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STRATEGY AND THE 
TRANSFORMATION OF WARFARE

Martin van Creveld

To quote that great expert on defence and closet poet, Donald 
Rumsfeld, ‘as we know, there are known knowns. There are things we 
know we know. We also know there are known unknowns. That is to 
say we know there are some things we do not know. But there are also 
unknown unknowns, the ones we don’t know we don’t know.’ Clearly 
anybody who claims he (or she) knows what the world of 2025 will be 
like is a charlatan; furthermore, whatever does happen until then will 
not happen in the same way, and at the same pace, in various places 
around the world. With these qualifications in mind, I am prepared to 
add a fifth category to Rumsfeld’s four and say something about the 
things I think I know.

… driven by strategic, economic and 
technological factors, ownership of 
nuclear weapons will continue to spread to 
additional countries.

First, driven by strategic, economic and technological factors, 
ownership of nuclear weapons will continue to spread to additional 
countries. Such ownership is determined by two factors: capability and 
will. As of 2005 even North Korea, an isolated country whose citizens 
are said to be literally starving, has been able to join the nuclear club; 
hence it seems that capability has ceased to be a serious constraint 
on proliferation. As of this writing, there are nine nuclear countries. 

Four—Critical global trends
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Had it been a question of capability alone, the number could easily have increased to fifty or 
sixty. Only in parts of Africa, Central Asia and Latin America are there still countries whose 
economic or industrial or technical or scientific infrastructure is too backward for them to 
build nuclear weapons within a reasonable time—say, ten years—should they want to.

This does not mean that, twenty years hence, there will be fifty or sixty countries armed 
with nuclear weapons and their delivery vehicles. Many European countries and several 
Latin American ones are capable of building nuclear weapons, but presumably they will 
do so only if they feel threatened by Russia or the US, respectively. Unless and until this 
happens, the most likely region in which proliferation may take place is Asia. From Turkey 
through Iran and Indonesia, Malaysia, South Korea, Taiwan and Japan, Asia contains many 
countries that have what it takes to build nuclear weapons should they want to. Some also 
have the will; in particular, Iran (which may be followed by Turkey, which may be followed by 
Saudi Arabia, which may be followed by Syria, which may be followed by Egypt). In East Asia 
and Australasia, the factor most likely to trigger off a nuclear arms race is a US withdrawal 
from those regions. In that case, since China and North Korea have already gone nuclear, 
South Korea, Taiwan, Japan, Indonesia and Malaysia are likely to follow.

We must, therefore, postulate a world with fifteen, twenty, perhaps even twenty-five, 
nuclear countries, of which six to eight may be located in South, Southeast, and East Asia. 
Given the enormous differences between their economies, technical capabilities and 
strategic aims, obviously these countries’ arsenals will vary very much in size. Some will have 
many warheads—though none is likely to acquire nearly as many as did the superpowers 
during the Cold War—others just a few. Some will go on to build tactical nuclear weapons, 
some won’t. Some of these countries may purchase next-generation combat aircraft should 
they become available for sale. One or two of them may acquire intercontinental ballistic 
missiles (ICBMs), as Iran is currently accused of planning to do; however, the vast majority 
will no doubt content themselves with short, medium and intermediate range missiles, as 
well as cruise missiles. All will be able to inflict ‘unacceptable’ damage on their neighbours, 
meaning that they will have what it takes to turn much of them into radioactive deserts. 
What will such a world look like, militarily speaking? That’s the next question we have 
to consider.

… an effective, 100% reliable system to intercept ballistic 
missiles with nuclear warheads will not be found in the next 
two decades (if ever).

One assumption we can safely make is that an effective, 100% reliable system to intercept 
ballistic missiles with nuclear warheads will not be found in the next two decades (if ever). 
Especially if the missiles are MIRVed (equipped with multiple independently targetable 
re-entry vehicles), as some undoubtedly will be; and especially if they are provided with 
various modern penetration aids.

Attempts to build a defence against nuclear-tipped missiles are now approximately fifty 
years old. Focusing on the US as the most technologically advanced country of all, in the late 
1950s there was a missile named Nike Zeus which, however, was never deployed. The Nike 
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was followed by the Sprint, which was followed by the Spartan, which was followed by the 
Sentinel. None of these missiles was nearly accurate enough to intercept incoming ballistic 
missiles by means of a direct hit. Hence they relied on nuclear warheads to destroy their 
targets; a hair-raising proposition which, fortunately for everybody on earth, was never put 
to the test, let alone turned into an operational reality. The Sprint and the Spartan and the 
Sentinel having been made obsolete by the Soviet introduction of MIRVs, they were followed 
by the Strategic Defense Initiative, which was followed by the National Missile Defense. Still, 
anti-ballistic missiles were but part of the story. Space-based lasers (which were to derive the 
energy needed to activate them from exploding hydrogen bombs), ground-based lasers and 
other, even less credible, systems have all been proposed and rejected. Counting all systems, 
the sums spent on ballistic missile defence have easily exceeded $100 billion—all of which 
have gone straight down the drain.

Like the US, the Soviet Union in the 1960s worked on an anti-ballistic missile system known 
to the North Atlantic Treaty Organisation as the Galosh. Similar to the Nike Zeus, it too 
relied on a high-yield nuclear warhead and it too was, thankfully, never tested against a 
real-life ICBM (though a battery of Galoshes was deployed around Moscow). Being small, 
other countries are more likely to take an interest in smaller missiles. Here, too, we have 
some experience that may be extrapolated into the future. During the 1991 Gulf War, much 
attention was focused on the American Patriot missiles. They were, however, a total failure; 
the war over, it turned out that not a single incoming Scud had been downed. Though the 
Patriot was later upgraded, the new version proved almost as dangerous to friendly aircraft 
as to the enemy. In any case, it has never been tested in action against anything more 
dangerous than Saddam Hussein’s short-range Al Samoud missiles. Even so, the results 
appear to have been mixed. A few Samouds, fired at Kuwait during the second Gulf War, may 
have been downed, but others got through. Clearly, no system that can’t do much better 
than that is even nearly good enough.

Israel’s Arrow Missile, which was built to intercept Scuds but which can’t deal with the 
Iranian Shihab III, is a very great technological achievement but a military stillbirth. Like the 
Patriot, in theory the Arrow is ‘operational’, and one battery has been deployed to cover 
central Israel. However, it has a long history of failed tests. Though each time this happens 
lessons are drawn and improvements introduced, nobody can guarantee how it will perform 
the next time it is launched; hence it is all but useless. To be really useful—to permit a 
country to use war as an instrument of politics against another nuclear country without 
running the risk of national suicide—a defence against nuclear missiles would require not 
100% reliability but 10,000%. At a guess, no system capable of coming even close to meeting 
that requirement is likely to emerge during the next twenty years or so.

What applies to the US and its protégé, Israel, is even more applicable to the rest. Some 
members of the European Union have now been talking about developing anti-missile 
defences for a decade or more, but so far not even a prototype has been produced. One 
reason for this is that the Europeans cannot agree who the enemy is; is the threat likely 
to come from the east, as during the Cold War, or is it the south that demands attention? 
In view of political disunity and financial constraints, no European system is likely to be 
produced in the foreseeable future. Most other countries don’t have either the technological 
infrastructure or the necessary financial means. Russia, China, India, Pakistan and Iran are 
unlikely to succeed where the US has failed. Twenty years hence, these and other countries 
will almost certainly be as defenceless against nuclear bombardment as they are now. Since, 
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in the meantime, delivery vehicles will undoubtedly multiply, in all probability they will 
become more so.

The failure to build a reliable defence against nuclear missiles has far-reaching implications. 
Back in the early 1960s, US defence planners came up with something known as mutual 
assured destruction, or MAD. Though that doctrine was later discarded, and though the US 
has since devised many other fanciful doctrines, in practice MAD continued to prevail and 
does so today. Various other countries have also devised nuclear doctrines of their own. 
Some are better known, others less. Some required certain kinds of weapons and delivery 
vehicles, others different ones. Doctrine may have driven technology or the other way 
around. In the end, none of it mattered.

As a doctrine, MAD could be ignored, or discarded, or replaced, or even ridiculed. As a matter 
of practical reality, it has remained in force not only in the US but wherever proliferation took 
place. Over a period of some fifty years, it has very largely kept the peace among all nuclear 
countries without exception. This situation is especially evident if one compares what big 
powers have done, or not done, to each other since 1945 to what they did during the three 
centuries before that. Nor is it likely to change over the next twenty years.

Let us assume, then, that nuclear proliferation continues apace, MAD prevails, and no 
nuclear war breaks out. In that case, what can we expect to happen to other forms of armed 
conflict? Over the past sixty years, the answer to this question has become evident. First the 
superpowers, then other nuclear countries have ceased to fight each other in earnest and 
on any scale. A very good illustration of the way things work is provided by South Asia. The 
largest regional powers, India and Pakistan, hate each other as much as any two countries in 
history have. During the twenty-four years between 1947 and 1971 they waged no fewer than 
three bloody wars against each other. However, once India had demonstrated its nuclear 
capability by means of its so-called peaceful nuclear explosion, they did not do so even 
once. Following the testing of Pakistani nuclear devices in 1999, relations between the two 
countries are now as good as at any time since they were first created—which means that 
one can actually go from Karachi to New Delhi by bus. Long ago, India and Pakistan agreed 
to notify each other of manoeuvres held close to each other’s borders. Recently they also 
agreed to give advance notice of ballistic missile tests—a measure meant to prevent false 
alarms and accidental war—and establish a hotline between their capitals.

… the size of conventional forces, as well as the armed 
conflicts that they have fought against each other, has been 
shrinking for decades. This author, for one, fully expects the 
decline to continue.

Of course, this does not mean that there will be no conventional armed conflicts left in 
2025, let alone that nuclear weapons will inevitably turn old enemies into turtledoves. 
What it does mean is that, since nuclear proliferation is now well within the capacity 
even of third-rate countries, such conflicts are almost certain to be waged between, or 
against, smaller and smaller, less and less important ones. As a look at any of the available 
international handbooks will show, the size of conventional forces, as well as the armed 
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conflicts that they have fought against each other, has been shrinking for decades. This 
author, for one, fully expects the decline to continue.

Some people believe that the shrinkage of conventional forces is compensated for, perhaps 
even created, by the advent of modern weapons, including, above all, precision-guided 
munitions; in other words, that the growth of military power, instead of depending above all 
on quantitative factors as in the past, has become almost exclusively qualitative. I disagree. 
That modern munitions and weapons are much more effective than their predecessors, and 
require far smaller numbers to hit a similar number of targets, are beyond question. What 
I dispute is the claim that they are more effective in relation to each other. Pitted against 
a modern warship, a modern warship is no more effective than its 1945 predecessor was 
against its enemy. Pitted against a modern fighter-bomber, a modern fighter-bomber is no 
more effective than a World War II British Spitfire was against a German Messerschmitt of 
the same period. While there may be short-time fluctuations, there’s no reason to believe 
that, in the race between airpower and its nemesis, anti-aircraft defences, one side or 
another is capable of gaining the upper hand—the more so because the electronic gadgets 
on both sides are quite similar. Thus those who simply compare modern weapons with older 
ones commit the most elementary error of all: that of pretending there is no enemy.

