ensure the centrality of ASEAN;

(c) ensure an effective and timely response tonirgéssues or crisis situations

affecting ASEAN, including providing its good afés and such other

arrangements to immediately address these concerns

(d) represent ASEAN in strengthening and promotohgser relations with

external partners; and

(e) carry out such other tasks and functions aslmeaynandated.
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ARTICLE 33

DIPLOMATIC PROTOCOL AND PRACTICES
ASEAN and its Member States shall adhere to exystin diplomatic  protocol and
practices in the conduct of all activities relatitg ASEAN. Any changes shall be

approved by the ASEAN Coordinating Council upon tlegommendation of the

Committee of Permanent Representatives.

ARTICLE 34

WORKING LANGUAGE OF ASEAN

The working language of ASEAN shall be English.

CHAPTER Xl

IDENTITY AND SYMBOLS

ARTICLE 35

ASEAN IDENTITY

ASEAN shall promote its common ASEAN identity andemse of belonging among its

peoples in order to achieve its shared destinylsgoal values.
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ARTICLE 36
ASEAN MOTTO

The ASEAN motto shall beOne Vision, One Identity, One Commuhity

ARTICLE 37

ASEAN FLAG

The ASEAN flag shall be as shown in Annex 3.

ARTICLE 38

ASEAN EMBLEM

The ASEAN emblem shall be as shown in Annex 4.

ARTICLE 39

ASEAN DAY

The eighth of August shall be observed as ASEAN.Day

ARTICLE 40

ASEAN ANTHEM

ASEAN shall have an anthem.
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CHAPTER Xl
EXTERNAL RELATIONS
ARTICLE 41

CONDUCT OF EXTERNAL RELATIONS

1. ASEAN shall develop friendly relations and muiydeneficial dialogue, cooperation

and partnerships with countries and sub-regioegional and international organizations

and institutions.

2. The external relations of ASEAN shall adher¢ht® purposes and principles set forth

in this Charter.

3. ASEAN shall be the primary driving force in regal arrangements that it initiates and

maintain its centrality in regional cooperation aatnmunity building.

4. In the conduct of external relations of ASEANemdber States shall, on the basis of

unity and solidarity, coordinate and endeavor teettgp common positions and pursue

joint actions.

5. The strategic policy directions of ASEAN'’s extal relations shall be set by the

ASEAN Summit upon the recommendation of the ASEANeign Ministers Meeting.

6. The ASEAN Foreign Ministers Meeting shall enscoasistency and coherence in the

153



conduct of ASEAN'’s external relations.

7. ASEAN may conclude agreements with countriessab regional, regional and
international organizations and institutions. Theogedures for concluding such
agreements shall be prescribed by the ASEAN Coatitig Council in consultation with

the ASEAN Community Councils.

ARTICLE 42

DIALOGUE COORDINATOR

1. Member States, acting as Country Coordinatdng)l gake turns to take overall

responsibility in coordinating and promoting théenests of ASEAN in its relations with

the relevant Dialogue Partners, regional and irtgonal organizations and institutions.

2. In relations with the external partners, the @ouCoordinators shall, inter alia:

(a) represent ASEAN and enhance relations on tlees bef mutual respect and

equality, in conformity with ASEAN'’s principles;

(b) co-chair relevant meetings between ASEAN artdreal partners; and

(c) be supported by the relevant ASEAN CommitteesThird Countries and

International Organizations.
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ARTICLE 43
ASEAN COMMITTEES IN THIRD COUNTRIES

AND INTERNATIONAL ORGANISATIONS

1. ASEAN Committees in Third Countries may be d#thbd in non-ASEAN countries
comprising heads of diplomatic missions of ASEANmMveer States. Similar Committees
may be established relating to international orgamons. Such Committees shall
promote ASEAN'’s interests and identity in the hasiuntries and international

organizations.

2. The ASEAN Foreign Ministers Meeting shall deterenthe rules of procedure of such

Committees.

ARTICLE 44

STATUS OF EXTERNAL PARTIES

1. In conducting ASEAN’s external relations, the B8\ Foreign Ministers Meeting
may confer on an external party the formal stafuSialogue Partner, Sectoral Dialogue
Partner, Development Partner, Special ObserversiGue other status that may be

established henceforth.

2. External parties may be invited to ASEAN meediiog cooperative activities without

being conferred any formal status, in accordandk thie rules of procedure.
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ARTICLE 45
RELATIONS WITH THE UNITED NATIONS SYSTEM AND
OTHER INTERNATIONAL ORGANISATIONS AND

INSTITUTIONS

1. ASEAN may seek an appropriate status with thigedriNations system as well as with

other sub-regional, regional, international orgatians and institutions.

2. The ASEAN Coordinating Council shall decide ¢we tarticipation of ASEAN in

other sub-regional, regional, international orgatians and institutions.

