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This article provides a critical analysis of the emerging features of Asia’s 

changing strategic landscape and its links to the broader dynamics of 

world politics. It begins by considering the approaches that the major 

powers are likely to take and then explores the set of dynamic factors – 

including the fate of the global economy, nationalism, and strategic shock 

– whose interaction with the policies of the major powers will determine 

how Asia’s strategic future will unfold. The article concludes that 

although the region is experiencing considerable change over the coming 

generation the large tectonic forces shaping the strategic future are 

already in plain sight. What is less clear is how these forces will interact or 

how states and peoples will respond to these circumstances. 

 

The strategic circumstances of Asia’s states and societies changed 

dramatically in the twentieth century.1 Although it was a theatre of 

colonial rivalry among Western powers and a considerable source of 

raw materials for the global economy, Asia was of secondary 

importance to the broader dynamics of the international system until 

Japan began to mimic Europe’s imperialist proclivities. As the Pacific 

war ended and Europe’s empires were unwound, the efforts of Asia’s 

peoples to make political and economic institutions of their own were 

dragged into the broader strategic dynamics of Cold War competition. 

Millions were killed in the three Indo-China Wars and the war on the 

Korean peninsula. If one adds to that the millions more slaughtered in 

communist China’s internal upheavals, Asia was unquestionably the 
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world’s most strategically dangerous place in the first half of the Cold 

War.  

In the mid-1970s the region was transformed. With the 

normalization of Sino-US relations through the second half of the 

decade, entailing a bargain whereby China accepted US regional 

dominance and the US would cease trying to overturn communist 

powers, Asia entered a period of remarkable inter-state peace and 

stability. The underlying mistrust of Asia’s powers was overcome by 

America’s dominance and its strategic function as ‘least distrusted 

power’ allowed Asian states to get on with the business of domestic 

economic development. In particular, it provided the geopolitical 

foundation for China’s dramatic economic modernization. The 

transformation of Asia during the Cold War could hardly be more stark; 

in its first half it was the conflict’s bloodiest place, in its second, the 

region was a zone of peace. The economic dynamism for which the 

region is now renowned was made possible by the turn away from 

conflict. And their wealth has made Asian states and societies of 

fundamental importance to the world.  

Asia’s economic growth, and the concomitant transformation of its 

strategic and diplomatic weight, is of significance not simply because of 

its dynamism at a time of global sclerosis and economic stagnation but 

also because of the scale of societies which it involves. Asia’s economies 

collectively are expected to become bigger than the advanced industrial 

economies by 2032, if not sooner.2 Governments and businesses the 

world over are tantalised (and in some cases worried) by the prospect of 

a burgeoning Asian middle class that is likely to be nudging two and a 

half a billion people over the next generation or so.3  The widespread use 

of the label the ‘Asian century’ by many, mostly outside the region, 

reflects this sense that world economic history is reverting to its long 

term trend line whereby Asia was, for the bulk of the past two thousand 

years, the world’s most important economic place.4 Asia’s prosperity has 

knitted the region together through networks of production, trade, and 

finance creating an increasingly interdependent region. Yet, contrary to 

liberal expectations, in spite of its prosperity the region has become 

more uncertain as the historical animosity, mistrust and unresolved 

territorial disputes that were papered over by America’s regional order 
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resurface, with antagonism fuelled by growing defence budgets and an 

often strident nationalism. Asia’s wealth has made its long-extant flash 

points and geopolitical fissures increasingly militarised and risk-prone, 

it has also made these points of global importance.5 How Japan and 

China manage to resolve their differences over the status of the 

Senkaku/Diaoyu Islands (or fail to) is of global importance in ways 

utterly different than in the recent past. 

Asia’s significance to the rest of the world, both economic and 

strategic, is ultimately the function of changes within Asian states and 

societies. In turn these changes are transforming the regional order that 

has prevailed since the mid-1970s in subtle but important ways. Perhaps 

the most important dimension of these is Asia’s changing strategic 

setting. What are the tectonic forces shaping the strategic landscape? 

Will the region revert to its conflict prone past or will it sustain its 

peaceful tendencies? This article addresses these questions by examining 

the key factors shaping the region’s emerging strategic setting. It begins 

by considering the approaches that the major powers are likely to take 

and then explores the set of dynamic factors – including the fate of the 

global economy, nationalism, and strategic shock – whose interaction 

with the policies of the major powers will determine how Asia’s 

strategic future will unfold.  

 

 

Strategies of the Major Powers 

Asia is no exception to the cardinal rule of international relations: the 

major powers matter much more to the strategic setting than the lesser 

powers. The first of the tectonic forces shaping how the region’s 

strategic setting will evolve is the way the US, China, Japan and India 

pursue their interests in the region. Each will be examined in turn. 

 

The United States 

Since the occupation of Japan, the US has maintained a significant 

military presence in the region.6 Even after normalization of relations 

with the PRC, the US has stationed a very large conventional force in the 

region (primarily through South Korea and Japan) that was part of its 

broader ‘two war’ strategy in the Cold War.7 Once the Soviet Union 
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collapsed, and with it the primary rationale for America’s presence in 