Since modern weapon systems are as capable as they are in case they are employed against 
each other, the outcome will be heavy attrition—as heavy, for example, as was the case 
during the 1973 Arab–Israeli War and at some points during the Iran–Iraq War. Since the 
outcome will be heavy attrition, logically if war is to be waged in earnest such systems 
should be built in greater, not smaller, numbers than their predecessors. This, of course, is not 
happening. The main reason why it isn’t happening is not because of financial constraints, 
as most people believe. Rather, it’s because the proliferation of nuclear weapons and the 
prevalence, even if unacknowledged and undeclared, of MAD prevents a growing number 
of countries from using their conventional weapons against each other to any great extent. 
Certainly, it would be too much to expect that these factors will make all countries give up 
conventional war, and the forces earmarked for waging it, in the next twenty years. On the 
other hand, to the extent that countries still continue to wage such wars, those wars will 
almost certainly be smaller and more localised than those of the past.

Apart from noting the decrease in size and numbers, what else can be said about the 
forces that will wage conventional wars in 2025 and the weapons they will use? Perhaps 
the first thing to say is that, the constant talk about ‘integration’ to the contrary, the basic 
distinctions will not be obliterated. By this I mean that, in 2025 as today, armed conflicts will 
still have to distinguish between operations conducted on land, in the air and at sea, as well 
as between the forces designated to fight in these different environments.

To start our survey on land, perhaps the most important development will consist of the 
decapitation of the forces. The process has been underway for a long time. Not so long 
ago, the most powerful belligerents such as Russia (the Soviet Union), Germany, the US, 
France, Britain and Japan used to mobilise and deploy millions of troops. Those troops were 
organised in armies, even army groups. Their commanders were generals with so many stars 
that there was barely enough room on the epaulets. Today the stars are still there. However, 
the forces have shrunk almost as rapidly as did Alice in Wonderland after she ate the 
mushroom; which, incidentally, makes nonsense of any talk about ‘flattening’ the military 
organisations. In view of the anticipated decline in the scope of conventional war, twenty 

Strategy and the transformation of warfare
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years hence the largest remaining unit will almost certainly be the division. More likely, it will 
be the brigade.

To talk of self-contained, independent brigades is one thing; to build them is another. Decade 
by decade, inventories are swelled as new and often unprecedented types of equipment are 
introduced: weapon systems, munitions, many kinds of electronic gear, transport and so on. 
Decade by decade, operating and maintaining that equipment is becoming more complex. 
Complexity, in turn, means that a more sophisticated command and control system is 
required to link everything with everything else. The concept of small, highly mobile forces 
carrying immense firepower while waging ‘netwar’ or ‘swarming’ is attractive on paper; 
however, the truth of the matter is that brigades are too small to contain all the necessary 
personnel and equipment and still have enough men left to carry fire to the enemy. For this 
reason, much will have to be left to the rear services, service providers, second echelons, 
or whatever the formations responsible for logistics, maintenance and administration are 
called. All around the world, armed forces will be lucky if they can prevent these services 
from swelling. More likely, they will continue to expand, making nonsense of any talk about 
increasing the fighting ‘teeth’ at the expense of the ‘tail’.

Some of the heaviest weapon systems appear to be on their way out. This applies above 
all to tanks (I could tell a story of how the Swedish Army, against my advice, spent a billion 
dollars buying German Leopard IIs, only to have them rusting somewhere in the snow). 
The same applies to tube artillery. Invented around 1350, tube artillery is now almost seven 
centuries old. Throughout this period, guns were always becoming, if not larger and heavier, 
certainly more powerful than their predecessors had been. Often they stood as symbols of 
military might, as in salutes and the like. However, coming a decade after Israel decided not 
to go ahead with its new ‘drawing’ gun, Rumsfeld’s decision to cancel the Crusader artillery 
system was the writing on the wall. Currently, few if any countries are still producing any 
tanks and guns. As a result, those lost to enemy action or wear and tear usually cannot 
be replaced.

At a time when large systems have become too vulnerable 
to precision-guided munitions (PGMs), infantry’s great virtue 
consists of its ability to disperse and hide …

In their absence, infantry will be queen. At a time when large systems have become too 
vulnerable to precision-guided munitions (PGMs), infantry’s great virtue consists of its ability 
to disperse and hide—especially in urban terrain, where much future combat is likely to take 
place. Infantry, of course, has always fought mainly on foot. All attempts to design a vehicle 
that will provide troops with protection against fire and still permit them to observe the 
enemy and fight have failed, so infantry will continue to fight on foot in the future, too. On 
the other hand, infantry will still require transport, as well as fire support. To this end, various 
kinds of vehicles up to armoured personnel carriers will remain in use.

Wheeled or tracked, the vehicles in question will carry all kinds of PGMs, including new 
generations of missiles, as well as mortars and the like. Some of the infantry will be carried in 
helicopters, the maintenance requirements of which mean that rear services will grow larger 
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still. It will have at its immediate disposal a variety of small unmanned aerial vehicles (UAVs) 
useful for surveillance, reconnaissance, target acquisition and the like. All these will be held 
together by sophisticated networks of portable computers and radios, permitting the last 
private in his or her foxhole (or, presumably, sleeping bag) to locate, and communicate with, 
everybody else. Other things being equal, the best troops will be those who grew up with 
these devices and can operate them as if they were a part of their own bodies.

In the air, the larger and more expensive the combat aircraft, the less of a future it has. 
Heavy conventional bombers, such as the B-52 and B-1, are Cold War relics and will have no 
successors. No doubt, attempts to extend their lifetime will continue until, like the dinosaurs, 
they die out one by one as attrition takes its toll. More modern, unconventional aircraft such 
as the F-117 and B-2 are useful only against countries that do not have nuclear weapons. 
Not having nuclear weapons, the countries in question are not likely to have terribly 
sophisticated anti-aircraft defences either, which in turn means that the aircraft are merely 
white elephants. The Eurofighter, Joint Strike Fighter—the F-35, F-22, and F-40 will only be 
built, if at all, in very small numbers, and then more by way of keeping air forces’ raison d’etre 
than to serve in real-life war.

The place of all these aircraft will be taken by various kinds of ballistic missiles, cruise missiles 
and UAVs. In particular, UAVs, which are equally useful for certain kinds of police work, 
represent a growth industry. Along with PGMs, which will increasingly be mounted on them, 
they’ll make the life of any large, heavy, ground-based weapon systems very difficult if not 
impossible. Cruise missiles, which are relatively simple and cheap to build, will be produced 
by many additional countries and used against stationary targets. Some will also be made to 
carry nuclear warheads.

Compared to ballistic missiles, cruise missiles are slow. On the other hand, they’re easy to 
transport from one firing position to another and their flight trajectories are very low. These 
two qualities together make them almost as hard to intercept as their faster cousins, with 
the result that they can contribute as much to MAD as ballistic missiles do.

A number of additional countries will launch earth-circling satellites. Given the expense, 
however, few if any of them will acquire the full array of space-based communications, 
navigation, surveillance, reconnaissance, target acquisition and damage assessment 
capabilities that the US alone currently possesses.

As manned combat aircraft largely disappear, helicopters and air transport will retain their 
importance. However, it’s likely that in many countries these units will be organised in a 
different way. Instead of being concentrated in the hands of air forces, as most of them are 
at present, helicopters and short-range transport may be handed over to the ground forces 
and navies so as to simplify command and control and shorten observation–orientation–
decision–action loops.

Some experts have suggested that, to the contrary, air forces should set up specialised 
anti-terrorist and anti-guerrilla units complete with their own organic ground combat units; 
so far, though, the military of no country seems to have taken up that proposal. Everything 
considered, of the three services the one whose future appears most in doubt is the air force. 
In the end, it may well be left with nuclear-tipped missiles as well as space assets. The former 
will be useful for nuclear deterrence, the latter for assisting the other two services. That, 
however, will be all.

Strategy and the transformation of warfare
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At sea, there is now only one country that still maintains an ocean-going navy with global 
capabilities (including, crucially, the air component without which navies are more or less 
blind and only have a very limited striking range). Whether or not they admit it, the rest 
have been reduced to playing the role of coastguards. Whether, twenty years hence, the US 
will still be willing and able to maintain its vastly expensive navy cannot be discussed here. 
Suffice it to say that, in case the answer is negative, no other country is likely to take its 
place in this respect. This explicitly includes China. Having swallowed Hong Kong as a boa 
constrictor swallows its prey, China’s next target is Taiwan. Hence Beijing’s navy is likely to 
grow. It will add submarines and, perhaps, even a small carrier (as to large carriers, so long 
are the necessary lead-times that China almost certainly will not be able to have one in 
operation by 2025, even if it started working on one tomorrow). On the other hand, unlike 
the US, China neither is a global island nor has a highly developed naval tradition. Nor, again 
unlike the US, does it have any particular desire to export its ideals.

Capital intensive as it is, perhaps even more than land combat, naval combat is likely to 
become smaller and more localised. As has been the case since 1945, fear of escalation will 
prevent powerful countries capable of building powerful navies from engaging in battles of 
the Atlantic, let alone of the Pacific. Instead, what naval combat takes place, if it takes place, 
will be waged near the coast and around choke points. Prime candidates are the Strait of 
Hormuz, the Strait of Malacca, and the Strait of Taiwan. Another probable place is the Strait 
of Korea—Tsushima, for those who have forgotten.

Like it or not, terrorism, guerrilla war, insurgency and of 
course the attempts to counter them are here to stay and 
represent the future.

Whereas conventional war is on its way down, becoming smaller and more localised, 
sub-conventional, low intensity, non-trinitarian, fourth-generation war, or whatever it may 
be called is clearly on the way up. During the 1990s, those who saw things developing in 
this direction were often dismissed out of hand. Now that London, Madrid, and of course 
New York and Washington DC have all been targeted by the new kind of war, this is 
happening much less often. As was to be expected, nuclear weapons and MAD have not 
done away with the root causes of war. All they have done is to create a situation where, 
when it comes to fighting, sovereign entities with territories and borders (states) are 
increasingly being joined by entities which have neither borders nor territories and are not 
sovereign. The number of such entities now runs into the hundreds, perhaps more; day by 
day they are born, merge, separate and die, often without any kind of formal announcement. 
Like it or not, terrorism, guerrilla war, insurgency and of course the attempts to counter them 
are here to stay and represent the future. And this, there is every reason to believe, not just in 
developing countries, where such struggles have long been endemic, but in many developed 
ones as well.

If there’s one lesson to be derived from the history of the past sixty years, surely it’s that 
modern armed forces are ill-suited for such wars. Ruthless though they were, the Germans 
in 1941–45 had the greatest difficulty in keeping down some of the territories they had 
occupied. Later the British fought difficult insurgencies in Palestine, Malaysia, Kenya, 
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Cyprus and Aden, after which they gave up the rest of their empire more or less without a 
struggle. The French lost in Indochina and Algeria, the Americans in Vietnam and Somalia. 
The Portuguese were defeated in Angola and Mozambique, the South Africans in Namibia, 
the Soviets in Afghanistan, the Indians in Sri Lanka, the Indonesians in East Timor—the 
list is practically endless. Even as these lines are being written, the Russians are only barely 
hanging on in Chechnya, and an end to that conflict doesn’t appear in sight. After decades 
of struggle, the Israelis have been driven from the Gaza Strip. Meanwhile, the Americans in 
Iraq are doing their level best to fight such a war. From it, there is no exit except, presumably, 
total defeat.

