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2
An EU-Led Convention on East Asian  
Maritime Conduct 
John Lee

At a workshop hosted by the German 
Marshall Fund on regional security issues 
after the 2013 Shangri La Dialogue in 

Singapore, several Southeast Asian participants 
privately expressed their bemusement over 
European delegates being in the room. As one 
participant put it, mirroring the skepticism of 
others, Europe has a limited strategic role and 
influence in East Asia even if it has considerable 
economic interest in the future shape of the region. 
In an era when China’s rise presents challenges 
to key aspects of the pre-existing liberal order, 
hard power matters and actions speak louder than 
words. 

To be sure, Europe seems the odd man out when 
one considers how the United States, Japan, and 
Europe can work together to secure common 
interests in East Asia. Geography means Japan has a 
permanent interest in the region’s future, and, with 
China, exists as one of only two Asian great powers. 
Since the end of World War II, the United States has 
become the security guarantor in East Asia through 
its extensive system of alliances and partnerships, 
and remains indispensable to the preservation of 
peace, stability, and order in that region. 

By way of contrast, Europe’s relative influence and 
importance in Asia has diminished since 1945 
and in the aftermath of the post-War decades of 
decolonization. Comments such as those by the 
European External Action Service’s then-chief 
operating officer, David O’Sullivan, that the 
European Union’s lack of military capabilities and 
absence of any geopolitical agenda in Asia are an 
“asset”1 are more likely to convince Asian and U.S. 
players of Europe’s irrelevance than anything else. 

Nonetheless, significant coordination between 
Japan, the United States, and key European 
countries is eminently desirable and feasible. Far 

1 David O’Sullivan, “Priorities for diplomacy in East Asia,” GRIPS Forum, 
Tokyo, February 12, 2013.

from simply viewing any constructive role for 
Europe as a bonus, there is at least one concrete key 
part that Europe can play. Europe should spearhead 
the drafting of a declaratory statement of policy 
regarding maritime disputes in East Asia — along 
the lines of the 2002 Declaration on the Conduct 
of Parties in the South China Sea (DoC), but with 
a larger geographic scope and stronger references 
to existing international law — to which the United 
States and Japan would be early signatories. In 
this way Europe could lead joint efforts to assist 
in defending, preserving, and strengthening key 
aspects of the liberal regional order in the fraught 
area of maritime disputes and contested claims. 

The Limits for Europe in Asia
Any honest and constructive conversation about 
Japan-U.S.-EU cooperation in Asia has to begin 
with the very real and continuing limitations 
that will restrict a more extensive role for Europe 
in this part of the world. It is obvious that any 
sound foreign policy is one where ambition and 
commitment do not outweigh the resources 
available to that government or institution.

In a region where much of the discussion is 
increasingly about the re-emergence of power 
politics and changing power balances, the most 
obvious limitation for Europe is its lack of military 
heft and presence in East Asia. Of the European 
countries, only France and the United Kingdom 
possess long-range power projection capabilities, 
with the majority of European forces postured 
primarily to take part in continental conflicts closer 
to home. Except for several small British naval 
facilities in Southeast Asia and small French bases 
in the South Pacific and the Indian Ocean, there 
is no other permanent or significant European 
military presence in the region.

Moreover, there is little prospect that Europe 
will shift significant hard power resources to 
East Asia in the foreseeable future with the 
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real and continuing 
limitations that will 
restrict a more extensive 
role for Europe in this 
part of the world.
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resurgence of Russian adventurism and bullying 
in Eastern Europe, especially Ukraine. Indeed, 
U.S. President Barack Obama’s so-called “pivot” to 
Asia immediately sparked concerns in Europe that 
Washington’s focus on Asia would compromise the 
security interests of European states. 

The point is that the public good of security 
underpinned by hard (U.S.) power is itself a 
highly valued and limited resource, and becoming 
relatively scarcer over time. As security challenges 
deepen throughout the Middle East, Eurasia, and 
in the maritime domains of East Asia and the 
Indo-Pacific, it is difficult to see any meaningful 
European hard power “pivot” to Asia. 