ARTICLE 46
ACCREDITATION OF NON-ASEAN MEMBER STATES TO

ASEAN

Non-ASEAN Member States and relevant inter-govemtaleorganizations may appoint

and accredit Ambassadors to ASEAN. The ASEAN Fardiyjnisters Meeting shall

decide on such accreditation.
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CHAPTER XIlI

GENERAL AND FINAL PROVISIONS

ARTICLE 47

SIGNATURE, RATIFICATION, DEPOSITORY AND ENTRY

INTO FORCE

1. This Charter shall be signed by all ASEAN MemBtates.

2. This Charter shall be subject to ratification By ASEAN Member States in

accordance with their respective internal proceslure

3. Instruments of ratification shall be depositethwhe Secretary-General of ASEAN

who shall promptly notify all Member States of ea&posit.

4. This Charter shall enter into force on the i#iht day following the date of deposit of

the tenth instrument of ratification with the Searg-General of ASEAN.

ARTICLE 48

AMENDMENTS

1. Any Member State may propose amendments to hiaet€s.
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2. Proposed amendments to the Charter shall beigabdrby the ASEAN Coordinating

Council by consensus to the ASEAN Summit for itsisien.

3. Amendments to the Charter agreed to by consdmstise ASEAN Summit shall be

ratified by all Member States in accordance withicde 47.

4. An amendment shall enter into force on theidgthitday following the date of deposit

of the last instrument of ratification with the $stary-General of ASEAN.

ARTICLE 49

TERMS OF REFERENCE AND RULES OF PROCEDURE

Unless otherwise provided for in this Charter, &#EAN Coordinating Council shall

determine the terms of reference and rules of phareeand shall ensure their consistency.

ARTICLE 50

REVIEW

This Charter may be reviewed five years after m$ryeinto force or as otherwise

determined by the ASEAN Summit.
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ARTICLE 51

INTERPRETATION OF THE CHARTER

1. Upon the request of any Member State, the int&apon of the Charter shall be
undertaken by the ASEAN Secretariat in accordand whe rules of procedure

determined by the ASEAN Coordinating Council.

2. Any dispute arising from the interpretation log¢ tCharter shall be settled in accordance

with the relevant provisions in Chapter VIII.

3. Headings and titles used throughout the Chateatl only be for the purpose of

reference.

ARTICLE 52

LEGAL CONTINUITY

1. All treaties, conventions, agreements, concod#slarations, protocols and other

ASEAN instruments which have been in effect betbeeentry into force of this Charter

shall continue to be valid.

2. In case of inconsistency between the rightsabldations of ASEAN Member States

under such instruments and this Charter, the Ohsintd| prevail.
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ARTICLE 53

ORIGINAL TEXT

The signed original text of this Charter in Engl&hall be deposited with the Secretary-

General of ASEAN, who shall provide a certified gap each Member State.

ARTICLE 54

REGISTRATION OF THE ASEAN CHARTER

This Charter shall be registered by the Secretane@l of ASEAN with the Secretariat

of the United Nations, pursuant to Article 102,ggaaph 1 of the Charter of the United

Nations.

ARTICLE 55
ASEAN ASSETS

The assets and funds of the Organization shalksted in the name of ASEAN.
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ANNEX B

Interview Guide:

1.

What is the nature and state of the current relatigp between China and the
ASEAN?

Did this relationship bring stronger regional coaen?

Did the outcome turn out positively for both sideshe past?

What are the recent developments of the curreatiogiship?

What are the implications of this partnership somdividual member countries

particularly the Philippines?
Did the Philippines benefit in this partnership?

How can the Philippines optimize its gains fronstpartnership?

Within the ASEAN structure, did this partnershighance the relationship of China

and Philippines?

What are the recent developments made between @hthRhilippines within the

ASEAN structure?

10.What policies and strategic thrusts can we drafrap this partnership?
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ANNEX C

FGD Questionnaire:

1. How do you view the ASEAN as a regional groupmth 10 member countries from
its original 5? Would you consider it as a strotack and why?

2. How is ASEAN faring with its dialogue partnditee the ASEAN+3?

3. More specifically, how do you assess the ASEZ&INna Relations?

4. Do you think the level of ASEAN China relaticaif$ect the relationship of China with
its member countries like the Philippines?

5. How do you assess the current relationshiphoi&and the Philippines within the

ASEAN framework?
6. How can the Philippine optimize this relatioipsim terms of economic relations -

trade and investments, and other conflict resahuiie the Spratlys?
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ANNEX D
Five High Level Personalities:
1. Lt. General Samuel Bagasin, MNSA of the ArmedcEs of the Philippines
2. Former Ambassador of MECO in Taiwan, Edgardaritsa
3. National Security Adviser, Norberto Gonzales
4. Former Vice-Pres. and concurrent Secretary ofigo Affairs, Teofisto Guingona, Jr.
5. Senator Loren Legarda

6. Businesswoman, Shirley Marie Pelaez-Plaza
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