As events in Iraq illustrate very well, when confronted with this kind of struggle the 
richest, most powerful, most modern, best equipped armed forces that ever existed 
almost invariably flounder. Nor does the willingness to go to almost any length in inflicting 
death and destruction—the Indonesians may have killed as many as half a million people 
in East Timor—make much of a difference. This is not the place to analyse why so many 
insurgencies have succeeded, whereas so many attempts to contain or defeat them have 
failed. Suffice it to say that, as of the early decades of the 21st century, no country—however 
homogeneous, however rich, and however wallowing in its content—appears to be safe 
any longer against the new forms of war. Suffice it to say, too, that something has gone 
very, very wrong indeed. If there’s one task that future armed forces face, it’s to analyse the 
reasons for the failure and make sure they can cope if called upon. Should they fail in this 
task, then in many cases their existence, and that of the societies they serve, may well be 
in doubt.

As armed forces adapt themselves to the new world, many of the trends mentioned earlier 
in this paper will be reinforced. Tanks, artillery and other heavy weapons may be useful 
when it comes to conquering a country, but their role in policing it is necessarily limited. 
Countries may be smashed from the air, as Serbia was in 1999. However, it is impossible to 
govern them from there; the heavier and more capable the aircraft, the less useful it is in 
the kind of struggle under consideration. A fortiori, space-based assets, being very far away, 
will probably never play more than a marginal role in counterinsurgency. In the past, many 
insurgents have made use of the sea, especially for resupply. However, fighting them is best 
done by means of relatively small, relatively agile vessels rather than the behemoths that 
used to rule the waves during the Cold War—as is also proved by the fact that when a couple 
of Katyusha rockets landed in Aqaba the US warships anchored there lifted anchor and went 
to sea.

Intelligence agencies, especially those that rely on eavesdropping and can provide human 
intelligence, are on their way up. So are special forces and, at the other end of the scale, 
constabularies capable of keeping an eye on things on a day-to-day basis. Also on their way 
up are electronic fences, surveillance cameras, devices capable of reliably identifying people, 
night vision equipment, devices capable of looking inside bags, suitcases and containers, 
small and vehicle-portable UAVs, and the like. Everything else is more or less useless and is, 
or should be, on its way down.

Concerning the general principles of military organisation, the following may perhaps be 
said. First, by 2025 presumably even the few advanced countries that still retain conscription, 
such as Norway and Italy, will have done away with it. One reason for this is that modern 
weapon systems are so expensive, and hence so few, as to be altogether swamped by 
the number of personnel that conscription could make available; another, because those 
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weapon systems require so much training and so much expert maintenance as to turn 
short-time conscript service into a dubious proposition.

So much for the armed forces of advanced countries. However, it’s a cardinal proposition 
of this paper that many, perhaps most, armed conflicts won’t be fought by advanced 
armies but by the ragtag forces of developing countries engaging in low-intensity warfare, 
counterinsurgency, civil war or whatever. The lack of an appropriate economic and 
technological infrastructure means that the forces in question will not have many advanced 
weapons but be forced to rely on leftovers. Under such conditions conscription, albeit carried 
out haphazardly, will retain a role. So will semi-regular forces loyal not to the state but to 
individual warlords and the like.

A type of personnel whose importance is likely to grow over 
the next twenty years is mercenaries.

A type of personnel whose importance is likely to grow over the next twenty years is 
mercenaries. Mercenaries have a long and, in many cases, dishonourable history going back 
to ancient Greece, if not before. Most of the time they served as auxiliaries and specialists. 
However, there were also times and places when they formed the bulk of the forces; 
think, in particular, of the 15th, 16th and 17th centuries. Only during the 19th century did 
European countries make an attempt to dispense with mercenaries and outlaw them, a 
move motivated partly by the desire to strengthen state control and partly by the idea that 
mercenaries were uncivilised.

In the years since the end of the Cold War, mercenaries have made a comeback. In part, 
this is because forces fighting each other in less developed countries often lack the skills 
that mercenaries possess, and are prepared to pay for them. In part it is because too many 
developed countries, citing various reasons, have sent forces to wage war in (to misuse 
Neville Chamberlain’s famous description of Czechoslovakia) ‘faraway countries about which 
we know nothing’. Since experience shows that public opinion won’t support such wars for 
very long, it’s best to use mercenaries. Mercenaries are people who have enlisted to fight for 
gain in a specific war at a specific time and place. Having done so, if they’re killed they’ll only 
have themselves to blame.

Over the past three decades or so, few issues have occupied as much of the attention of 
decision makers and the public alike as that of women in the military. Without going into 
detail, I’d like to express my opinion that this development has peaked. Almost four decades 
after armed forces started taking in more women during the late 1960s, in all regular armed 
forces without exception women’s role remains marginal—as is evident from the fact that, 
in Iraq, just 2% of US casualties are female. Nor is there any question of them taking over 
future armed forces in the sense of greatly increasing their presence, or entering combat in 
any numbers, or occupying many senior positions. There is, however, a caveat. As has been 
the case at least since Judith killed Holofernes after having had sex with him, women will 
continue to take a relatively important part in terrorism, guerrilla wars and insurgencies of 
every kind. Including, without doubt, the kind which require that they blow themselves up.
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Obviously the above developments, as well as many others which couldn’t be discussed here, 
will only come about if people make them happen. On the other hand, people’s actions are 
themselves driven by social, economic and technological factors over which they have little 
or no control. Since this paper has focused on such factors and not on individuals, I do expect 
that most of the developments outlined will, in fact, come about. Acting and interacting, 
they won’t impact every part of the world in the same way and at the same speed. Much will 
depend on geography, national strategy, etc.

Whether or not a country becomes involved in warfare against its neighbours (or against 
that universal policeman, the US) will depend on its location, the neighbours it has or 
doesn’t have, the resources it commands, and the policies that it and other countries adopt. 
Whether it is torn by non-trinitarian, or fourth-generation, war, or by insurgency, guerrilla 
war or terrorism, will depend on whole legions of economic, social and cultural factors. A list 
of threats that face Finland will not be applicable to Algeria, nor a list of things that Japan 
needs to do in order to defend itself, to Israel.

What I have tried to do is to take as global a view as possible and provide a large-scale map 
of the future. Precisely where Australia finds itself on this map, and what it should do to find 
its way on it, are questions best left to Australians to ponder.
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AUSTRALIA AND REGIONAL ECONOMIC 
RESILIENCE: IMPLICATIONS FOR SECURITY

Chris Richardson

Peter said, in introducing this session, that this morning we would be talking about two 
things: economics and warfare. I’m here to tell you why that is only one subject, not two.

I’m going to explain my basic theses to you in a few ‘equations’. Let me start with the first 
equation. Economists think that, whatever you want to call it, diplomatic power, military 
power, the ability to affect the affairs of others elsewhere in the region or the world, is 
essentially a function of economic power.

I think history would broadly agree that there have been times when some nations have 
punched, in terms of their military power in particular, well above their economic power.

We’ve seen it in this century with the Soviet Union, never a terribly strong economy, but 
pouring resources into its military—which was, of course, ultimately self-defeating. Or you 
can look at earlier times in history when there have been nations which have temporarily 
punched above their economic weight in terms of their military weight: Prussia is an 
example, or Sparta. Prussia, of course, is perhaps the most successful example because 
it then conquered, one way or another, the territory that gave it the economic weight 
to match.

That first relationship, that power is ultimately a function of economic strength, leads 
me to the next question: what is economic strength? We’ve had this debate in a slightly 
different context in Australia—in the context of how we can pay for our future in our ageing 
economy. That debate came to the very simple conclusion that Australia’s economic capacity 
and, indeed, the economic capacity of any nation in the world, comes down to the ‘three Ps’: 
population, multiplied by participation, multiplied by productivity. It’s essentially the number 
of workers (the first two Ps multiplied together), times the efficiency with which the workers 
work (how productive they are).

Which brings me to the next thought. The obvious thing about Australia and our region 
is that our neighbours have lots of people relative to Australia. What Australia has is 
productivity: we’re a very high productivity nation, though certainly not the highest in the 
world. Fifty years ago we had three-quarters of the productivity of America; today we have 
83%. We’ve closed the gap a bit.

… almost always and everywhere, it’s the number of people 
who win out, not necessarily the nation with the highest 
income per head.

Why is that important? Because ultimately, almost always and everywhere, it’s the number 
of people who win out, not necessarily the nation with the highest income per head. Why 
not? Because history is all about the poor countries, where productivity, income per head 
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and living standards are low. History is about them chasing after the rich nations that have 
high productivity per head. Throughout this century, we’ve all been chasing to catch up with 
the US.
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To the extent that productivity eventually equals out around the world, ultimately strength 
is going to come down to people. That’s why this particular chart shows shares of the global 
economy estimated back over the last couple of thousand years. It makes the very basic 
point that for a very, very long time, added together, China and India were the dominant 
force in the world economy. Why? If you think of it in terms of numbers of workers, they’ve 
always been a very big share of the world’s population, and in terms of productivity, well, for 
a very long time in recorded history China and India had higher levels of technology than, 
say, western Europe.

You can also see from the chart that we live in a very unusual, but perhaps very fleeting, 
age. When the industrial revolution hit western Europe and the US, and ultimately Japan, 
those regions then started to carve out a much larger share of the world economy than we’d 
typically seen in history. When you then look at what’s happened in the last little handful of 
decades, we’re seeing a reversion to norm. We’re seeing some of the very poor nations, China 
and India, scrambling hard to raise the productivity of their workers. In the rich countries, 
like the US and Australia, productivity grows a bit less than 2% a year; in China, it has 
recently been growing at 8% a year. When I say ‘recently’, of course, I mean over a quarter of 
a century.

As an economist, I certainly think it’s only a matter of time before these trends lead to some 
incredibly obvious results. In 1980, measured not in terms of the current purchasing power 
of its actual market exchange rate but by its purchasing power parity, China was about 6% 
of the world economy. It is currently 13%. If you add together China and India, they’re about 
37% of the world’s population. Easily within my lifetime, you’ll see China and India catch 
up to the average global productivity, and they will therefore be something like 37% of the 
world economy.

Why do I mention India as well? Because a decade from now India’s population will be larger 
than China’s. Again, sheer numbers of people will be very important. Numbers of people, 
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of course, get multiplied through productivity. One of India’s great advantages is also that, 
a decade from now, half the world will speak English and that’s a competitive advantage 
that India has over China. There was a global war of languages, and in recent times English 
has won.