the region, many thought that the US was likely to reduce its regional 

deployment if not remove it altogether. America’s difficult economic 

circumstances in the early 1990s seemed to prompt a kind of neo-

isolationism. This sentiment did not last long and the US opted to retain 

the basic structure and purpose of its regional strategy for a post-Cold 

War world.8 Within three years of this approach being formally adopted 

American policy in Asia began to be affected by the Bush 

administration’s strategic re-orientation around the ‘war on terror’ and 

the demands of the conflicts in Afghanistan and Iraq. The basic 

parameters of US policy in Asia ostensibly remained unchanged after 

2001. Yet in practice force redeployments and the broader strategic focus 

on these conflicts gave the US presence a degree of uncertainty that it 

had not experienced since the second Indochina war. An uncertainty 

that many felt allowed China to increase its influence in the region at 

America’s expense.9 

The Obama administration’s heavily signalled re-emphasis on 

Asia was, in the first instance, prompted by this perceived strategic 

wavering.10 Getting out of Iraq and winding down the campaign in 

Afghanistan did not mean winding back America’s global commitments 

but shifting the focus to core interests. For Obama this meant having a 

clear strategy on Asia in general and China in particular.  The policy 

adopted thus far, the level of continuity that exists between it and what 

has come before, and the degree of bipartisan support in Washington for 

the basic thrust of America’s approach means that America’s regional 

strategy over the medium term future is reasonably clear. Perhaps the 

most important force shaping the region’s evolution is already in place. 

The centre-piece of US strategy in Asia will be one of continued 

regional military predominance that is in turn part of a broader global 

posture of strategic pre-eminence. The US will continue to forward 

deploy substantial conventional forces in the region and seek to 

continue its geopolitical role as the off-shore balancer-in-chief. It will try 

to maintain sufficient military advantage over others in the region (most 

notably China) so as to deter any significant departure from the existing 

strategic balance. The presence will be organized through a series of 

bilateral alliances and partnerships, most obviously the treaty allies 
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Australia, Japan and South Korea, but also quasi-alliance partners such 

as the Philippines, Singapore, and Thailand. In developing its strategic 

relationship with India in recent years one sees a continuation of this 

bilateral approach. There is very little prospect that the US will shift the 

organizational structure of its presence away from its current bilateral 

setting and toward a more multilateral process as in Europe. The 

purpose of US strategic policy will be to achieve three basic aims: an 

American brokered Asian peace; the international rule of law, as 

understood by the US; and a regional order organized around liberal 

principles both economic and political. In short, the US will seek to 

maintain the essence of the regional order that has been in place since 

the mid-1970s. 

While in its big structural features US strategy entails significant 

continuity there will be a number of subtle changes. Most obviously the 

US has already begun to shift where and how it’s military will be 

located. This move reflects three broader forces. First, it is a function of 

the shifting centre of strategic gravity away from the old Cold War focus 

on Northeast Asia to a more air force and maritime emphasis on the 

region as a whole and in particular Southeast Asia. Second, it is the 

result of longer-running efforts to transform the US military, in which 

America seeks to have a smaller, more nimble and flexible fighting force 

that can react quickly to circumstances without reducing its underlying 

strategic heft. Third, it is also driven by the desire to be able to move 

forces between regions and operations more easily than in the past. The 

other subtle shift will be an increase in the role played by alliance 

partners. The US will expect its allies to do and pay for more regional 

strategic goods and for allies to work with one another to this broader 

end. This will be particularly evident in areas of Asia that the US deems 

to be of lesser importance and lower risk, perhaps most obviously in the 

Indian Ocean region.11 This is partly driven by economic circumstances 

that are likely to remain more straitened over the next decade than they 

have been, but is also part of a broader desire to share the costs of 

regional security and undergird the political legitimacy of America’s 

regional strategy. 

Much has been made of US financial difficulties and the prospects 

of defence retrenchment. It is almost certain that the US defence budget 
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will not maintain the very high levels of expenditure of the ‘war on 

terror’ era.12 The US intends that the cuts that are to come will not 

reduce America’s Asian presence. As President Obama made clear in his 

speech to the Australian parliament: ‘reductions in US defence spending 

will not - I repeat, will not - come at the expense of the Asia Pacific’.13 

While it is not likely to lead to a significant reduction in America’s 

military presence one must recognize that there have been and will 

continue to be doubts about the credibility of America’s role due to its 

fiscal challenges. Nonetheless, the US has every intention of projecting 

force in the region in broadly the same way as the past. This has 

bipartisan support in Washington and it intends to pursue regional 

primacy for so long as it can. The prospects of it being able to afford this 

over the medium term are quite reasonable, especially if the US 

continues the economic recovery that began in the first quarter on 2013. 

 

China 

More than any other factor, it has been the internal transformation of 

China that has prompted the sense of significant strategic change in Asia 

and the world more broadly. The rapid economic growth has 

transformed the life chances of millions of Chinese, is pushing further 

urbanization, reorganizing regional and global production chains and 

driving a modernization program in the world’s largest military. In 2002 

China’s defence spending was 47.8 billion USD, by 2011 it was 129 

billion (in constant 2010 dollars).14 It is now the second largest in the 

world and the increased resources are being spent on the acquisition of 

offensive capabilities, as well as better pay and conditions for its 

personnel, as it pursues greater levels of professionalization in the PLA. 

There is considerable uncertainty about just what it is strategically that 

China intends. This is not just in the world beyond Beijing. Within the 

Communist Party there is no clear consensus as to what its grand 

strategy should be over the longer run. As Shambaugh shows there is a 

wide spectrum of views among policy elites ranging from what he calls 

‘nativists’ who distrust the outside world and the US in particular 

through to more liberal ‘globalists’ who think China needs to shoulder 

greater international responsibility.15 While there appears to be 

something of a consensus about policy purpose in recent years, China is 
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only months into its fifth generation leadership transition and precisely 

what path it will take and how it will travel along this path has not yet 

been determined. That said, there are a number of core themes to 

China’s strategic policy over the past fifteen to twenty years and which 

look likely to remain central to its approach in the future. These are 

broader themes within which there has been and will remain 

considerable room for maneuver for policy makers but which set the 

parameters within which policy must operate. 