One should also be mindful of the institutional 
barriers to effective European action in East Asia. 
One is the paralysis that often occurs within an 
organization such as the European Union, which 
seeks to act as a homogenous entity in external 
affairs but is a body made up of sovereign nation-
states with their own diverse interests. 

For example, the EU has an external affairs 
secretariat in the form of the European External 
Action Service (EEAS) which serves as its foreign 
ministry. The EEAS even issued its Guidelines on 
the EU’s Foreign and Security Policy in East Asia 
in 2012 to serve as a framework document for 
EU interaction with the region.2 The guidelines 
mention the preservation of a rules-based order 
as one of the EU’s core interests in the region. But 
the reality is that the 28 EU states pursue their own 
bilateral interests in Asia despite paying lip-service 
to EU unity and purpose. European countries rarely 
behave in unison or defer to EU prescriptions and 
interests. 

The result is that the EU generally eschews 
controversial or difficult regional issues, and keeps 

2 http://eeas.EUropa.EU/asia/docs/guidelines_EU_foreign_sec_pol_east_
asia_en.pdf 

silent on issues that might complicate interests of 
key European states. Typical is a 2013 statement to 
the annual Shangri La Dialogue meeting of defense 
ministers by then-High Representative of the 
European Union for Foreign Affairs and Security 
Policy Catherine Ashton that the EU’s interest is 
“not in projecting power, but empowering.”3 

For some Asian and U.S. policymakers, the refusal 
to participate in regional power politics confirms 
the EU is an irrelevant strategic player at a time 
when China is exercising growing hard power in 
disconcerting ways. For others who focus more 
squarely on China’s increasingly coercive behavior, 
including self-regarding Chinese attempts to 
undermine key elements of the regional order, the 
EU’s take-no-sides approach actually plays into 
Chinese hands —Beijing wants as little coordinated 
action against it as possible.

Working Within Limitations:  
Defending the Liberal Order
From the perspective of the United States and its 
Asian allies, the objective is to find ways Europe can 
join Japan and the United States in defending and 
strengthening a regional liberal order characterized 
by rule-of-law rather than rule-by-the-strongest, 
and featuring regimes and institutions open to any 
member state prepared to abide by the rules. This 
is a related but distinct question from Europe’s 
capacity to meaningfully shape or alter the balance 
of power in East Asia, which is much more limited.4 

This distinction is not just an academic one but 
has far reaching policy implications. It is true that 
as things stand, a favorable balance of power is 

3 Catherine Ashton, “Defending national interests, preventing conflict,” 
Shangri La Dialogue, June 1, 2013, http://www.iiss.org/en/events/
shangri%20la%20dialogue/archive/shangri-la-dialogue-2013-c890/
second-plenary-session-8bc4/ashton-ba27 

4 Having said that, the EU tightening the existing arms embargo on the 
export of military and dual-use technology to China and using military 
export policy to enhance the indigenous capabilities of like-minded 
Southeast Asian states would be welcome and constructive moves.
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http://eeas.europa.eu/asia/docs/guidelines_eu_foreign_sec_pol_east_asia_en.pdf
http://eeas.europa.eu/asia/docs/guidelines_eu_foreign_sec_pol_east_asia_en.pdf
http://www.iiss.org/en/events/shangri%20la%20dialogue/archive/shangri-la-dialogue-2013-c890/second-plenary-session-8bc4/ashton-ba27
http://www.iiss.org/en/events/shangri%20la%20dialogue/archive/shangri-la-dialogue-2013-c890/second-plenary-session-8bc4/ashton-ba27
http://www.iiss.org/en/events/shangri%20la%20dialogue/archive/shangri-la-dialogue-2013-c890/second-plenary-session-8bc4/ashton-ba27
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[China] cannot afford 
to entirely ignore the 
collective wishes of like-
minded liberal states to 
the extent that entities 
such as the Soviet 
Union could, and did.

required in order to restrict the capacity of China 
to use coercion or force to challenge and revise key 
aspects of the existing liberal order. But objectives 
in Asia have changed since the Cold War, when the 
highest priority was to contain Soviet power and 
retain the capacity to deter if not defeat the Soviet 
Union.