However, there is, in a sense, another important equation here—one of relativity. Power 
is relative. If somebody is gaining economic power, and therefore in my thesis ultimately 
military and diplomatic power, then others are losing. Who is going to lose? The losers are 
likely to be the ones currently atop the pile, the very high productivity nations. Whether 
you measure it in decades or centuries, it’s hard to stay ahead of the pack in terms 
of productivity.

More particularly, some of the currently very rich nations are ageing. If you look at the US, 
France, Italy—a century from now, on current trends, Italy’s population will be one-eighth 
of what it is today. That loss of relative population means that a bunch of nations, including 
Australia, will lose relative ground. Thinking of it in terms of the region, I would see nations 
such as Japan, Australia, Taiwan, Korea and Singapore losing relative economic power over 
coming decades, while the ones who will be gaining relative power will be China, India, 
Indonesia, Vietnam and the Philippines.

… there’s one almost perfect leading indicator of the decline 
and fall of a power: that it increasingly spends more than it 
earns, that it overreaches as it tries to do too much.

As ever, there won’t be a neat and smooth path on the way there—it will be jumps and 
fits and starts. Some of the big problems in the short term will be in and around the fact 
that the world economy is sadly out of balance. It’s out of balance for a very important and 
fascinating reason: the US spends more than it earns. It runs a very large current account 
deficit that is continuing to grow. Why do I focus on the fact that it’s important that the US 
and Australia run very large current account deficits, that we spend more than we earn? I do 
so because history tells me that there’s one almost perfect leading indicator of the decline 
and fall of a power: that it increasingly spends more than it earns, that it overreaches as it 
tries to do too much. It tries to run the affairs of other countries, and that’s a very expensive 
thing to do.

There will be changes in our region as a result of these basic trends. The key in our region will 
be the pace at which the poorer countries can, in per head terms, raise their productivity, 
their standard of living and therefore their impact on the world. How fast will that happen? 
Fascinatingly enough, that will be a function of the incredibly boring things in life, and 
therefore something which I know lots about. The World Bank has a continuing study, Doing 
business, that it updates every year; the current edition came out earlier this week. It looks at 
regulation around the world, the rules that we set ourselves. Now, you may think that that’s 
incredibly boring, but in fact there’s almost nothing more important for societies and their 
ability to advance, and therefore get the higher productivity and get the greater power that 
will come with it, than having the basic road rules of their economy right.
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One of the problems in the relatively recent Asian financial crisis was of property rights—the 
question of who owns what, and when titles transfer from one to another. Those things are 
incredibly basic, and the Asian tigers in general are still not as good at them as they could be. 
Or look at China—why is the fastest growing economy in the world seeing its share market 
shrink in value? Because the basic regulation of who owns what is not adequate. That’s 
something that the region and, indeed, poorer countries in general need to do.

They also need to do something else that’s very relevant to recent history in Australia. 
Outside of property rights regulation, outside of the very, very basic road rules of an 
economy, governments in the region have to have the courage to get out of the way, to 
otherwise regulate very lightly. The World Bank study is just great. It looks at 145 nations 
and all sorts of regulations. Here’s a fascinating result out of it. Guess what? It’s the poorest 
countries that have the most heavy-handed regulation. In fact, many nations in our region 
have it badly wrong: they don’t regulate enough or well enough with respect to property 
rights, and elsewhere they regulate business much too heavily. A clear conclusion out of the 
World Bank study is that the less nations rely on lawyers, the richer they are. This applies 
very strongly, for example, to Africa, which has lots of people. How do they raise their 
productivity, how do they catch up to the leaders in productivity and living standards, how 
do they improve their power? They have to have the courage to deregulate.
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You may not think that that’s so important, but I want to show you that Australia in the past 
couple of decades has turned the tide of history, and has done something very, very unusual. 
A century ago, Australians had the highest standard of living in the world; our productivity 
per head was higher than anywhere else. How did we manage to screw up the 20th century 
so spectacularly that by the time we reached 1950 we were sixth, and in our recessions in 
the early 1980s and early 1990s we were down to 18th in the Organisation for Economic 
Co-operation and Development, in the rich nations club, in terms of our ranking of standard 
of living? How did we mess up? We put all sorts of wrong regulations in place.
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Has Australia turned the tide of history?

Australian income per head
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We tried to turn ourselves into some sort of miniature version of the industrial giants to 
our north: the UK, the US, Germany, Japan. Ultimately, of course, we weren’t good at that; 
that’s not where our relative strength lay, hiding behind tariff walls and all these rules and 
regulations. So, almost a quarter of a century ago, we changed tack, and deregulated a 
whole bunch of markets. We liberalised financial markets; we floated our dollar; we pursued 
national competition policy, as it’s called in Australia. But essentially it was governments 
letting go of all sorts of things.

We’ve had tax reform and industrial relations reforms in Australia. Now, I can assure you 
that, for a quarter of a century, banner headlines of ‘What a disaster’ were attached to each 
and every one of those reforms. The opposition to them was immense, yet at the federal 
and state level all sides of politics in Australia essentially signed on to them one way or 
another. Each was very controversial, but add them together and they turned the tide of 
Australia’s standard of living. You really don’t see that often. Relative to the rest of the world, 
our standard of living is back where it was in the late 1950s and early 1960s; it’s the most 
prosperous we’ve been in a generation.

Compare Australia today to Australia a quarter of a century 
ago—we’re back! We’re certainly no great power, but we’re 
more relevant than we were a generation ago, and that’s due 
to our policy courage.

As a result, you’re having conferences like this. Compare Australia today to Australia a quarter 
of a century ago—we’re back! We’re certainly no great power, but we’re more relevant than 
we were a generation ago, and that’s due to our policy courage. It was courage that saw 
the reforms take place, that allowed us to stand back from our economy and let the private 
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sector create the wealth, and then the public sector spend it. Our relative power also had a 
jump in recent times because of the Asian financial crisis in the late 1990s. That allowed us, if 
you like, to work through the basic sorts of equations I’ve talked about. We had reforms, the 
reforms gave us productivity, the productivity gave us higher income, and therefore the size 
of our economy relative to others, and in particular the productivity-driven bit, rose. That has 
given us diplomatic power, an ability to punch that we haven’t seen in Australia for a very 
long time.

However, I fear we’ve done our dash. I fear that as wonderfully as Australia has done in 
recent decades of turning the tide of history, this may not last. My first reason is that the 
demographic tide—people, the very element of the very first equation I told you—will 
move against us. If you look across those years of reform at the share of all Australians (the 
total population, including babies and hundred-year-olds) who have a job, that proportion 
leapt up. It was aided, of course, by demographic trends: baby boomers moved into the paid 
workforce, as did many more Australian women.

However, like much of history, this next phase is inexorable. This will happen. Governments 
all over the world have great difficulty in affecting the pace at which people retire. They can 
change pension plans and all sorts of things, but ultimately the date at which I retire will 
mostly be my decision, not a government-driven one. Heading back down this slippery slope 
will be a problem for Australia, as will the fact that we suffer from ‘reform fatigue’.

I mentioned all those great reforms, all those great deregulations that lifted up our standard 
of living. We had the courage to do them because back in the early 1980s we were in real 
trouble. Many years ago, the Economist magazine penned a line about Australia that I’ve 
always remembered because I think it’s very apt. It said that Australians are great managers 
in adversity but that we’re terrible managers in times of prosperity. Guess what? We’re the 
most prosperous we’ve been in a generation.

Partly our participation is going to head the wrong way simply because of the demographics, 
but partly it’s going to head the wrong way because we’re terrible at managing prosperity. 
The last big deregulatory reform that we saw in Australia was five years ago, with tax 
reform. There’s only one gutsy reform on the table at the moment, in industrial relations, 
and that’s in political trouble. In other words, I really fear that Australia will head down the 
slippery slope, that we may have moved back up to where we were in the late 1950s and late 
1960s in terms of relativities, but that it’s temporary.

There’s another risk too, because deep in the heart of the Australian economy there’s a 
problem. The great Australian dream revolves around home ownership. It also revolves 
around housing price bubbles, which we see from time to time in Australia—my personal 
favourite was the one in Melbourne in the 1880s. We’ve seen housing bubbles in Australia in 
the late 1980s and again just recently. Both look the same. What is a housing bubble on the 
way up? Well, a leap in borrowing shows up as a leap in housing prices. And as everybody 
then feels really wealthy, because my house is worth more than it used to be, we all go 
down to the shopping malls and we spend up. Retail spending really moves along and the 
economy, therefore, is strong on the way up in a housing price bubble. And unemployment 
goes down.

We’ve seen this sort of thing in Australia before. In fact, what we saw recently was in many 
ways almost a carbon copy of the late 1980s. Indeed, we’ve seen this sort of thing around the 
world in other nations, not just in Australia. This chart happens to show Australia, the UK, 
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Finland and Sweden, but there have been similar experiences over time in Japan, Hong Kong, 
Spain and many other nations. It’s the same basic equation: in a housing price bubble, there’s 
lots of borrowing, housing prices take off, everybody feels wealthier and spends some 
money, then down goes unemployment.
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The problem for Australia and our prosperity, and therefore for our future power, is that 
we have at the moment just the tiniest touch of the next phase. What happens when the 
housing price boom sputters out? Well, in Australia that has almost always resulted in 
recession. It hasn’t this time, and I’ll explain why, but the next phase as the housing price 
boom sputters out is that people start being careful about what they’re borrowing because 
they realise that they’re spending more than they earn. Housing prices flatten out; suddenly, 
because we’ve been spending more than we earn, we stop going down to the shopping 
malls and spending quite so much; the economy weakens; unemployment goes up. That’s 
just a taste of what we have in Australia at the moment.

In Australia, we were actually dumped by the housing price 
boom but we’ve headed straight for the very curvy charms of 
a commodity price boom. Talk about the lucky country!

Why don’t we have a bigger problem in Australia? You’ll remember that recently Brad 
dumped Jennifer and headed straight for the charms of Angelina. In Australia, we were 
actually dumped by the housing price boom but we’ve headed straight for the very curvy 
charms of a commodity price boom. Talk about the lucky country! A recession was headed 
our way and we’ve been saved by the world. In many ways, in fact, we’ve been saved by the 
region. However, commodity price booms never last. I won’t bore you with that particular 
equation but, essentially, supply eventually catches up with demand. There’s a whole lot 
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of iron ore and coal out there, so it’s only a matter of time until miners catch up with the 
strength of demand in China and elsewhere.

Australia’s economy has had some unsustainable trends; it had all the baby boomers moving 
into work, it had the one-off of women moving into work, it had what I fear is the one-off 
of all those reforms, and now we’re on the wrong side of a housing price bubble. That’s a 
dangerous combination. I therefore fear that you see Australian power at its peak. I suspect 
you’ve also seen the peak of the relative power of the US (arguably, that peak was in 1945, 
but it’s certainly in the past). Japan’s power peaked in 1990. With due deference to the next 
speaker, I’ve always signed on to the belief that Japan was a one-century wonder—I think it’s 
also headed down the slippery slope.

History doesn’t belong to us: the next phase is anxiety, and 
we’re headed down.

History doesn’t belong to us: the next phase is anxiety, and we’re headed down.