Beyond its basic national defence and security, the highest priority 

for the party remains domestic economic growth and stability. As a 

consequence, the number one strategic policy goal is to ensure an 

international environment that is most conducive to these domestic 

goals. What precisely this entails has varied over time, from the very 

cautious and deliberately low key approach of the early 1990s to the 

much more assertive posture of 2010 and 2011. These interpretations 

reflect not just different circumstances and levels of confidence but also 

the variegated views within the elite as to what approach best advances 

this aim. The second goal is to maximize China’s autonomy to act at the 

international level and its freedom of maneuver within the region. In the 

past this has been generally thought to entail a fierce commitment to 

traditional Westphalian notions of sovereignty. In more recent years, it 

is driving the modernization of the PLA’s air and maritime capabilities 

so as to reduce China’s sense of vulnerability and in particular its 

concerns about American naval power. The third goal is to have an 

Asian region without a hegemonic power. Many analysts outside China 

have tended to assume that that long standing aim is a polite way of 

saying that China aims to replace American predominance with Chinese 

primacy. Behaviour thus far suggests that this interpretation is 

unwarranted, at least in the sense that Chinese elites find it difficult to 

imagine a future in which their domestic circumstances would allow 

them, either politically or economically, to act in this way. However, the 

more assertive turn in regional policy in recent years shows that China is 

less comfortable with American dominance than in the past.16 Finally, 

China aims to have good relations with the developing world and to 

foster a sense of esteem or leadership among non-OECD states.  

There are three main paths down which China’s strategic policy 
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could go over the medium term. In each of these the core goal remains 

the same, however, there are different interpretations as to just what 

they mean and the tactics and instruments used to achieve them. The 

first is a return to the pre-2010 status quo in which China accepts US 

predominance and essentially buys into the broadly liberal American-

led regional order. A second scenario sees China adopt a more assertive 

interpretation of its main goals. Here China will continue to build up its 

air and naval capacity so as to ensure its autonomy, including defending 

its claims in the disputed territories of the East and South China seas as 

core security interests. It will actively seek to diminish US influence in 

the region. Between 2010 and 2012 in China’s approach to the South and 

East China Sea disputes we saw leading edge examples of what this 

would entail. There is a good chance of this becoming the approach 

adopted by Xi Jinping’s administration. The third scenario is a much 

more radical departure from existing practice. It would involve China 

actively seeking to overturn the existing regional order and replacing 

American predominance with a Sino-centric order. This is an unlikely 

set of events at this stage given China’s material constraints and existing 

commitment to internal social stability and economic growth.  

Notwithstanding the uncertainty about China’s intent – and for 

many the uncertainty itself is destabilizing – regardless of which 

approach prevails, China will see American regional predominance, and 

the order that it underwrites, as something with which it is not willing 

to live over the longer term. As Holslag argues, China perceives itself to 

be trapped in this setting,17 both in the geopolitical sense that the US is 

constraining it militarily, and in the sense that it enables the US to take 

steps to ensure that China is not able to achieve its potential. This 

disposition will lead to China continuing to develop its military capacity 

to maximize its strategic autonomy within what it calls the ‘first island 

chain’. This is an imaginary line that runs from the south of the main 

Japanese archipelago, through the Senkaku/Diaoyu islands northeast of 

Taiwan, south through the Philippines, on to Sabah/Sarawak and swings 

West through the southern part of the South China Sea. In the first 

instance, this will entail continuing to develop anti-access and area 

denial technology such as the J-22 missile, launching high-speed 

catamarans, converting ballistic missiles to ‘aircraft carrier killers’ and 
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increasing the PLA Navy’s capacity to project force beyond its littoral 

waters. Related to this China is almost certain to pursue policies to 

ensure that it is not beholden to the US Navy for sea lane security and 

that it is not vulnerable to other maritime forces. Over the short to 

medium term this will be focused entirely to the east of the Malacca 

Straits. It is unlikely that China will attempt to project significant 

maritime power into the Indian Ocean due to the costs and risks of such 

an approach and the relative distance from its core interests. 

Perhaps the most important change we have seen in China’s 

strategic policy has been subtle but is potentially destabilizing. Since 

normalization of relations with the US, China joined virtually every 

other Asian power in accepting (even if somewhat begrudgingly) the 

basic terms of the American brokered order. There was a region wide 

consensus about the military balance, the economic system and the 

diplomatic rules of the road. China’s behavior since around 2010, if not 

somewhat earlier, demonstrates that it is no longer content with the 

dominant order and that the consensus about the fundamentals of the 

international setting is beginning to fray.18 China may not opt to 

reconstitute the regional order in its favour nor explicitly engage in a 

contest about the content of a new order, but its move away from 

acceptance of the existing arrangements presages a period of uncertainty 

and instability. 

China’s shift from a poor power espousing revolution to a wealthy 

state at the heart of global production networks has had and will 

continue to have dramatic consequences for the region and the world. 

Exactly what path the PRC will follow is yet to be determined, 

nonetheless at a minimum the region can expect China to continue to be 

unhappy with the precise configuration of the regional strategic setting, 

to continue to work to carve out space for its strategic autonomy and to 

contest aspects of American predominance without necessarily seeking 

to fundamentally recast the region. 

