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ASEAN Summits

FIGURE 1
The Mekong River Basin

Peace by ‘Infrastructure
And What Goes With It’ A

by Gail G. Billington o CHINA
Faced with U.S. threats of war in the Mideast and throughou P _

their region, the ASEAN+3 states—the 10 Southeast Asial S e
nations and their dialogue partners China, Japan, and Sou ¢ “’f%

Korea—met in Phnom Penh, Cambodia Nov. 4-5. ASEAN’S | MYANMAR /‘”‘27 "y V'ETNA':"' ) 5 _
eighth annual summit, representing more than 1.5 billion citi- y LAO§“‘\ ’ ano 5. (&
zens and a combined $1.7 trillion GDP, declared for peac 4 i :
through economic development, and made extensive plar @
for cooperative projects of development of Southeast Asia : )

particularly the Mekong River basin. Including a fourth dia-

logue partner—India—this year, the extended ASEAN-plus
grouping represents nearly half the world’s population.

The Chairman’s statement, issued at the conclusion of thg
summit, declares up front: “We are deeply concerned abouf
the situation in the Middle East. With the assistance of the
international community, a peaceful solution to end the wors-
ening cycle of violence in Israel must be formulated.”

This year’s meeting is historic in many ways, not least
that the summit was held in Cambodia, one of the poorest]
nations in the world, which is still recovering from one of
the worst holocausts caused by the Anglo-American Utopian
faction’s wars of the 1960s and 1970s; at least one in five

Cambodians was killed between 1968 and 1979 by U.SThe ASEAN+3 summitsin Phnom Penh focussed on an ambitious

: plan for devel opment of the Greater Mekong Sub-region around
bombs and by the ideologues of the Khmer.ROUQe' the basin of the 4000 kilometer-long Mekong River. Along with
The unprecedented level of cooperation extended bYay rail and road corridors, the keyisa $4.5 billion Southeast

China atthe summit, in addition to the launch of India’s partic- Asia-wide power grid, based on Mekong and other hydropower.
ipation in these annual meetings, attests to the deep commit-
ment of these nations, hit hard by the global economic crisis
since 1997, to resume therich history of cooperationlaunched  the signing of previously pledged $12.5 million in zero-inter-
at the 1955 Bandung Meeting of Asia and Africa. Today’'sest loans to host Cambodia, and met with Cambodia’s King
Non-Aligned Movement chairman, South African President  Sihanouk, his son and National Assembly President Princ
Thabo Mbeki, was invited to make a presentation on AfricanNorodom Ranarriddh, and Prime Minister Hun Sen, who
development. The ASEAN summit reaffirmed its commit-  chaired the combined ASEAN meetings. Prime Minister Zhu
ment to the Five Principles of Peaceful Coexistence of thalso announced that Beijing would write off $200 million that
Non-Aligned Movement. Cambodia owes China, and eliminate tariffs on a wide range
A second, and equally crucial, recurring reference in theof Cambodian goods. Similar aid was extended to Laos and
Phnom Penh meetings, is to the 1997-98 Asian economic Myanmar, as part a contribution to ASEAN's effort to uplift
crisis, and “the continued sluggishness of the world econthe poorer nations in the Association.
omy;” this referred to the certainty of continued economic Perhapsthe mostdramatic result of the Phnom Penh mee
crisis, and, thus, the need to devise a strategy—as Japandrgs was the decision to push forward with the development of
Prime Minister Junichiro Koizumi said—to “act together to the Mekong River basin, an area which represents the critical
advance together.” crossroad between China, Southeast Asia, and India, as well
Chinese Prime Minister Zhu Rongji arrived in Phnom as a major hub on the Southern Route of the Eurasian Land
Penh for a three-day visit on Nov. 1, where he presided oveBridge connecting the Pacific with Europe and Africa. The
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FIGURE 2
Greater Mekong Subregion Rail Projects

Thailand, Cambodia, Laos, and Vietnam declared:
“Qurvisionisof aGM Sthat fulfillsitsvast potential,
freeing people from poverty and providing sustain-
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able development for all.”