What if I also look at where my equations don’t work, where you get lots of population 
growth but you don’t get the productivity growth? You find some nations absolutely 
languishing away in poverty. You see high or even rising unemployment, and disaffected 
youth who, sadly, get the TV pictures, see incomes in the rest of the world, and realise they 
don’t have it.

These are, of course, very, very fertile breeding grounds for trouble one way or another, and 
there are certainly enough failed nation states out there. The Middle East is perhaps a classic 
example where population growth is absolutely outstripping productivity, and just as I said 
that today’s iron ore and coal prices won’t last, today’s oil prices won’t last either. There are 
risks ahead and there are risks in our region, too. You look at actual or potential failed nation 
states, like Papua New Guinea and the Solomons, and you realise that Australia’s backyard is 
tricky. I suspect it will get trickier.

I want to take you back to my central equation: power, economic power, comes down to the 
number of workers times the productivity with which they work.

The great news for us, for Australians, for the rich world, is that our living standards are very 
high because our productivity is very high. But Australia faces challenges on the people front 
from an ageing population, as indeed does much of the rich world, Japan most of all. There 
are also challenges to our productivity. I suspect it’s only a matter of time, whether decades 
or centuries, until the low-productivity nations out there will have well and truly climbed the 
heights where we sit today.

Australia and regional economic resilience: implications for security
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Five—China’s rise and regional 
policy responses

TOWARDS BEING A MORE NORMAL 
POWER: JAPAN’S STRATEGIC 
OUTLOOK AT THE START OF THE 
21ST CENTURY

Makio Miyagawa

Premise

In 1990, the Hon Ichiro Ozawa argued, according to his interpretation 
of the Japanese Constitution, that Japan’s forces were not restricted, 
even under the Constitution, from taking part in UN-led collective 
security activities, from peacekeeping operations to full-combat peace 
enforcement and fighting against aggressors.

He advocated that Japan should act as a normal member of the 
international community to fulfil its responsibility in maintaining 
regional and international peace and stability. His argument was 
rejected by many old guards both in parliament and in the bureaucracy, 
but has gradually gained ground year after year for the past fifteen 
years. This was the genesis of Japan’s long and painstaking progress 
since then towards an improved regional and global security role.

It is more or less understood in Japan that Japan needs to improve its 
national military capabilities for two reasons: first, to meet growing 
security concerns in Northeast Asia in cooperation with the US under 
the bilateral security treaty; and second, to bear greater security roles 
in East Asia and the world, serving more actively as a responsible 
member of the UN and in the framework of expanded cooperation 
with the US under the broader or broadened framework of the 
US–Japan alliance.

Photo opposite: Lake on the Tibetan Plateau from space Image. © APL/Corbis
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Some opinion polls still suggest, however, that the SDF (Self Defence Forces of Japan) 
should concentrate more on meeting national security threats, including those from natural 
disasters, and that Japan’s global security contributions should be made only through the 
framework of the UN, on condition that it should take part in the decision making.

In contrast to the older generation of politicians, the mainstream of the current Liberal 
Democratic Party leadership, bureaucrats and SDF officers hold the view that, in the new 
regional and global security environment, Japan should move to strengthen the role of the 
SDF. It should also provide the SDF with a clear mission for the maintenance and restoration 
of regional and global peace.

Critics say that there seems to be an emerging nationalism 
in Japan. What has emerged, however, looks to me not like 
nationalism, but rather internationalism …

Critics say that there seems to be an emerging nationalism in Japan. What has emerged, 
however, looks to me not like nationalism, but rather internationalism, which has driven 
many in Japan, particularly the youth, to serve the good of the world.

Before continuing the paper, I must point out that the arguments I make and views I express 
here are all my own and don’t in any way represent those of the Government of Japan.

Constraints on Japan for security contribution

Japan, despite its capabilities, willingness and readiness to make a contribution to the 
security of the East Asian region and the world, has been under three major constraints: 
constitutional constraints; historical constraints; and institutional constraints in the UN. 
Nonetheless, Japan has already started to consider transformation of its security policy to 
assume larger security responsibilities in the region and in the world. This move appears 
to reflect underlying changes in the security environment in Japan’s vicinity and around 
the world.

These changes are four-faceted. First, security tensions have been increasing in Northeast 
Asia, notably in the Korean Peninsula and over the Taiwan Strait. This region still retains 
conventional security concerns, and its stability has been barely maintained through 
elements of balance of power. Japan now needs to prepare for any outbreak of conflict, in 
case the delicate balance is lost. It has begun to act accordingly.

Second, unconventional security threats have changed concepts of ‘security’ to include new 
threats: not security against an enemy, but security against human beings. For instance, 
threats from piracy have emerged in the sea lanes in Southeast Asia and in the Indian Ocean, 
which are critical for trade links between East Asia at one end and the Middle East and 
Europe at the other. In regard to such security threats, we feel that constitutional constraints 
should and could be especially qualified.

Third, while gunfire has become much quieter in inter-state conflicts, a number of intrastate 
conflicts have surfaced. Measures to deal with such security problems tend to require 
combined efforts both in bringing hostilities to an end and in post-conflict reconstruction. 
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This is because the causes of these conflicts are often linked to developmental deficiencies. 
This has changed the nature of desirable peacekeeping activities. Japan has started to make 
use of its resources, personnel and financial, for such needs.

Fourth, a tendency for security issues in one country to be linked to those in other countries 
has made it necessary for countries to bear regional security roles for global peace and 
stability. Japan has begun to take part in, and even initiate, regional security cooperation 
schemes more actively than before.

North Korea

North Korea has exacerbated regional missile proliferation. North Korea test-fired its 
indigenous, mobile Nodong 1 in May 1993 into the Sea of Japan. Since 1997, it has deployed 
the Nodong in substantial numbers. Simple in design and difficult to pre-empt due to its 
mobility, the 1,300-kilometre range Nodong has been viewed as a credible terror weapon 
against large cities in the west of Japan. Japanese analysts have cited the Nodong as the 
principal North Korean missile threat to Japan, despite possible problems with its accuracy, 
or rather because of its inaccuracy.

Japan faced new ballistic missile threats from North Korea when North Korea tested to 
launch a Taepodong missile over Japanese territory in August 1998. The re-emergence 
of North Korea’s nuclear weapons program in 2002 increased Japan’s acute sense 
of vulnerability.

Japan also perceived a threat from North Korea because a number of North Korean boats 
were seen entering Japanese territorial waters and engaging in suspicious activities. Since 
1999, any intruders have faced a determined response from our authorities. The SDF fired on 
two such ships in March 1999. This was followed by a Japan Coast Guard vessel intercepting 
and sinking another North Korean ‘spy ship’ in December 2001.

Japan has also been under threat from possible North Korean terrorist attacks on sensitive 
facilities, such as transportation and lifelines, inside Japan. The North Korean leader’s 
admission of his government’s involvement in the abduction of Japanese citizens in the 
1970s sent another wave of anxiety through Japan.

… Japan may need to consider developing the capability 
to conduct long-range air counterstrikes on North Korea’s 
ballistic missile sites, in case of future attacks upon us.

North Korea’s withdrawal from the Non-proliferation Treaty and the resulting forced 
departure of International Atomic Energy Agency inspectors intensified Japan’s threat 
perceptions, particularly Pyongyang’s announcement in July 2003 that it would use the 
resulting plutonium to make nuclear weapons. For ten years, since 1994, that plutonium 
was stored at Yongbyon, where it was under the on-site inspection of the international 
organisation’s officials. Now it could be tucked away in hidden places, where it could be very 
difficult to find.

Towards being a more normal power: Japan’s strategic outlook at the start of the 21st century
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In December 2003, Japan decided to cooperate with the US on the missile defence 
development program. Although it is still uncertain to what extent, technologically or 
otherwise, this program would meet the imminent security threats from North Korea, Japan 
may need to consider developing the capability to conduct long-range air counterstrikes on 
North Korea’s ballistic missile sites, in case of future attacks upon us.

China

Anxiety about China’s military build-up has heightened the sense of urgency inside Japan 
for re-evaluating its defence strategy and addressing new security realities. Japanese 
policy-makers and the public have started a re-estimation of the necessary defence 
capabilities to meet possible emerging security problems, which have also caused concern 
elsewhere in the Far East.

China resumed nuclear testing in 1995, and has persistently built up and modernised its 
military arsenals. China has repeatedly sent its naval vessels to Japan’s exclusive economic 
zone (EEZ), and has even sent its submarines into Japan’s territorial waters. In the run-up 
to the presidential elections in Taiwan, it fired ballistic missiles which landed within 
sixty kilometres of Japan’s EEZ around Okinawa.

All of these developments have rapidly changed the ‘prevailing security situation’ in 
the vicinity of Japan, which has required Japan to review its security policy, particularly 
the minimum level of military capabilities necessary for its self-defence. Japan has long 
restricted the size of its forces to a minimum level required under ‘the prevailing security 
situation’ in its neighbourhood. If the prevailing security situation changes, the minimum 
level must change accordingly.

Because of the need to review its security policy, Japan has been forced since then into 
cautiously fortifying its own military capabilities and seeking to strengthen alliance ties 
with the US. The SDF might have to have, for instance, plans for deployment to Okinawa 
Prefecture in the event of a conflict over the Taiwan Strait.

If any conflict breaks out and the US forces stationed in Japan start operations from their 
bases there, it would be most unlikely that Japan would refuse to allow the US the use of 
their bases. Japan would then lose a legal basis to claim neutrality under international law.

National security crisis legislation

For many years, the Japanese Government has failed to establish a legal foundation 
providing crisis management powers to the government, to subordinate the civilian sector 
to the needs of national security. However, in the one year from June 2003, the Japanese 
Parliament enacted a series of national security related laws, for the first time in its post-war 
history. These provide legal authority for the government and the SDF to respond to any 
direct security threats upon Japan.

The momentum came especially from the suspicious movements of Korean and Chinese 
vessels in and around the Japanese archipelagos, together with the heavy casualties 
resulting from an earthquake in Kobe. Serious threats of instigators’ incursions into 
Japanese territory also gave impetus to such moves. All of them highlighted deficiencies 
in government crisis management, particularly in the SDF’s and other security authorities’ 
capacity to respond to security emergencies. This was long overdue, because of the 
excessively dogmatic constitutional debates inside Japan.
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Some of those laws now provide the Prime Minister with powers to form a taskforce to 
direct the efforts of central and local authorities. The SDF is now authorised, in case of an 
attack, to expropriate private property and construct defence facilities on privately owned 
compounds. Other laws give further authority to the Prime Minister and the SDF to use 
civilian seaports, airports, roads, radio and telecommunications facilities, and to inspect 
foreign ships in Japan’s territorial waters suspected of carrying military equipment. The 
Japan Coast Guard is now also authorised to fire upon intruder vessels if they pose a danger 
to national security.

Changes in Japan’s defence policies

In 1995, Japan revised its National Defence Programme Outline (NDPO), which was 
established in 1976 and lasted for nearly two decades through the Cold War era. The original 
NDPO stressed that Japan should maintain a force structure to enable it to repel limited 
direct aggression, but that the force structure should be capable of effective resistance till 
US forces were forthcoming. But after the end of the Cold War, it was recommended that 
Japan’s force structure ought to be more suited to the fluidity of the security environment in 
the 1990s. As a result, the NDPO was revised once in 1995 and again in 2004.