 

 

Japan 

Since the adoption of its American-written constitution, which 

dramatically circumscribed its ability to use force, Japan itself has been a 
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second order strategic player in the region. It is its alliance with the US 

and its function as the ‘unsinkable aircraft carrier’ for the US, which was 

the key to its contribution. Yet steadily through the 1990s and beyond 

Japan has transformed itself into an increasingly significant player in its 

own right as it has tightened and begun to redefine its alliance 

relationship with the US. Given its pacifist constitution it is surprising 

that Japan has one of the world’s largest defence budgets and a highly 

capable professional fighting force. In 2011 its defence budget of 58.1 

billion USD was fifth in the world, spending only slightly less than 

Russia and Britain.19 Beyond the basics of its expenditure, however, 

since 2001 Japan has adopted a much more expansive understanding of 

the purpose of its alliance with the US and the role that it is to play 

within that relationship. While originally conceived as a security 

guarantee for Japan in the Cold War, the alliance is now seen by both 

parties as the ‘anchor of regional security’.20 For Japan, expanding the 

notion of what the alliance entails means not only continuing to host a 

significant American presence in the region, but working to increase the 

contribution that Japanese forces make to the broader good of regional 

stability. Japan’s military has moved from being a defence force 

understood in the narrowest possible sense to one that participates in 

UN peace-keeping operations (albeit with unusually tight operational 

constraints) and is beginning to plan to take on roles in bilateral 

operations with the US in relation to regional contingencies, particularly 

as they pertain to China and North Korea. 

To be clear, Japan is a long way from having a regional strategic 

weight commensurate with its economic heft. But it is increasingly less 

puny than it has been. Moreover, the part that it is likely to play in the 

strategic setting over the coming 25-30 years is reasonably clear. First, 

and most obviously, Japan will continue to play the role of junior 

partner to the US. It is neither going to adopt a Gaullist approach, nor is 

it going to become an ally with the independent capacity of Britain. It 

will continue to expand the scope of operations that the SDF will 

undertake within the alliance. Particularly, it intends to increase its 

ability to participate in contingencies and to defend its offshore 

territories. The expansion of tasks that the SDF are likely to undertake 

are foreshadowed in the 2010 NDPG and the 2012 Defence White Paper 
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and give a clear sense of the likely trajectory of the SDF’s development.21 

Yet this will reach natural limits as the financial capacity to grow 

beyond a certain size and scale will be limited given the political 

sensitivities within Japan and the region more broadly. Japan is also 

likely to continue to develop cooperation with likeminded partners in 

the region. Presently, this has only progressed with Australia.22 Intra-

alliance collaboration has several purposes. First, it increases the 

partners’ collective ability to contribute to America’s regional strategy, 

particularly in work at the margins of strategic sensitivity, such as HDR 

operations. Second, it enhances each other’s defence force capacities in 

complementary ways including training, interoperability and 

technology transfer. Third, it has a political function to signal regional 

support for America’s ongoing policy of primacy. Over the coming years 

we are likely to see an increase in the joint exercises between Australian, 

Japanese and American forces, both bilaterally and multilaterally. The 

Cope North air force drills in Guam are indicative of this trend.23 In 

summary, Japan will continue to be a close ally of the US, it will work to 

support American strategy and it will expand the role that the SDF plays 

within the alliance; it is this latter development which presages subtle 

but important changes in the region’s setting. 

 

India 

Although India’s economic transformation has not yet reached the 

heights achieved by the PRC, it has nonetheless begun to have 

significant implications for Asian security.24 During the Cold War while 

India was formally non-aligned it had close relations with the Soviet 

Union and its policy dealings were of little broader significance beyond 

the South Asian subcontinent. The economic reform program launched 

in the early 1990s not only spurred the growth which India has enjoyed 

in recent years, it also prompted a significant rethink of its strategic 

posture in the region and the world more broadly. As Raja Mohan puts 

it, India ‘crossed the Rubicon’ from being an ideological to a very 

pragmatic foreign policy player in the 1990s symbolised most clearly by 

the 1998 Pokhrun II nuclear tests.25 As the Indian economy became more 

integrated with the outside world, its foreign and strategic policy began 

to expand beyond its immediate neighbourhood. India recognized that 
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its ambition and long term interests required that it focus not only on its 

immediate South Asian neighbourhood, but also on the broader Asian 

region and the globe as well. India began to participate in East Asian 

multilateral projects such as the ARF, joining in 1996, and the East Asia 

Summit, in 2004. Perhaps most notably, India and the US have 

developed a strategic relationship that is driven by realpolitik concerns 

about China. The centrepiece of this relationship is the civilian nuclear 

agreement negotiated in 2005. 

New Delhi’s more pragmatic approach to foreign policy has 

entailed efforts to expand India’s strategic and diplomatic footprint, 

including a military modernization program,26 but it has not yet 

embraced a radical transformation of Indian grand strategy. The shift to 

a more interest-driven policy was a break with the past but it did not 

reflect a dramatic transformation of the Asian order. Indeed the basic 

pattern established by the BJP in the mid to late 1990s remains in place 

and is unlikely to be changed over the medium term future. Although, 

in the final years of the UPA government it has arguably retreated 

somewhat from this more pragmatic posture. Nonetheless, India’s 

primary strategic and security concerns are and will continue to be local. 

Its main focus will remain at home, on insurgencies and security order 

provision, and its borderland challenges, most obviously its disputes 

with China and Pakistan. The one caveat to this is the way in which the 

border dispute with China has broader strategic consequences, 

particularly with regard to the dynamics of the China-India-US 

relationship. India will continue to try to increase its strategic influence 

over South Asia and to capitalize on its natural advantages as the 

resident maritime power in the Indian ocean. It will also seek to have a 

global presence as a significant player, most obviously in its bid to 

become a permanent member of the UNSC, but this will not be a 

sufficiently high priority to lead to a significant reallocation of 

budgetary resources. 

In short, for at least a generation if not more India’s 

neighbourhood challenges combined with its ongoing material 

constraints will mean that it is very likely to pursue a strategic approach 

to the region that is in keeping with the patterns established in the first 

years of the twenty-first century. As with Japan and America there are 
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subtle shifts in its approach, most obviously its relationship with the US 

and its naval modernization program, but these do not represent a 

significant shift in its strategic policy. 