River, Rail, and Road Infrastructure
The GMS project brings together Vietnam,
Laos, Cambodia, Thailand, Myanmar, and Hunnan
Province, China, in aprogram of overlapping infra-
structure “transport corridors’—including road,
rail, air, water, energy, telecommunications, aswell
as human resource devel opment, tourism, trade fa-
cilitation, and investment. The GMS encompasses
an area the size of Western Europe and home to
250 million people. In July 2002, representatives of
GMSS countries conducted their first week-long tour
of the area, and Asian Development Bank (ADB)
Director General Rgjat Nag described the overal
project: “We want to have the whole region con-
nected by quality physical infrastructure and every-
thing else that goes with it. In the next 10 years, we
want to seethe physical infrastructure network al in

At ~4om e | place. We will help all these countries to build an
Andaman Sea K Y, TJ o enabling environment for growth.” While the esti-
ka7 NN S mated financing needs for the next 3 years are $2
"“"}lﬂ;ﬁ‘fﬂb’* i -Hb"é'l%.i..l; o oy billion, Nag said: “These countries are extremely
4 .

pragmatic. They say, let’ sfocuson the do-able. And
let’sget onwithiit!”

China announced that it is ready to support the
big Kunming-Bangkok Asian (coastal) highway
project by undertaking construction of somesections
of highway through co-financing. China has spent
$2.08 hillion to develop its portion of the highway.
Chinais aso keen to develop river navigation with
ASEAN, and could providefundingtoregulatesome
sections of the Mekong navigation channel within
the territories of Laos and Myanmar. They also ex-
pressed interest in participating in the construction
of the Singapore-Kunming railway line and other

Source: Asian Development Bank

The most important of the railroad corridors now being funded by China and

ASEAN isthe Kunming-to-Bangkok railroad originating in China and
running down the coast of Indo-China and to Bangkok, then southward
through Malaysia.

first-ever heads-of -state summit of the member states of the
Asian Development Bank-sponsored Greater Mekong Sub-
region (GMS) took place on Nov. 3. Agreementswere signed
on Mekong regional transport, and, in abreakthrough, a$4.5
billion Southeast Asia-wide power grid with China’s help,
based on Mekong and other hydropower, which is targetted
for completion by 2019, and would be an historic first-ever
comprehensive power grid in theregion’s history.

In the statement, the governments of China, Myanmar,
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transport gridsin neighboring ASEAN countries, as
well as enlarging air service arrangements with
ASEAN member-countries on abilateral basis.

Breakthrough Agreements
The ASEAN-Chinasummit onNov. 4, produced
further spectacular breakthroughsin regional coop-
eration. A bilateral framework agreement on economic coop-
eration was signed, providing for an ASEAN-China free-
trade area (ACFTA) to be implemented over a ten-year pe-
riod. In adecade or more, ACFTA would become the largest
trade agreement in the world, with a combined market of 1.7
billion people, GDPof $2trillion, and two-way trade of $1.25
trillion. Theagreement goesfar beyondfreetradeissues, how-
ever, to include “economic cooperation, particularly in the
areasof agriculture, information technol ogy, human resource
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development, mutual investments, and the Mekong River Ba-
sin development.” To that end, ASEAN and China signed a
memorandum of understanding (MOU) on agricultural co-
operation; Chinawill provide ASEAN with training and ca
pacity-building activities in agriculture, fisheries and aqua-
culture, biotechnology, farm machinery, agro-industry, live-
stock production, harvest technology, and food security.

ASEAN and China also reached an historic security ac-
cord on overlapping claimsto several groups of islandsin the
South China Sea (including the Spratley Islands), by Brunei,
Malaysia, the Philippines, Vietnam, and China. Vietnam and
China clashed over the Spratley Islands in 1988 and 1992,
and friction between the Philippines and China nearly led to
military conflict several times since then. The new accord
was named the “Cambodia Agreement.” ASEAN Secretary
General Rodolfo Severino described the accord to Agence
France Presse: “Pending the resolution of the jurisdictional
and territorial disputes, this is how we should behave: We
should not occupy uninhabited land features’ in the South
China Seas. ASEAN spokesman M.C. Abad emphasi zed that
“the Cambodia Agreement isthe concerned states’ important
contribution to the cause of regional and global peace. [It]
is afitting tribute to a country that has gone a long way in
transforming itself from aplace which isalmost synonymous
with the Killing Fields, to abroker of an instrument of peace
intheregion.”