The revision was made to include contributions to international peacekeeping as integral 
parts of Japan’s defence strategy. The National Defence Programme Guidelines (NDPG) of 
2005 provided recommendations to address new security threats and to take more active 
roles in international peacekeeping. The guidelines identified North Korea and China as 
specific security concerns, emphasising the need to maintain the capability to respond to 
invasions of Japan’s territory, territorial waters and airspace.

The NDPG of 2005 further recommended the creation of a multifunctional military 
capability by strengthening the SDF under a centralised command structure, upgrading 
intelligence and communications functions, and creating a rapid reaction force capable 
of responding to new threats. The NDPG indicates that Japan is ready to move away from 
a purely self-defence strategy, because regional security concerns have started to pose 
challenges and to drive transformation.

Strengthening the US–Japan alliance

In 1996, a revised Guideline for the US–Japan Defence Co-operation was an attempt to 
rejuvenate the alliance. During the Cold War period, there were incessant efforts on the part 
of the US to broaden the areas of the alliance, while Japan wished to minimise it, so as not to 
antagonise its neighbouring countries.

As to the area covered by the US–Japan Security Treaty (that is, the ‘Far East’), Prime Minister 
Kishi stated in parliament in February 1960 that, while the Far East was not necessarily a 
clearly designated geographical region to which the treaty should be restricted, it broadly 
included the areas north of the Philippines and surrounding Japan, and the areas under the 
control of South Korea and Taiwan.

Later, the Sato–Nixon Joint Communiqué of 1969 acknowledged that South Korea and 
Taiwan were, respectively, essential and important factors for Japanese security.

Towards being a more normal power: Japan’s strategic outlook at the start of the 21st century
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The revised Defence Guideline of 1996 stresses that the alliance is not just for the defence 
of Japan, but its scope should be expanded to encompass the security of Asia–Pacific region, 
although the scope is situational and not strictly geographical.

The Acquisition and Cross Servicing Agreement was concluded in 1996 to enable the SDF to 
provide logistical support to US forces to defend Japan in the event of contingencies in its 
vicinity, and also during international relief activities and UN peacekeeping operations.

Japan now needs to transform its alliance management to strengthen it in a more 
revolutionary manner.

Dispatch of the SDF for operations

Following the 11 September 2001 terrorist attacks, Japan decided to send naval vessels to 
the Indian Ocean to provide logistical support for the Coalition forces in their fight against 
terrorism in Afghanistan. Despite strict constitutional clauses, this dispatch gained legal 
authority through the enactment of a law for Special Measures for Anti-Terrorism, which 
passed the parliament on 29 October 2001.

Further, the dispatch of Japan’s own ground forces to Iraq for reconstruction purposes 
was also given a legal basis by another law for Special Measures for Humanitarian and 
Reconstruction Assistance in Iraq, which passed the parliament on 26 July 2003. Based on 
this law, Japan deployed to Iraq 1,000 SDF military personnel, who have served to provide 
stability through the reconstruction of infrastructure.

The Japanese Government had long deemed it unconstitutional to exercise collective 
self-defence, although it recognises that international law gives it such a right. The 
government has begun to more openly regard as constitutional the support of its forces 
for actions which do not involve military combat, like offering logistical support such as 
transportation and supply of medical services or food.

Policy makers have further begun seeking paths to lift self-imposed and long-lasting 
restraints on exporting weapons, in the interests of maintaining regional and global security, 
on which I will elaborate later.

… Japan has recently been compelled to embark on 
expanding military capabilities in qualitative rather than 
quantitative terms.

Augmenting military capabilities (improved equipment and 
military doctrines)

Japan for a long time limited its military capabilities to the minimum level needed for 
its self-defence, although this minimum level would inevitably vary according to the 
prevailing security environment in its neighbouring region and the development of 
military technologies.
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To meet the new growing security needs arising from uncertainty in the Korean Peninsula 
and the Taiwan Strait, Japan has recently been compelled to embark on expanding military 
capabilities in qualitative rather than quantitative terms. The defence budget share has 
remained relatively low at around 6% of the total government expenditure and around 1% of 
Japan’s GNP.

Japan’s defence budget has been kept quite small compared to those of China and the US, 
both of which have been continuously increasing. Japan’s military expenditure per capita 
has been lower than that of most European countries. Moreover, Japan’s budget includes 
payment for infrastructure and local workers in the US bases in Japan, which is called ‘host 
nation support’. Japan, therefore, has a large potential need to increase its defence budget to 
meet growing security requirements.

It has been acquiring and developing new equipment, such as intelligence satellites, 
command and control network systems, and others, which even include power projection 
capabilities, like long-range air transporters, mid-air refuelling aircraft, amphibious ships, 
precision guided munitions, flat-top helicopter carriers and destroyers.

Japan also needs to strengthen intelligence capabilities in both hardware and software 
to deal with the growing regional security threats. It has produced and has already put 
into operation four intelligence satellites. Interministerial coordination has been further 
intensified, in order to swiftly assemble information gathered by various departments. 
Japan has also adopted new information technologies needed for more streamlined joint 
operational command structures through the newly established Joint Staff Organisation, 
which should acquire a commanding responsibility beyond a mere coordinating role.

Furthermore, Japan has started to create more balanced land, sea and air forces and 
to strengthen its defence production capabilities. It has even begun to consider lifting 
self-imposed restrictions on arms exports, which have been maintained since 1976. First, 
a joint development of ballistic missile defence systems will require a higher volume of 
two-way technology sharing and transfer between the US and Japan. Second, removal of the 
restrictions would pave the way for effective joint development of weapons production with 
those countries producing interoperable defence equipment, including Australia.

Unconventional security concerns are growing

In the post Cold War era, Japan has become worried about the rising incidence of piracy in 
major international straits in East Asia, as the nation relies heavily on the safety of the sea 
lanes. Due to the reduced presence of US and Soviet naval forces in the South China Sea, 
acts of piracy soared from nil to about forty per year at the end of 1990s; Japanese-related 
commercial vessels were attacked, and their crews terribly injured or kidnapped.

The Coast Guard sent its patrol vessels, carrying helicopters, to Southeast Asia for joint 
training with coastal states. Japan started to supply multipurpose vessels to the coastguards 
of those countries, and to train their coastguard officers.

Japan took initiative in holding regional conferences for anti-piracy cooperation, one of the 
outcomes of which was the creation of a regional treaty for anti-piracy cooperation.

Towards being a more normal power: Japan’s strategic outlook at the start of the 21st century
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Peacekeeping operations

Japan sent none of its SDF abroad for peacekeeping operations till 1990, as it understood 
this to be unconstitutional. Japan’s efforts to offer personnel contributions originated in 
the establishment of the International Disaster Relief Team in 1987; however, this team 
dispatched only limited numbers of personnel to assist civilians until some years later. This 
system was revised during the 1990s, and in December 2004, 2,000 officers and soldiers 
were engaged in rescue operations within a couple of days after the tsunami hit Southeast 
Asia and South Asia.

During the Gulf War, the Japanese Government sought to pass a bill enabling the dispatch 
of the SDF to the Gulf, but the attempt was rejected in the Diet. Nevertheless, Japan for 
the first time sent minesweepers to the Gulf, although only after the cessation of armed 
hostilities, as this was not interpreted as an exercise of its forces.

It then created a legal platform in June 1992 through the Law for International Peace 
Co-operation, which empowered the government to send SDF elements abroad for 
international peacekeeping operations, albeit for logistical or reconstruction activities. The 
first mission sent under this platform was to Cambodia in 1992–93. Six hundred officers 
and soldiers of the Ground SDF went to Cambodia, together with seventy-five policemen, to 
engage in reconstruction. Japan also dispatched peacekeepers to Mozambique in 1993–95, to 
Rwanda in 1994, and to the Golan Heights from 1996.

Japan sent almost 700 Ground SDF personnel to East Timor in 2002–04. Although their 
role was limited to assisting in noncombatant reconstruction activities, Japan expanded 
the scope of peacekeeping operations activities to allow the SDF to take part in monitoring 
ceasefires, patrolling ceasefire zones, inspecting weapons transport and disposals, and 
exchanging prisoners. Japan also began to consider the use of its overseas development 
assistance for conflict prevention and peace consolidation.

More recently, as in the cases of the ‘war on terror’ in Afghanistan and in Iraq, Japan 
expanded its role in conflict prevention and peace consolidation beyond those operations 
initiated by the UN to those led by US coalitions. SDF activities are not limited to the sea 
and airspace of the Indian Ocean, but include territories of countries around that ocean and 
the sea lanes stretching back to Japan. Japanese Maritime SDF vessels have been providing, 
free of charge, refuelling, transport and other support for the navies of the US, the UK, 
Australia, Germany, France, Italy, Canada, the Netherlands and other Coalition countries. 
The SDF offered to transport a Thai army construction team, and has also been transporting 
Afghan refugees.

Development of multilateralism

The traditional security policy of Japan (the 1957 Basic Policy for National Defence) was 
that it would support the UN for the maintenance and restoration of international peace, 
and that Japan would rely on the US–Japan security arrangement till such time as the UN 
became capable of deterring aggression.

Although Japan retained its right to collective as well as individual self-defence, implying 
that it did not deny multilateral security frameworks, it had not pursued multilateral security 
frameworks until recently. It supported UN security activities politically and financially, but 
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it dared not send the SDF because, as policy makers believed, there were constitutional and 
legal constraints.

UN security activities were not sufficiently effective, given the Cold War superpower rivalry. 
Also, Japan’s attachment to UN activities or any multilateral security frameworks seemed 
to the US to conflict with the role of the US–Japan bilateral security relationship, and the 
US was unwilling to see Japan distracted by the idea of UN-centred security systems or any 
multilateral frameworks.

During the Cold War, Japan limited the scope of its security policy to the defence of its own 
country and of US forces in their bases in Japan in the event of military conflict. Japan’s 
role in regional security was very limited during the Cold War. Its contribution to East Asian 
security was understood as an indirect side effect of the US–Japan Security Arrangement, 
while its contribution to global security was limited to financial and diplomatic support to 
the UN.

After the end of the Cold War, which ended any concern that its involvement in regional 
security mechanisms would undermine the bilateral security mechanism with the US, Japan 
began playing a larger role in initiatives for regional security in the Asia–Pacific region and in 
East Asia. The prime examples are the ASEAN Regional Forum and ASEAN+3.

Given the new circumstances, the bilateral security arrangement and regional 
security mechanisms would not be mutually exclusive, but could well be multi-tiered 
and complementary.

Japan has also developed bilateral security and military dialogues, and participated in 
exchanges and cooperation, with countries like Australia, South Korea, India and the 
ASEAN nations. In such exchanges, Japan’s SDF and Coast Guard are set to acquire new 
roles in such areas as anti-piracy patrolling and operations, and interdiction of weapons of 
mass destruction.