How the major powers approach the region, and in particular how 

they approach one another, will be one of the most important forces 

shaping the emerging strategic setting. As this survey shows, there is 

likely to be more continuity in the policies of the major powers than 

change. To be clear, the region now looks very different than it did in the 

latter years of the Cold War. However, we may not have realized it at 

the time but in the fifteen years after the Soviet Union’s demise the 

template for how the region’s major powers advance their interests was 

established. The US committed itself to a significant presence in the 

region organized through its bilateral alliances. China embarked on a 

program to increase its autonomy and reduce its vulnerability to 

American predominance. Japan has committed itself to its alliance with 

the US over the long term while gently increasing its role within that 

relationship and India has devised a pragmatic approach to its strategy 

that includes developing a strategic relationship with the US, but it is 

still overwhelmingly focused on its immediate neighbourhood. Of 

course within this template there is scope for movement, as seen with 

China’s shifts toward and away from a more assertive approach, but 

when we try to imagine what the region’s strategic setting will entail 

over the coming 30 years we must recognize that, at least from a major 

power point of view, there is a good deal set in place already.  

This assessment is based on the assumption that there is a 

reasonably consistent development of the broad social, political and 

economic circumstances within these powers. The landscape will be 

shaped not just by the policy decisions of the major powers but by the 

way these intersect with a series of dynamic forces and how they 

develop in the region.  

 

 

 

Dynamic Forces 

 

Globalization 
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Globalization has been crucial to the recent economic success of Asia’s 

states and societies. China’s prosperity has come primarily from its 

ability to link its very significant pool of cheap labour to global 

production chains. Integration into the global economy has been a vital 

part of India’s new found prosperity.27 The ability to access the affluent 

markets of North America and Western Europe, and in return the ability 

for capital and production techniques to move across the world and for 

management processes to be so portable has unlocked tremendous 

human potential in the region. Without globalization Asia’s rise would 

not have been possible. 

There is a tendency, perhaps less marked since the financial crises 

of 2007-08, to assume that there is something inevitable about 

globalization. The cornerstones of globalization – openness to trade, 

investment, the rapid movement of ideas and people and the political 

commitment to markets as the main allocators of resources – were once 

thought to be unmovable once set in place. Various metaphors 

abounded; globalization was a one way street, a golden straitjacket or a 

natural phenomenon, like rain, that could not be wished away.28  Yet 

globalization is a profoundly political force and as previous experiences 

show, there is nothing inevitable about it.29 Indeed, while Asian states 

have done very well out of globalization they have done so not by 

slavishly adhering to the dominant neoliberal nostrums of globalization 

boosters from the 1990s, instead they have, in subtly different ways, 

integrated into the global economy in selective ways pioneering 

variations of what some have called state capitalism.30 This selectivity 

has meant that their economies may not be quite as exposed to the 

vicissitudes of a roller-coaster global economy but they are equally 

unable to isolate themselves entirely from how globalization unfolds. 

Of the ways in which globalization may develop the two most 

plausible are (1) a long period of slow global economic growth; or (2) a 

narrowing or closing down of globalization.  Since the global financial 

crisis, the world economy has entered a period of relatively low growth, 

led by the Euro area and the US economy, and in places no growth at 

all.31 Many economists think that the developed economy sclerosis is 

likely to continue over the medium term and that the capacity of 

emerging markets to take up the slack is limited given that so much of 
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their success has depended on end consumption in developed markets.32 

For Asia’s strategic setting a sustained period of slow economic growth 

presents several risks.  Perhaps the most significant is that it could 

prompt domestic political crises within key states that would have 

dramatic international consequences.   

The country most likely to suffer from an internal crisis driven by 

low growth is the PRC where the CCP’s legitimacy has been very clearly 

tied to economic success and the political stability it fosters. If growth 

were to falter and internal demand were not able to fill the gap then the 

risks of domestic instability are significant. There are many ways this 

could play out but there are two main scenarios.  The first would entail a 

domestic upheaval in which the party is unable to maintain order 

leading to the breakdown of PRC state structures. The international 

consequences of this would be dramatic, both economically and 

politically. The second would entail the party clinging on through a 

hardline crackdown on elements of instability and the adoption of a 

highly nationalist foreign policy. This would have different but 

nonetheless profound international ramifications. However handled in 

China, a slowdown in the region’s most important economy would have 

knock-on consequences for those whose economic success is tied to the 

PRC through investments and production chains. Although virtually all 

Asian states are dependent to some degree on economic relations with 

China, the country most susceptible to Chinese economic decline is the 

DPRK, which is increasingly dependent not just on sanction busting 

relations with the PRC but also natural resource exports to China.33  

Other Asian states for whom low economic growth could cause 

domestic instability include Vietnam, India, and Indonesia due to the 

raised expectations of the emerging middle classes and how they may 

react to these being dashed. That said, in India and Indonesia 

democratic institutional structures provide ways of managing these 

pressures that authoritarian states do not have.  

Yet one should not assume that slow economic growth would 

automatically produce instability. There is also the chance that such 

circumstances could be a spur for Asian states to collaborate on 

economic policy to drive higher levels of growth more than they have in 

the past. For example, it may prompt region-wide trade and investment 
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liberalization or other policy choices that improve economic 

circumstances. That said, the track record of effective collaboration 

during benign conditions has not been good so it would be quite 

unexpected for this to occur in more difficult times. A low growth 

scenario does necessarily mean disaster but it is very likely to further 

exacerbate the sense of uncertainty pervading the region. 