China is deeply reliant on the region economically, 
and deeply integrated diplomatically, even as 
strategic and security objectives differ. In such an 
environment, the goal is to come up with effective 
carrots and sticks — both military and non-military 
— to encourage or compel China to rise within 
the existing liberal order, even if Beijing under 
Communist Party rule is less likely to emerge as a 
genuine contributor and defender of that order. 

Since the permanent subjugation of China and 
Chinese power —as it was with the Soviet Union 
during the Cold War — is not the ultimate 
objective, contributing to the hard power balance 
is not the only way for Europe, in league with the 
United States and Japan, to be useful. Instead, 
coordinated action can be more subtle and 
multi-dimensional because China still needs the 
cooperation and goodwill of the United States, EU, 
and Japan to continue its rise. It cannot afford to 
entirely ignore the collective wishes of like-minded 
liberal states to the extent that entities such as the 
Soviet Union could, and did. This means pressure 
can come in many forms, even if material power 
(especially military power) remains the fail-safe 
guarantee against Chinese assertiveness and 
aggression. 

Taking Advantage of European “Principled 
Neutrality” Vis-À-Vis Maritime Disputes
The official European position on maritime 
disputes in the East and South China Seas is 
essentially identical to that of the United States 
and Japan: a) it takes no position on sovereignty 
of disputed islands or land features; b) it advocates 

crisis management and conflict de-escalation 
approaches; and c) it urges adjudication of 
claims and settlement of disputes according to 
international law, especially the United Nations 
Convention of the Law of the Sea (UNCLOS).5

To some, this so-called “principled neutrality” 
approach might seem platitudinous.6 But 
“principled neutrality” is not necessarily the 
same as passivity or indifference. Doing nothing, 
or having one’s proverbial head in the sand, are 
diplomatic choices that the EU has hitherto taken 
(judging from its silence when China unilaterally 
declared an Air Defense Identification Zone in 
disputed areas of the East China Sea). In reality, 
there are ways to use the “principled neutrality” 
approach to common advantage, employing it to 
apply greater pressure on claimant states to resort 
to international law rather than military coercion to 
resolve disputes. 

To promote the peaceful settlement of disputes, the 
Association of Southeast Asian Nations (ASEAN) 
has been trying to do something similar through 
negotiation of a Code of Conduct (CoC) with 
Beijing over the South China Sea. However, there 
are several possibly fatal defects with the ASEAN-
backed CoC approach, and negotiations have 
stalled for a number of reasons.

One is that conclusion of the CoC requires all 
parties to agree, meaning that it is an easy matter 
for China to continually delay progress for any 
number of reasons as it continues to “change facts 
on the ground” through its land-reclamation 
and island-creation processes.7 Another is that it 
is relatively easy for Beijing to exploit ASEAN’s 

5 See Guidelines on the EU’s Foreign and Security Policy in East Asia. 

6 See Mathieu Duchatel and Fleur Huijskens, “The European Union’s Prin-
cipled Neutrality On The East China Sea,” SIPRI Policy Brief, February 
2015, http://books.sipri.org/files/misc/SIPRIPB1502d.pdf

7 See CSIS’s Asia Maritime Transparency Initiative, http://amti.csis.org/
category/land-reclamation/ 

http://books.sipri.org/files/misc/SIPRIPB1502d.pdf
http://amti.csis.org/category/land-reclamation/
http://amti.csis.org/category/land-reclamation/
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insistence on unanimity in decision-making by 
seducing or otherwise compelling one or more 
ASEAN members to take China’s side, or just 
remain uncommitted to any ASEAN move that 
might harm China’s interest. Getting Cambodia to 
do exactly that at a 2012 ASEAN-backed summit of 
foreign ministers is a prominent illustration of the 
Chinese approach.8 And even if a CoC were struck, 
the problem remains that it would be a diplomatic 
agreement between a Chinese great power and ten 
smaller regional states with little heft or leverage. 

This is where EU leadership and initiative — 
supported by the United States and Japan — 
could come into play. A large part of Beijing’s 
diplomatic strategy has been to prevent the 
“internationalization” of localized disputes, and to 
prevent involvement by great powers in particular. 
Although UNCLOS principles are largely impotent 
in dealing with non-cooperative states such as 
China, it is important to create and emphasize 
regional norms that raise the non-military costs of 
coercive and intimidating behavior, and to make it 
easier for non-claimant great powers to comment 
or intervene diplomatically — or if necessary, 
justify military responses on behalf of smaller allies. 