Despite bright expectations at the end of the Cold War, it is 
clear that the security environment surrounding Japan has 
become more fluid, posing challenges to policy makers and 
the public.

Such multilateral security cooperation has a positive side effect. At one stage in the post-war 
period, there were lingering suspicions of Japanese militarism among neighbouring East 
Asian countries. This suspicion appeared to decrease through the existence of the US–Japan 
security arrangement, which was believed to prevent the remilitarisation of Japan. However, 
different suspicions now linger in East Asia: Japan appears to be a puppet of the US in this 
region, causing distrust and hesitation to regard it as one of the leading members of the 
regional community. Multilateral security cooperation should solve this dilemma in our 
relations with countries in East Asia.

Towards being a more normal power: Japan’s strategic outlook at the start of the 21st century
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Conclusion and future tasks

Despite bright expectations at the end of the Cold War, it is clear that the security 
environment surrounding Japan has become more fluid, posing challenges to policy makers 
and the public. How should Japan respond to the growing security threats in Northeast Asia? 
And to what extent should it contribute its forces for the maintenance of peace and security 
in East Asia and the world?

All the aforementioned developments have been made against the background of heated 
internal debates and arguments, which now challenge post-war security taboos inside Japan. 
Now, politicians, bureaucrats, journalists and scholars have begun to feel ready to open the 
debate about Japan’s national security policy, including problems related to the constraints 
under its Constitution.

The new atmosphere surrounding the security of Japan has begun to mean that 
constitutional revision has ceased to be a taboo. Both houses of parliament have started 
serious debates on constitutional revision, including Article 9 of the Constitution. 
However, even if proposals for revision are made, they have to pass the parliament by a 
two-thirds majority in both houses, and then to be approved by the majority in a public 
referendum. Nevertheless, hitherto unthinkable constitutional revision is now on the public 
political agenda.

At any rate, there is a need to reduce constitutional constraints either by establishing a 
new interpretation of Article 9, or by amending it. As long as Japan continues to interpret 
Article 9 as prohibiting its regional and global security roles, its ability to participate fully in 
regional and global security operations and missions is constrained.

Despite these positive developments in Japanese politics in regard to its security 
contribution, Japan still has a long way to go. First, Japan is still seriously constrained by the 
three factors mentioned. Second, the security environment seems to be worsening rather 
than improving, for example through geopolitical changes on the Eurasian continent. Third, 
scarcity of resources, particularly energy resources, might bring about new security tensions.

Japan’s re-emergence as a normal power has vital implications for regional and 
global security.
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TAKING THE LONG VIEW: CHINA’S  
EMERGING GREAT POWER ROLE IN THE 
ASIA–PACIFIC REGION

Ross Terrill

Thank you, Chairman, and thank you, ASPI and participants, for a terrific conference. I’m 
delighted to be part of it.

A story in Beijing has three prisoners sitting together in a cell. In a dull moment, the man in 
the middle turns to one side and says, ‘What are you here for?’ ‘Oh, I called Deng Xiaoping 
a great revolutionary, but Mao had decided he was actually a counter-revolutionary’. 
The prisoner in the middle turned to the other side, ‘You, why are you in prison?’ ‘Oh, my 
problem is just the opposite. I said Deng is a nasty counter-revolutionary, but by then the 
Communist Party had decided he was after all a great revolutionary’. Silence. Then the man 
who’d first been asked the question turned it back to the man in the middle: ‘And you?’ 
‘I’m Deng Xiaoping’.

In China, expect the unexpected. With the rise and 
emergence of new powers, there is the unexpected and there 
are varied outcomes. What happens in China could be as 
unintended as the outcome of Gorbachev’s reforms …

In China, expect the unexpected. With the rise and emergence of new powers, there is the 
unexpected and there are varied outcomes. What happens in China could be as unintended 
as the outcome of Gorbachev’s reforms, which certainly were not meant to pull the 
foundations from under the Soviet Union. Japan, surely, did not expect its rise through the 
1920s and 1930s to end in the rubble of Hiroshima. In ten years, who knows, we might be 
discussing the re-emergence of Japan and the emergence of India rather than that of China. 
But rises can have harmonious outcomes. The United States’ rise in the Western hemisphere 
to eclipse the UK in the 19th century was smooth.

As Lanxin Xiang said yesterday, China once dominated Asia. But after Japan surged in the 
1880s, and the West took spheres of influence in China, and the Qing Dynasty crumbled, 
drastic troubles hit China. In 1941, Chiang Kai-shek wrote a preface to a book by his wife 
called China shall rise. In the preface Chiang said, ‘For the rebirth of a people certain 
factors are necessary. Of these, one is that the people should go through a period of trials 
and tribulations’.

Nationalist China’s defeat of Japan was a rise, in a sense. Revenge for China’s defeat by Japan 
in 1895, it put Chiang Kai-shek onto the world stage with Stalin, Roosevelt and Churchill, and 
made his government a founding member and a permanent Security Council member at the 
UN. But of course Chiang’s regime fell, and he fled to Taiwan after two decades of rule.

Taking the long view: China’s emerging great power role in the Asia–Pacific region
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Mao, in 1949, put his hope in the Soviet bloc. This was another rise, of sorts. China became 
the central concern of Asia in the 1950s, fought strongly in Korea, and kicked out American 
diplomats from the People’s Republic of China (PRC). But Mao’s rise also stirred the West to 
varying degrees of opposition to Beijing.

The Sino-Soviet friendship that was supposed to be everlasting evaporated within two 
decades, and the China that emerged from Moscow’s embrace announced a Cultural 
Revolution against imperialists (that’s Americans and their friends), social imperialists (the 
Soviets and their friends), and bourgeois elements (many of the Chinese people themselves). 
The Maoist international revolution announced by Defence Minister Lin Biao in the 1960s 
was to replicate for the whole world what China had done at home. The countryside of the 
world (underdeveloped lands) would, like the left-wing Chinese farmers, surround the cities 
(the developed countries). So Maoist international revolution would come just as Maoist 
victory had come within China. Well, this wasn’t a successful rise. The so-called Cultural 
Revolution was a severe fall for China. Perhaps it was a tribulation of the kind Chiang 
Kai-shek said was necessary for a subsequent rebirth. By the late 1970s Maoism was a spent 
force, except in pockets of Latin America and South Asia and among Paris intellectuals and 
Berkeley professors.

All these aborted rises had done little for the standard of living of the Chinese people, so 
it was understandable that after Mao’s death Deng Xiaoping decided to stress domestic 
construction. Class struggle was out, a priority to economics was in. The door was flung 
open, not to send out Maoist revolution but to receive loans, investment and the skills of 
overseas capitalist Chinese.

These years of Deng-reforms did bring two setbacks to China: the collapse of the Soviet 
Union and the Tiananmen tragedy of 1989. But the Chinese learned from these. From 
Tiananmen, that stability is everything and political freedom is for the birds; from the 
collapse of the Soviet Union, that if the Chinese Communist Party were to stay in power 
it must deliver the economic goods to the Chinese people. Leninism would be saved by 
consumerism. This has been a successful formula.

By the end of the 1990s, there was a brand new ‘rise of China,’ which is what we behold 
today. The figures are well known to you: yearly increase in GDP of maybe 8% or 9%, if the 
government figures are correct; foreign trade that in recent years has been going up 25% a 
year and is certainly at least ten times what it was when the post-Mao era began. The 
economic advance has led to military expansion, diplomatic clout, quest for markets, huge 
oil consumption, enhanced capacity to import, and soaring ambition.

… China is thinking well beyond Taiwan for the first time, to a 
larger balance of power, and to questions of energy supplies, 
in its military planning.

The Japanese military modernisation that Dr Miyagawa mentioned is rather similar to 
some of what China has engaged in. The Chinese have cut their military forces heavily, from 
4.3 million to just over 2 million in a decade or more, but they’ve made enormous weapons 
imports from Russia, spent big on information technology—they mustn’t have listened 
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to Martin van Creveld on that!—and evolved complex and lower cost scenarios for taking 
Taiwan. They are smoking out American weaknesses: aversion to casualties and likely delay 
in deployment in the Taiwan area and, according to the Pentagon, they are setting up a 
hundred extra ballistic missiles per year opposite the island of Taiwan. At the same time, 
China is thinking well beyond Taiwan for the first time, to a larger balance of power, and to 
questions of energy supplies, in its military planning.

Despite all these strides, the Chinese armed forces lack projection capacity for conventional 
military power, they’re not strong in close air support, and they certainly can’t compare with 
the US in equipment. For instance, to the US’s 870 long-distance aircraft, at the moment 
China has 170; 400 helicopters for China, 4,500 for the Americans; 14,000 armoured 
personnel carriers for the Americans, 3,500 for China; and so on.

Beyond Asia, China has recently been doing things natural to a rising power: joining in 
peacekeeping operations in many countries; a big push to invest in South America in 2004; 
fisheries, tourism and investment in the South Pacific, building on the old competition with 
the Soviet Union and Taiwan for some updated purpose. One speculates that twenty years 
hence Australia and China could be the two powers in the shadows as a tug of war goes on 
in the internal and external policies of certain weak South Pacific states. China’s trade with 
Africa has tripled in five years and, of course, China asks nothing of the tyrants in Zimbabwe 
and Sudan, other than that they don’t support Taiwan independence. Each step of the way, 
China seeks to drive a wedge between the countries it deals with and the US.

In some quarters, China is viewed as on the verge of taking over the world. Amid speculation 
about how big the Chinese economy will be in, say, 2020 or 2050, it’s seldom mentioned 
(though Greg Sheridan mentioned it last night) that Japan’s economy is three times the size 
of China’s at the moment. Japan is the biggest aid donor to the South Pacific states, but 
that’s seldom mentioned as we hear about China’s strides in the South Pacific. US trade with 
Africa is still double China’s, and so on.

… China’s global weight so far is selective but extensive in 
scope; it’s modest in style but long term in its vision; it’s 
rather old fashioned in its eye for resources and quasi-bases.

Some in Europe, in Australia and even in the US exaggerate China’s rise as a stick to beat the 
Bush Administration. Any rise with the potential to take Bush down a peg or two should be 
encouraged, say those for whom the US would not be their first choice as sole superpower. 
Whether China’s rise will be a solution to all the problems thrown up by American evils 
remains to be seen. There’s no need to exaggerate the rise of China, because it is real. 
Overall, China’s global weight so far is selective but extensive in scope; it’s modest in style 
but long term in its vision; it’s rather old fashioned in its eye for resources and quasi-bases.

The stated goals of Chinese foreign policy are peace and development. To say these are the 
real goals is like saying Hu Jintao’s purpose tomorrow morning is to put on his trousers and 
brush his teeth. Peace and development are means; they are not goals. I would sum up the 
goals of Chinese foreign policy as five. First, to maximise stability at home. Control of the 
populace, indeed territorial unity, hasn’t been able to be taken for granted in China. The 
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three largest provinces, Tibet, Xinjiang and inner Mongolia (called ‘autonomous regions’ by 
Beijing), were historically not Chinese territory, and semicolonial methods are used to keep 
them in line. Policies towards South Asian countries unfold with an eye to Tibet’s ‘splittism’. 
Dealings with Central Asia are influenced by Beijing’s worry over Uighur separatism in 
Xinjiang.