The other scenario for globalization’s future entails states starting 

to clamp down on the openness that is globalization’s essence, for 

example erecting barriers to trade, intervening more explicitly in market 

forces, limiting capital flows and constraining the movement of ideas 

and people. Globalization to date has been a process in which markets 

have been allowed to play a significant role in questions of production 

and distribution. Choking off globalization means, in essence, replacing 

markets with other more explicitly political factors. Over the past decade 

the region has seen several developments that are indicative of this 

broader trajectory. On the monetary side of things, China has long-

pursued a currency policy that supports the competitiveness of its 

exports, while the effort by the newly minted Abe government to drive 

down the value of the yen displays an unusual revival of political 

interference in monetary matters for an industrialized economy.34 The 

region’s embrace of preferential trade agreements is also indicative of 

this broader trend.35 After attempts to pursue more open forms of trade 

liberalization failed, most notably APEC’s efforts, Asian states began to 

turn toward diplomatically easier but economically messy preferential 

agreements, primarily organized on a bilateral basis. To be clear, the 

move to this approach to trade policy was not driven by highly 

mercantilist sentiments. Yet due to the often political choice of partners 

and because the consequence of PTAs is to exclude non-parties from the 

benefits of liberalization, their effect has been to add a layer of politics to 

trade that had previously been absent. Perhaps the most overtly 

politicised such process has been the Trans-Pacific Partnership (TPP) 

which is currently under negotiation.36 The TPP is the economic centre-

piece of the Obama administration’s rebalancing of its foreign policy to 

Asia and its political hue comes from its exclusion of the PRC.37  If one 

adds to this the strategic investment in resources being undertaken by 

Asian economies and the above market price ‘lock in’ contracts for 
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energy, particularly gas supply, then there are strong indicators in place 

that the region is entering a much more mercantilist phase in its 

international economic relations.  

The strategic consequences of a more mercantilist and less 

globalized future for the region’s economy are several. Most 

immediately, it would add a new layer of political competition and 

friction to the already existing thick sediment of contestation and 

mistrust in the region. It also makes managing existing conflicts much 

more challenging. For example, in the recent past Asian states were able 

to set aside their differences regarding the South China Sea in the 

interests of collective economic gain. In recent years the cycles of 

mercantilism and nationalism has made such an approach politically 

impossible. Third, as liberals have long argued mercantilism is less 

efficient and will contribute to lower levels of economic growth, 

potentially contributing to or exacerbating problems associated with the 

anaemic growth scenario. Finally, mercantilism fosters that other hugely 

influential force that has and will continue to shape Asia’s international 

relations: nationalism. 

 

Nationalism 

Just as integration into the global economy has been crucial to Asia’s 

economic prosperity, nationalism has played a very important role in 

the domestic political structures of many Asian states. In particular, it 

provided a vital social force to bind often disparate ethnic and social 

groups together and to legitimise forms of post-colonial authority and 

state structures in very difficult circumstances.38 The internal functions 

of nationalism in Asia have been remarkably effective – with the 

exception of the division of Pakistan in the 1970s, the region has seen 

virtually no state fragmentation or widespread ethnic violence and 

where state transformation has occurred, for example in Indonesia or the 

Philippines, contests over nationalist visions have not been particularly 

evident. It is at the international level that the consequences of Asian 

nationalism are more uneven.  In particular it is the role of other nations 

within particular domestic nationalist discourses that has the most 

destabilising consequences. This is most obvious in Sino-Japanese 

relations where mutual recriminations are becoming not only almost a 
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normal state of diplomatic affairs but also fanning such sentiments 

seems to have a good domestic political return.39 South Korean and 

Japanese relations are similarly challenged while in India nationalism 

drove nuclear weapon acquisition and continues to bedevil resolution of 

many security challenges, internal and external. Nationalism 

complicates cross-Taiwan Strait relations and adds a layer of complexity 

to the territorial disputes in maritime East and Southeast Asia.40 

Nationalism is, alongside the growing sense of regional uncertainty, an 

important driving force behind Asia’s increasing defence expenditures. 

How this protean and powerful force intersects with domestic 

circumstances, globalization and strategic policy will be of profound 

importance for Asia over the near and medium term future. 

Determining precisely how this will occur is almost impossible but a few 

preliminary points can be made. First, there has long been a liberal 

assumption that economic growth and increased interdependence 

promotes a cosmopolitan sensibility founded on a rational assessment of 

shared interests. Yet experience with economic prosperity built on 

interdependence shows that it does not automatically damp down 

nationalist sentiment. Indeed in some parts of Asia the reverse has been 

true. As prosperity has increased, nationalist sentiment has been fuelled 

by economic success. This in turn has provided the material foundation 

to expand military capabilities. Yet, nationalism can also be driven by 

economic decline and the social decay that this can foster. As 

experiences in the region and beyond show, worsening of economic 

circumstances provides fertile ground for demagogic nationalism and 

anti-foreign sentiment. In short, there is no uncomplicated link between 

economic conditions and the impact of nationalism on the region.  

The other broad attribute of nationalism on display over recent 

years has been its unpredictable and dynamic capacity. More 

specifically, in many parts of Asia state capacity to harness and control 

nationalism has often been limited. This has been especially obvious in 

the PRC where state sanctioned anti-Japanese protests have spiralled out 

of control on a number of occasions (including in 2004 during the Asian 

Cup football tournament, in 2005 in relation to the adoption of new 

history text books, in 2007 during the Women’s World Cup and in 

September 2012 over the Senkaku/Diaoyu island dispute). Equally, 
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Japan has its own challenges with right-wing groups including activists 

landing on disputed islands. The most recent spat over the Senkakus 

was prompted by the government ‘nationalising’ the islands, something 

it had long been loath to do, so as to avoid Shintaro Ishihara, the right 

wing mayor of Tokyo, acquiring them.  