The Agreement al so served theuseful purposeof reviving
attention to two major development projects in the region,
which have received little attention since the 1997 economic
crisis in Asia. These are the Brunei, Indonesia, Malaysia,
Philippines East Asia Economic Growth area, surrounding
the contested area of the South China Sea; and the Bangla-
desh, India, Myanmar, Sri Lanka, Thailand Economic Coop-
eration zone, which complements the Greater Mekong Sub-
regional development concept, further expanding the east-
west continental Asiatransport corridorswhich are crucial to
the larger Eurasian Land-Bridge concept. South Korea and
Japan expressed keen interest in participating in the rail
projects.

Equally importantly, the Cambodia Agreement treated
“security” inaway that contributed to preventing the“war on
terrorism”— as defined by the Utopian war faction in Wash-
ington—from hijacking the discussion. This was especialy
important in light of Australian Prime Minister John How-
ard’s government raids targetting Indonesians in Australia,
and the widespread terror alerts which have stopped foreign
directinvestment, tourism, etc. Malaysian PrimeMinister Dr.
Mahathir bin Mohamad, backed by Indonesian President Me-
gawati Sukarnopuitri, rejected Australia srequest for consid-
erationasan ASEAN dialogue partner with ASEAN, shelving
it for another year. Thefocusremained on economic devel op-
ment and political collaboration, for the greater good of the
region asawhole.

Terrorismisconsidered aseriousissuein Southeast Asia,

10 Economics

but Dr. Mahathir and hiscolleaguesinsist that to defeat terror-
ism, one must get to the root causes—as by the broad-based
economic development initiatives taken in Phnom Penh.
Seven of the ASEAN member states, in fact, did commit to
an anti-terror aliance and an anti-terror center tobeset upin
KualaLumpur, Malaysia. A fina statement of confidencein
the capacity of ASEAN to respond to theterrorist threat came
in the announcement by Indonesian President Megawati that
next year' SASEAN Summit will be hosted by Indonesia—in
Bali, scene of ahideousterror bombing in October.

Japan and India

Japan, which has been the leading investor in Southeast
Asia, concluded a “Comprehensive Economic Partnership”
with ASEAN, to expand trade and investment. Next year will
be the 30th aniversary of ASEAN-Japan relations. Whether
Japan will return to the policies of that earlier time, when it
was committed to building developing nations as “full set”
industrialized powers—before the infamous Plaza Accords
with the United States—isamajor question.

The concluding bilateral meeting was the first between
ASEAN and India, creating a new “ASEAN+1" to comple-
ment the ASEAN+3. At this meeting, Indian Prime Minister
Atal Bihari Vajpayee proposed a free trade accord between
ASEAN and India, and raised the historical and cultural links
that tie these nations together. India extended a $10 million
line of credit on preferential terms to host Cambodia. This
wasthefirst visit of anIndian PrimeMinister to either Cambo-
diaor Laossincethat of Jawaharlal Nehruin 1954. Thejoint
declaration issued by India and ASEAN appropriately con-
cludes: “We noted that the histories and cultures of Southeast
Asiaand India are closely intertwined. The intimacy of our
past brings the hope that our future is similarly linked to
mutual prosperity and stability.”

During the “Asian financia crisis’ of 1997-98, intra-
Asian trade was gutted, and exporting nations were forced
into dependency upon the U.S. “new economy” market. But
asthat market imploded during 2001, Asian nationsbegan re-
building regional tradeties, centered, thistime, around China;
thisiswhat isreflected in the Phnom Penh summits. Despite
theworld depression, China-ASEAN trade grew 5% in 2001.
Inthesecond half of 2002, Chinahasbecomethe most impor-
tant export market for Japan, South Korea, and Taiwan, sur-
passing the United States for the first time. Joint trade and
investment have grown steadily, even asthat with the United
States has stagnated or fallen.

Financial ties are also growing, even as the U.S. dollar
weakens. On Nov. 4, the official Chinese press published a
report that the Chinesecurrency, theyuan, is“ quietly” becom-
ing accepted asa“hard currency” intheregion, andin Russia.
In Malaysia, Vietnam, and Singapore, the yuan is being used
asaconvertible currency, although, officially, exchange con-
trolsremainin place. The phenomenonissmall so far, but has
big implicationsfor the future.
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