In short, the challenge is to enhance the role of 
norms in dissuading and constraining disruptive 
and provocative behavior. To do so, one must 
overcome the restrictions of the ASEAN consensus-
based decision-making process without getting 
major ASEAN member states offside. Indeed, major 
ASEAN members have to be eventually supportive 
of any alternative initiative. 

One must also use norms to enhance the voice, 
relevance, and influence of non-claimant powers 
in condemning the behavior of disruptive states, 
thereby raising the non-military costs for those 

8 See Patrick Barta, “Sea Dispute Upends Asia Summit,” Wall Street 
Journal, July 23, 2012, http://www.wsj.com/articles/SB1000142405270230
3919504577524133983292716 

states, regardless of whether or not the norms are 
enshrined in binding codes or conventions. 

In this context, the EU is superbly placed to lead 
efforts (with the United States and Japan following 
closely behind) to establish a declaratory statement 
of policy — let’s call it the Brussels Convention — 
which could have the following characteristics.

A declaratory statement of policy, the Convention 
should mirror much of the language of the 
2002 DoC, but expand its geographic scope and 
reference to existing international law. 

The Convention would prohibit and condemn the 
use of intimidation and coercion in the settlement 
of territorial disputes throughout the Asia-Pacific, 
and support the “no first use of force” principle. 
All Convention signatories would agree that all 
claims, including claims based on “historic” title 
or right, and revision to the territorial status quo 
for any reason must be settled in accordance 
with international law and arbitration, including 
UNCLOS. 

It is critical that declaratory policy condemning 
coercive behavior applies to the whole maritime 
region of East Asia and not just the South China 
Sea. This will allow a larger number of countries to 
appeal to the CoC in condemning such behavior, 
whether such behavior occurs in the East or South 
China Sea. 

It is important that signatories to the Convention 
insist that claims based on “historic title” 
or “historic waters” be settled according to 
international law, and that all historic title claims 
not capable of being recognized by international 
law be rejected. All claims not submitted for 
arbitration under UNCLOS will also not be 
recognized by Convention signatories. To be 
sure, these terms will be unacceptable to China 
since it has consistently ruled out international 
arbitration to resolve its disputes. But the point is 

The EU is superbly 
placed to lead efforts 

(with the United States 
and Japan following 

closely behind) to 
establish a declaratory 

statement of policy.

http://www.wsj.com/articles/SB10001424052702303919504577524133983292716
http://www.wsj.com/articles/SB10001424052702303919504577524133983292716
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Countries such as 
the United States, 
Japan, the Philippines, 
and Vietnam have 
consistently declared 
that they oppose the 
use of force in resolving 
disputes or changing 
the status quo in the 
region.

to establish a multilateral declaratory policy regime 
that will eventually leave China isolated, putting 
pressure on Beijing to either sign on or explain its 
intransigence. 

Significant early efforts should be made to gain the 
initial support of non-claimant countries in the 
United States, Australia, Singapore, and perhaps 
India. Once key non-claimant countries have 
signed on, claimant countries and U.S. allies in 
Japan and the Philippines should be high priorities. 
These countries should then persuade other key 
ASEAN countries such as Malaysia, Vietnam, and 
Indonesia to sign on to the Convention.

It is important that great powers such as the United 
States and Japan join the EU as early signatories of 
any declaratory policy, which is not the case with 
the 2002 Declaration on the Conduct of Parties in 
the South China Sea or the proposed Convention. 