Nationalism in Asia is not of the explicitly bellicose variety evident 

in Europe during the interwar period. However, it is a powerful political 

presence on the Asian strategic stage that exacerbates tensions among 

Asian states, makes the resolution of disputes more difficult, adds to the 

sense of strategic uncertainty and could become the spark that turns a 

long running source of tension into an outright conflict. 

 

Complex Challenges 

Beyond these two big drivers of change there are also a set of other 

forces that will add layers of complexity to existing problems and 

prompt new crises. While none is singularly likely to lead to conflict or 

prompt large scale crises over the medium term, under particular 

circumstances their interaction could, alongside the previously 

discussed factors, precipitate a more dramatic set of circumstances.  

Asia is home to the world’s most populous societies and in part 

this scale has played an important part in their recent economic success. 

In the aggregate Asia’s population will continue to grow, although this 

will slow significantly over the next 40-50 years. However, of interest is 

the unevenness of growth rates across the region. At one end, Japan is 

ageing at a rate never before seen, at the other India has one of the 

world’s most youthful populations. By 2050 Japan’s population is likely 

to shrink from around 128 million today to 95 million, prompting 

decline in economic output and placing unheard of burdens on 

healthcare and pensions systems.41 India, on the other hand, will become 

the world’s most populous country by mid-century overtaking a China 

that looks very likely to reap the consequences of its population control 

policy before it has achieved the level of economic prosperity when such 

declines normally occur. By 2060, the UN estimates that the Indian 

population will be 1.7 billion while China’s will be around 1.2 billion. 

South Korea faces similar challenges to Japan, while Vietnam and much 

of Southeast Asia retain youthful populations.42 
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These demographic patterns are likely to contribute to the trend 

toward lower levels of growth over the longer term as the productive 

base of many societies shrinks and as higher proportions of GDP are 

devoted to the health and welfare of increasingly elderly populations. It 

is also likely to push labour costs higher reducing a key comparative 

advantage of many Asian states. The shifting demographic patterns are 

likely to prompt internal debate in many Asian states about in-bound 

migration to supplement the work force and potentially stave off the 

worst effects of shrinking labour pools.  This will be politically 

challenging within many countries and is also likely to increase the 

politicisation of population movement between countries.  Demographic 

change on its own does not cause wars. But shifts in demographic 

profiles in states with specific domestic circumstances – in particular 

rapid urbanization and economic opportunities that do not meet 

popular expectations – have a high correlation with internal political 

conflict. And this internal political destabilization can increase the 

prospects of war.43 There are not many states in Asia that fit that profile, 

the problem is the one that does happens to be the region’s most 

important: China. 

The SARS crisis of 2003, and the avian influenza fears of 2006, 

prompted global concern about the security dimensions of disease. They 

also happen to have both had their genesis in Asia. They reminded the 

world that in an era of rapid international interaction one of humanity’s 

oldest challenges – infectious disease – retains its capacity to disrupt 

existing patterns of behaviour and have lethal consequences. Climate 

change is an extremely complex force that will also have an important 

impact on the region’s strategic setting. Whether prompting large scale 

population movement, stretching existing systems of food production or 

exacerbating diplomatic tensions, this most macro of forces will play a 

role in the evolution of Asia’s strategic balance.44 Finally, the growing 

scarcity of natural resources, in particular access to food, energy and 

water over the next fifty years, as Asia’s populations continue to grow 

and their societies prosper, is likely to be a further challenge to be 

overcome. While wars over water have never yet occurred, and are not 

likely to, the scarcity of resources is likely to further foster the incipient 

mercantilist tendencies and drag nationalist sentiment even more into 
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questions of production and distribution. Yet as with the other dynamic 

forces these are international factors that could be either disruptive – 

drive competition and prompt conflict – or spur greater degrees of 

collaboration and cooperation among Asian states.  

 

Managing Fault Lines and Strategic Surprise 

If the approaches of the major powers are likely to have high levels of 

continuity with the recent past, this is in part because the most likely 

sources of conflict and hostility in the region are longstanding problems. 

The Korean Peninsula and the Indo-Pakistan border have been 

international tinderboxes since the early years of the Cold War, and the 

tension over Taiwan’s status has a similar lineage. Even conflicts that 

have been heated in more recent years, such as the Senkaku/Diaoyu 

islands, the various features in the South China Sea or Preah Vihar 

temple are long-standing territorial disputes that have their origins in 

the washout of the colonial period. Indeed Southeast Asia is replete with 

border disputes, such as the Borneo disagreements between Malaysia 

and the Philippines and between Indonesia and Malaysia. While most 

will not move beyond the level of international irritant those that do 

have significant potential to destabilise the region and the most 

dangerous could spark war. The ability of the region to get on in spite of 

these many challenges has been quite remarkable.  How crises, both old 

and new, are managed will be a key part of the region’s strategic future.  