Countries such as the United States, Japan, the 
Philippines, and Vietnam have consistently 
declared that they oppose the use of force in 
resolving disputes or changing the status quo in the 
region,9 consistent with the ASEAN-backed 2002 
DoC. Indeed, a joint statement from the Japanese-
U.S.-Australia Defense Ministers Meeting on the 
sidelines of the Shangri La Dialogue in May 2014 
affirmed that the countries opposed the use of 
“coercion or force to unilaterally alter the status quo 
in the East China and South China Seas” while also 

9 For example, see Sam LaGrone, “U.S. Pacific Commander Opposes 
Force in South China Sea Disputes,” United States Naval Institute, June 
5, 2013, http://news.usni.org/2013/06/05/u-s-pacific-commander-
opposes-force-in-south-china-sea-disputes; “PH, Japan oppose use of 
force,” Manila Bulletin, September 6, 2013, https://ph.news.yahoo.com/
ph-japan-oppose-force-163023722.html; Shangri La Dialogue 2014 
Keynote Address: Shinzo Abe, May 31, 2014, https://www.iiss.org/en/
events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-
and-keynote-address-b0b2/keynote-address-shinzo-abe-a787 

calling on all claimants to clarify and pursue their 
claims in accordance with international law.10 

The Convention would advance the formalization 
of the above and similar joint statements. Bear in 
mind that Vietnam recently called for a “no first use 
of force principle” to manage disputes.11 

The Convention becomes the declaratory policy 
of any particular country once it agrees to sign on. 
Unlike the ASEAN process, it need not require 
the agreement of all intended signatories for it to 
become the declaratory policy of any one country.

Objections are likely to be voiced by some ASEAN 
member states not wanting any instrument or 
regime to dilute the relevance or standing of 
ASEAN. Even so, the Convention is primarily 
designed to offer non-claimant great powers and 
claimant states who are signatories a diplomatic 
instrument to frame and coordinate criticism of 
coercive behavior while a binding CoC is being 
negotiated. Moreover, an increasing number of 
ASEAN states such as Singapore, the Philippines, 
and Vietnam are expressing concern that China can 
exploit the ASEAN consensus process to delay the 
CoC indefinitely, preventing its use in condemning 
coercive behavior.

The Convention should serve as formal declaratory 
policy for relevant signatories until a binding 
ASEAN CoC is achieved — cognizant of the 
likelihood that this may not be for some time if it 
ever occurs. But it should be made clear that the 
Convention borrows heavily from the principles 
behind the CoC, and ASEAN norms more 

10 Joint Statement from the Japan-U.S.-Australia Defense Ministers 
Meeting, May 30, 2014, http://www.defense.gov/releases/release.
aspx?releaseid=16726

11 See Termsak Chalermpalanupap, “’No First Use of Force in the South 
China Sea’: Why Reinvent the Wheel?,” ISEAS Perspective #35, June 10, 
2013, http://www.iseas.edu.sg/documents/publication/iseas_perspec-
tive_2013_35_no_first_use_of_force_in_the_south_china_sea_why_rein-
vent_the_wheel.pdf 

http://news.usni.org/2013/06/05/u-s-pacific-commander-opposes-force-in-south-china-sea-disputes
http://news.usni.org/2013/06/05/u-s-pacific-commander-opposes-force-in-south-china-sea-disputes
https://www.iiss.org/en/events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-and-keynote-address-b0b2/keynote-address-shinzo-abe-a787
https://www.iiss.org/en/events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-and-keynote-address-b0b2/keynote-address-shinzo-abe-a787
https://www.iiss.org/en/events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-and-keynote-address-b0b2/keynote-address-shinzo-abe-a787
https://www.iiss.org/en/events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-and-keynote-address-b0b2/keynote-address-shinzo-abe-a787
https://www.iiss.org/en/events/shangri%20la%20dialogue/archive/2014-c20c/opening-remarks-and-keynote-address-b0b2/keynote-address-shinzo-abe-a787
http://www.defense.gov/releases/release.aspx?releaseid=16726
http://www.defense.gov/releases/release.aspx?releaseid=16726
http://www.iseas.edu.sg/documents/publication/iseas_perspective_2013_35_no_first_use_of_force_in_the_south_china_sea_why_reinvent_the_wheel.pdf
http://www.iseas.edu.sg/documents/publication/iseas_perspective_2013_35_no_first_use_of_force_in_the_south_china_sea_why_reinvent_the_wheel.pdf
http://www.iseas.edu.sg/documents/publication/iseas_perspective_2013_35_no_first_use_of_force_in_the_south_china_sea_why_reinvent_the_wheel.pdf
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generally, and is not designed to negate or supplant 
the CoC. 