So far the various mechanisms devised in Asia to manage the 

region’s many crises have proven effective at preventing inter-state 

conflict and, in the first instance, are likely to be the approaches adopted 

in the immediate future. These have included setting aside differences 

and getting on with common economic development, the Deng 

Xiaopeng approach to the South China Sea, conventional deterrence on 

the Korean peninsula, latterly reinforced with ad hoc multilateralism, 

and broader confidence building through institutional and other 

multilateral efforts, particularly in Southeast Asia. Recent trends 

indicate, however, that the old approaches to crisis management are not 

likely to be able to contain many of these challenges indefinitely. For one 

thing, differences that have been set aside do, at some point, have to be 

dealt with. More significantly, many of the existing disputes have 
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become less amenable to these approaches due to the increased political 

priority put on the claims due to changes in both domestic and 

international settings. These have prompted a flurry of new approaches 

to regional security more broadly, particularly the curious trend of 

increased defence expenditure on offensive capabilities alongside 

increased exploration of regional security multilateralism.45  

Beyond broader ranging multilateral dialogues and confidence 

building measures, like the Shangri-La Dialogue and the ASEAN 

Defence Ministers’ Meeting Plus process, diplomats are exploring the 

possibilities of creating hot lines, codes of conduct, contact groupings 

and formalised crisis management agreements in various parts of the 

region. Yet China and Japan have not yet been able to establish a 

strategic hotline to deal with their maritime disputes. For some years 

now CSCAP has been trying to get an incidents at sea agreement onto 

the table at the ASEAN Regional Forum. During détente the US and 

Soviet union negotiated such an agreement to establish the basic 

parameters to prevent minor maritime incidents from escalating into 

major conflict.46  Given that the maritime theatre is where so many 

interests collide, such a course of action seems prudent to say the least. 

Yet many states in the region do not want to enter into discussion about 

such an agreement. The US and China are particularly reluctant due to 

their desire not to cede the other the signal of some kind of strategic 

parity. More broadly the region lacks the kind of basic consensus about 

shared risks that lies at the heart of successful crisis management. 

Although to this point the main theme of my argument is that 

much of the emerging strategic landscape is known; we know what the 

approaches of the main players are likely to be, and the major variables 

on which conflict may turn. Yet, as recent experience all too painfully 

reminds us, some of the most important developments in international 

relations are almost entirely unexpected. It is thus necessary to 

incorporate into assessments of how Asia’s strategic setting is likely to 

evolve a recognition that some element of strategic surprise will be an 

important influence. Events like the terrorist attacks of September 2001 

were not completely unpredictable – aspects of the American strategic 

analysis community had emphasised the threat of terrorism – the 

problem was that at the highest levels of policy terrorism of that kind 
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was thought to be a threat of vanishingly small probability. As America 

discovered, its perception of the threats it faced were badly wrong. 

Asia’s states and societies are likely to discover over the coming years 

that at least some of them are facing threat environments that are rather 

different from those which they imagine them to be.  The extent to 

which this leads to conflict or not will depend not simply on the size of 

the gap between the perception and reality of threat and how those 

surprised respond, but also the capacity of the region as a whole to 

manage crises that emanate from unexpected places. One of the 

problems of having so many pre-existing conflicts and fault lines is that 

they pre-occupy the minds of strategic planners and the resources of 

foreign and defence ministries. This means that there is little scope to 

begin to plan for and devise approaches for potential surprises. Whether 

this is a nuclear breakout in Northeast Asia, state failure in Pakistan or 

something else is impossible to know. However, we can be confident 

that something will happen, and as such, approaches to crisis 

management will need to be adaptable, flexible and nimble.  

 

 

Asia’s Strategic Future  

Asia has moved from being an important but ultimately peripheral 

theatre in the global strategic balance to being at centre stage. Where the 

Cold War was a conflict that played out globally its origins lay in the 

division of Europe and remained at its core a North Atlantic contest. 

One must not, however, mistake Asian strategic importance to the world 

as an Asian-centric assessment of the global setting. The region is of 

fundamental importance but it is not alone on the stage. Rather 

conditions of globalization have meant that nowhere is, singularly, the 

most important zone in the world in the way the North Atlantic was in 

the past century. It would be misguided if one were to say that events in 

Asia mattered decisively more than developments in the North Atlantic 

or the Middle East. Rather than trying to work out where the strategic 

centre of gravity will be, of greater importance is making sense of the 

pressing issues shaping the strategic setting in Asia and coming to terms 

with the ways in which these interact with other parts of the broader 

global strategic balance. 
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While there are many lines of continuity in the region’s strategic 

setting there are a number of important ways in which Asia’s future will 

be different from its recent past. In contrast to the remarkable period of 

stability and inter-state peace of the post-1972 period, the future will be 

marked most obviously by a profound sense of strategic uncertainty. 

The current period of tension, with increasing friction over territorial 

disputes, growing defence expenditure and capability expansion is not 

going to be temporary, an interregnum between stable orders. 

Uncertainty will be the central feature of the region’s setting. The links 

between states and societies, most obviously but not only economic, will 

ensure that the region does not tumble into a Cold War redux, but these 

linkages will equally not be sufficient to overcome the mutual mistrust 

and suspicion that is such a fundamental part of Asia’s strategic mental 

map.  

The ability of Asia’s multilateral mechanisms to generate increased 

levels of trust has, notwithstanding the hundreds of annual meetings, 

been fairly meagre. This is especially so with the Sino-American 

relationship, the region’s most important. The mutual inability of China 

and the US to see the world from the other’s perspective is perhaps 

Asia’s most deeply disconcerting feature. The region will also be 

different because of the number of major powers and the increased 

number of places where their interests intersect and collide. This will 

increase the amount of friction between the major powers and make for 

a more fractious context. Finally, the region will be different because 

there is unlikely to be a consensus about how its international order 

should be managed and indeed what that order should be for. Strategic 

uncertainty is a function of this lack of consensus but it has broader 

ramifications beyond the narrowly military and defence sectors with 

which strategic policy is primarily concerned. At the heart of the long 

Asian peace of the past thirty years was a broad ranging, though not 

explicitly articulated, acceptance of the basic economic, strategic and 

diplomatic terms of American regional predominance. Nothing has 

replaced this and until such time as a new consensus about the structure 

and purpose of Asia’s international order is forged the risks of war 

remain very real.  
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