This is designed to preserve the relevance and 
standing of ASEAN in order to eventually gain the 
support of major ASEAN member states: Indonesia, 
Malaysia, Singapore, Vietnam, and the Philippines. 
Once these states become signatories, it becomes 
difficult for other member states not to become so. 

The reality is that there is widespread regional 
concern with respect to Chinese ambitions and 
behavior in East Asia. Countries are already 
pushing back in military and diplomatic terms, 
and will increasingly do so. The purpose of the 
Convention is to introduce a declaratory policy 
regime that encompasses the great powers, and 
can help give shape, consistency, clarity, and 
justification for why countries are pushing back 
against Chinese actions beyond narrow and 
parochial national interest. Such a Convention 
may help win the diplomatic and public relations 
contest, and justify why countries are “ganging up” 
against China. It can help advance the argument 
that it is China creating instability and “rocking the 
boat,” rather than any robust regional response to 
Chinese policies and behavior that is to blame. 

Moreover, by putting forward a Convention that 
covers both the East and South China Seas, one 
is allowing signatories to the Convention to make 
the point that the prohibition on coercion and 
intimidation to advance national claims applies in 
all circumstances, despite the differences between 
the various claims in the South and East China 
Seas. The Convention could be used to condemn 
any country that uses coercion or intimidation in 
contested waters, not just China. 

In putting the onus on China to publicly explain 
its “historic water” or “historic title” justification, 
explain why it is putting forward precepts sitting 
outside the current UNCLOS regime, or justify 

why it might refuse to explain its actions, the 
broader regional public will have a better idea 
of what is at stake in these disputes. When it 
comes to the East China Sea, the onus should 
be on Beijing to justify why sovereign title over 
the Senkaku/Diaoyu Islands should return to a 
moment in history of China’s choosing. Such a 
conversation will demonstrate why selective history 
in justifying national claims will almost invariably 
be destabilizing by undermining existing territorial 
boundaries in Asia. 

Finally, we need further argument as to why the 
EU should take the lead with any such Convention. 
One reason is that Europe cannot be accused of 
being anything other than an independent broker, 
with a primary interest only in a rules-based 
approach. Unlike the United States, neither the EU 
nor European member states have security alliances 
with any claimant states. 

Critics might point out that European states and the 
United States are allies in the North Atlantic Treaty 
Organisation (NATO). But the obvious response 
would be that NATO applies only to common 
strategic aims and interests in Europe and has no 
application or relevance to East Asia. Moreover, 
any accusation that the United States, Japan, and 
the EU have common political values, and are de 
facto allies in Asia, would meet the affirmative 
response that all three share a common interest 
in the preservation of a liberal order and liberal 
institutions open to authoritarian regimes as long as 
they abide by the rules. 

Additionally, the EU and its member states 
remain sensitive to any perception of serving as 
the “junior” U.S. partner, or the United States’ 
“deputy” in foreign policy initiatives beyond 
Europe. But in this case, it would be taking the lead, 
while supporting U.S. and Japanese interests and 
reinforcing the liberal order. It would also offer a 
constructive outlet for the EU’s desire to exercise 
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“normative” rather than the projection of material 
power in Asia, whilst enhancing the EU’s relevance 
and prestige at the same time. 

The proposed Convention would also be difficult 
for European nations to argue against since they 
reflect official EU policy, just as it would be difficult 
for East Asian powers to fight without advancing 
the awkward argument that they disagreed with 
the principles propounded. For those countries 
fearful of displeasing China, of which there are 
several, there is also safety in numbers. Leading 
the establishment of the Convention would be a 
collective EU initiative rather than a proposal by 
any one country. If the signatures of the United 
States and key Asian states are quickly obtained, as 
is conceivable, then it becomes even more difficult 
for China to blame any single European country. 
Meanwhile, “blame” for any perceived targeting of 
China can be comfortably diffused. 

In any event, the definitive response would be that 
the Convention is non-discriminatory; it would be 
open for China to sign onto, and Beijing could be 
warmly encouraged to do so. 

Identifying the Feasible and Meaningful
Any proposals that outmatch capacity — material, 
strategic, or political — of any one entity, 
particularly European countries, invariably lead to 
disappointment and cynicism about the prospect 
of cooperation. On the other hand, feasible 
proposals that are too insignificant lead to similar 
disappointment and cynicism. The key, therefore, 
is to identify essential and realistic possibilities for 
cooperation and collaboration. The above idea is 
one suggestion of doing just that.

In terms of suggestions for other areas for 
cooperation, Europe, Japan, and the United States 
are also supremely placed to advocate for liberal 
economic principles in Asia. Such principles 
include a clearer separation between a state’s 

political and strategic interests on the one hand, 
and economic activity of commercial entities on 
the other. This is particularly salient with respect 
to China’s state-dominated economy, within which 
the links between state-owned enterprises (SOEs) 
and the Communist Party, and the use of SOEs to 
achieve regime and national objectives, exist as a 
challenge to the proper operation and evolution of 
the liberal economic order.12 

Together, the EU, United States, and Japan are 
dominant sources of foreign direct investment 
(FDI) into East Asia — including into China 
— with Chinese firms playing a surprisingly 
minor role in the region. The same applies to 
technology and knowledge transfer into East Asia, 
which is overwhelmingly reliant on the advanced 
economies.13 This gives them significant influence. 

When it comes to cooperation for common interest, 
the difficulty lies in coordinated action between 
the EU, United States, and Japan to promote liberal 
economic reform, especially in China and with 
respect to the external behavior of Chinese SOEs. 
The great temptation is for countries to pursue 
their individual, short-term interest in seizing 
perceived opportunities in China with little regard 
for the contemporary and future shape of economic 

12 See John Lee, “China’s Corporate Leninism,” The American Interest, 
May/June 2012, http://www.the-american-interest.com/2012/04/10/
chinas-corporate-leninism/ 

13 For the dominant role of European, American and Japanese capital into 
Southeast Asia, see John Lee, “China’s Economic Leverage in Southeast 
Asia,” Journal of East Asian Affairs 29:1 2015, http://www.hudson.org/
content/researchattachments/attachment/1481/2015_08_28_lee.pdf; 
Trends in Southeast Asia: China’s Economic Engagement with Southeast 
Asia — Singapore (Singapore: ISEAS Publishing 2014); Trends in South-
east Asia: China’s Economic Engagement with Southeast Asia — Vietnam 
(Singapore: ISEAS Publishing 2014); Trends in Southeast Asia: China’s 
Economic Engagement with Southeast Asia — Malaysia (Singapore: 
ISEAS Publishing 2014), http://www.hudson.org/content/researchattach-
ments/attachment/1401/trends_in_se_asia_malaysia_2014.pdf; Trends 
in Southeast Asia: China’s Economic Engagement with Southeast Asia 
— Indonesia (Singapore: ISEAS Publishing 2013); Trends in Southeast 
Asia: China’s Economic Engagement with Southeast Asia — Thailand 
(Singapore: ISEAS Publishing 2013), http://www.hudson.org/content/
researchattachments/attachment/1172/chinese_economic_activity_in_
thailand.pdf 
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order and practice. Consequently, trade and other 
economic agreements with China tend to focus on 
removing ad hoc barriers for firms of that particular 
country entering into the Chinese market, rather 
than on a set of common rules applicable to all. 

A further problem with any coordinated EU 
approach is that trade policy is governed by the 
European Commission and not the EEAS; the two 
entities often have inconsistent approaches vis-à-vis 
an economic partner such as China.14 Moreover, 
individual countries have decisive voices in national 
trade and economic policy, and those benefitting 
from China’s economic rise in the short-term, such 
as Germany, tend to be more accommodating when 

14 See Rem Korteweg, “A presence farther east: Can Europe play a strategic 
role in the Asia-Pacific region?,” Centre for European Reform report, July 
2014, http://www.cer.org.uk/sites/default/files/publications/attachments/
pdf/2014/cer_a_presence_farther_east-9351.pdf 

it comes to Chinese economic policies than are 
others.15 

It may be that coordinating economic approaches 
in East Asia is a bridge too far at this time. But 
without principled coordination, the still dominant 
economic position of the EU, the United States, and 
Japan in Asia is wasted, and the region is the poorer 
for it. 

Dr . John Lee is a senior fellow at the Hudson Institute 
and an adjunct professor at the Australian National 
University . 

15 Ibid, p. 10.
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