A second goal of China’s foreign policy is to sustain the impressive economic growth. 
As Marxism fades and no new public philosophy appears to replace it, an enhanced standard 
of living plus pride in the nation become the legitimators of the regime. Hence, China bowed 
to stringent American and other conditions for entering the World Trade Organization. 
Hence, China’s relative calm this year when Australia, a key resource supplier, granted a 
defecting Chinese diplomat a protection visa.

A third goal of Beijing’s foreign policy is to maintain a peaceful environment in a complicated 
neighbourhood, where China has no less than fourteen abutting neighbours, plus four more 
not far across the water. In its first thirty years, the PRC went to war on virtually all flanks: 
Korea, Vietnam, India, the Soviet Union. After 1979, to China’s great credit and to Asia’s relief, 
a new foreign policy of omnidirectional smiles was adopted. It was initially called a policy 
of peace and independence. Fighting no wars since giving Hanoi ‘a lesson’ in 1979, Beijing 
smoothed relations with the Soviet Union, mended the shattered fence with Indonesia, 
stunningly recognised South Korea, established a gatekeeper role in central Asia (shared with 
Moscow), and eventually became enmeshed with the US in multifaceted ways, exceeding 
anything (except in military relations) in the history of Chinese–American relations.

A fourth goal of the PRC is not stated: to replace the US as the chief influence in East Asia. 
On a few global issues where Chinese and American interests coincide or Beijing cannot 
effectively resist US policy, it goes along, as in the UN at the time of the first Gulf War. But in 
Asia the Chinese leaders tend to frustrate and exclude the US. They drive a wedge between 
Japan and the US whenever possible; they whisper in Australian ears that Canberra should 
forget about looking across the Pacific and just look to Asia.

A final goal, as I see it, of Chinese foreign policy is to regain the territories that the Beijing 
Government feels rightly belong within the PRC: Taiwan, of course, and many other islands. 
In the case of Taiwan, Beijing awaits an opportunity that will consist of some combination of 
the following: an evolution in Taiwan domestic politics favourable to Beijing, US fatigue at 
the strain of supporting Taiwan, greater PRC capacity to project troops and material across 
the hundred-mile Taiwan Strait, and a Japan more malleable than at present.

China may gain enduring prosperity, China may remain 
governed by a Leninist party state, but I don’t see how both 
can occur.

Of China’s aspirations on the inner Asian and northern front, Mao said in 1964 (and repeated 
the point to Henry Kissinger in the 1970s), ‘About a hundred years ago the area to the east of 
Lake Baikal became Russian territory and since then Vladivostok, Khabarovsk, Kamchatka and 
other areas have been Soviet territory. We have not yet presented our account for this list’. In 
due course, the account could be presented; that’s what a rising power expects.
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Now, a rising power doesn’t always achieve its goals. For authoritarian states in modern 
times, success has normally been short-lived. Taking the Chinese foreign policy goals that I’ve 
mentioned, the prospects of their fulfilment seem to me to depend on two points: first, the 
Chinese political system, and second, how other powers react to China’s rise.

Within Chinese society, where the role of tomorrow’s China in the world will ultimately 
be decided, there are contradictions and strains attending the rapid economic growth. 
The next Chinese drama will not be in foreign policy but at home: a middle class push for 
more secure property rights, rural discontent, wider use of the internet, an army of people 
hovering between village and city, a suddenly ageing population with financial and social 
implications—all these contradictions will test ‘market Leninism’. China may gain enduring 
prosperity, China may remain governed by a Leninist party state, but I don’t see how both 
can occur. Within a quarter-century either the economic or the political logic will gain the 
upper hand and Beijing’s role in the world will be thus clarified.

What about non-Chinese reactions to China’s rise? The successful rise of a new hegemon 
depends on three factors: intention, capacity and, crucially, the opportunity in terms of what 
other countries think about it. In the case of Japan’s rise in accelerated form from the 1930s, 
despite clear intention and formidable capacity, Japan’s bid for an East Asian Co-prosperity 
Sphere would not have gone far had Britain, the US and others resolved to deter Japan. Tokyo 
was given the opportunity. Today I believe Beijing has the intention to seek a pre-eminent 
position, and the capacity to achieve it is not clearly beyond it, but the acquiescence of other 
affected powers may not be available.

American–Chinese relations for three or four decades have stayed within a narrow range, 
despite repeated fear in Australia of adverse change. The essential stability since the 
Mao–Nixon handshake has resulted from four factors. First, Washington’s power markedly 
eclipses Beijing’s, and the Chinese political and military leaders know it. Second, China, unlike 
the US, faces a tough environment with multiple potent neighbours; challenges other than 
from Washington can always rear up; and Beijing and Washington do share some common 
interests. Third, Beijing leaders see that the tasks of domestic development and preserving 
internal stability are priorities. Finally, the US has seen no benefit in again tangling militarily 
with China, as in Korea and Vietnam. It is not lost on the Americans that Chinese missiles 
could now hit Los Angeles.

Yet this modus vivendi between the two since 1971 would not survive an attempt by Beijing 
to eclipse the US in East Asia. As for a century, American interests will continue to be served 
by keeping China and Japan in balance, not by seeing China—or Japan—forge ahead of 
all others.

Other complications exist for China’s rise. China has spent decades in the self-proclaimed 
role of victim. Its initial success as hegemon would quickly present unaccustomed problems. 
China would learn, as the US has painfully learned, that an ascendant king of the jungle feels 
the bites of other beasts edged aside.

Then, does China have the philosophic equipment for world dominance of the kind Britain 
once enjoyed through its sea power, and the US now enjoys through business dealings, 
military power, popular culture, and ideas about democracy and free markets. The Maoist 
sense of mission was certainly strong, like the Protestant-induced Anglo-American sense of 
mission, yet without the communist sharp edge Chinese nationalism lacks a message for 
the world. Philosophically, we may note, China is an observer today, a consumer, imbibing 
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from all quarters. Its Chineseness is this new emerging power’s only message. The US 
under President Bush bristles with a message, even as it controls almost no non-Americans. 
The PRC has no message, but is assiduous in control at home and ambitious for a sphere 
of influence.

Nations can possess two kinds of soft power. One includes the ability to win a standing 
ovation at Association of Southeast Asian Nations (ASEAN) summits, membership in 
the UN Human Rights Commission, seats for one of your nationals on the International 
Court of Justice, building a presidential mansion for the head of a South Pacific island, a 
good business deal through Hong Kong for a few billion yuan, favourable editorials in the 
New York Times. This soft power begins and ends with elites. A second kind of soft power 
includes attracting students from all over the world to your campuses, seeing your music 
and movies checked out for rental around the clock in every country, your help after the 
tsunami winning gratitude, watching your businesses become the international gold 
standard, mounting research that’s led to 70% of the world’s living Nobel laureates to be 
currently employed on your campuses. China reaches for the first kind of soft power; the US, 
it seems to me, has the second. Which, ultimately, is more consequential?

I’ve claimed that China is ambitious. But I’ve also hinted at 
Chinese caution; is Beijing not rather conservative? The two 
have a yin and yang relation.

I was going to say something about Australian policy towards China but, to keep within my 
time limit, let me just sum up. I’ve claimed that China is ambitious. But I’ve also hinted at 
Chinese caution; is Beijing not rather conservative? The two have a yin and yang relation. 
The expansionist claims of China are not all hidden—some are, but many are not. But the 
Beijing regime, while a dictatorship, is a rational dictatorship: it can count the numbers, it’s 
been patient in fulfilling its goals for the past quarter-century. China, in sum, is an ambitious 
power that seems to know its problems and that, if faced with countervailing power, will 
hopefully act prudently in its long-term strategy. It surely realises that a formidable list 
of powers—the US, Japan, Russia, India—have a variety of reasons for denying China the 
opportunity to be a 21st century Middle Kingdom.

I came from China two days ago and I find, as I generally do, less talk inside China of China 
becoming the next superpower than I find at Harvard and the Australian National University. 
For that there may be a reason. China was not as weak as it seemed when it was the 
so-called sick man of Asia for the first half of the 20th century. It may not be as endurably 
strong as it seems now to those who from afar fear it or admire it.
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Six—Meeting strategic challenges in 
Southeast Asia

SOUTHEAST ASIA’S STRATEGIC 
CHALLENGES: BALANCING 
BETWEEN CHINA AND THE US

Kwa Chong Guan

The strategic choices confronting Southeast Asian countries during 
the Cold War were thought to be fairly simple and straightforward: 
to ally with either the US or the communist bloc, or to try to remain 
nonaligned, a position first defined fifty years ago at the Asian–African 
Conference in Bandung. These choices were presumed to be simple 
for the newly independent governments of the region that were 
threatened by communist bloc support for domestic communist 
parties’ violent challenge for power. The end of the Cold War 
transformed the strategic environment and complicated Southeast 
Asian strategic choices.

The vision of ‘engaging’ China with the hope of 
‘socialising’ it and persuading it to ‘play by the 
rules of the game’ became the preferred option 
of Southeast Asia. But what if China chooses to 
change the rules of the game?

China was released from the containment it had been subject to 
during the Cold War, through a network of treaties concluded by 
the US with its allies at the end of World War II and the start of the 
Cold War. Driven by Deng’s ‘Reform’ and ‘Opening’ policies (Gaige 
kaifang) that grew out of the ‘Four Modernisations’, China emerged 
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as the new power that Southeast Asians had to reckon with. The vision of ‘engaging’ China 
with the hope of ‘socialising’ it and persuading it to ‘play by the rules of the game’ became 
the preferred option of Southeast Asia. But what if China chooses to change the rules of 
the game? Is Southeast Asia’s fallback option then to ally with the US to balance China? 
But would the US still be in the region for the Association of Southeast Asian Nations 
(ASEAN) to join in a balance of power? How does ASEAN respond to US pronouncements of 
reducing its presence, especially its military presence, not only in Southeast Asia, but also in 
Northeast Asia?

It is the intent of this paper to examine the language that has been used to inform, structure 
and prescribe the game of inter-state relations between ASEAN, the US and China. The 
paper assumes that our use of language is not only to truthfully and objectively describe our 
world ‘out there’ and what we want to do about the world ‘out there.’ More importantly, 
as Ludwig Wittgenstein has argued, our use of language is a form of human rule-governed 
activity, shaping our social behaviour and our relations to others. Language use is, as 
Wittgenstein points out, like playing a game (be it chess or rugby), in that our participation 
commits us to accepting the symbolic value of a set of objects (e.g. two poles stuck in the 
ground with a crossbar symbolises the goalposts in rugby, but means something different 
in a game of polevault), behaving within the confines of a set of rules which define how we 
communicate and relate to others. Our language, in other words, defines our world. It will be 
the contention of this paper that embedded in this narrative of Southeast Asian attitudes 
and policies towards China and the US are the ‘rules’ for more than one ‘language game’ of 
inter-state relations.

The language of a hierarchy of power

There is, within the deeper collective and social memories of Southeast Asians, a pervasive 
awareness of China as the dominant hegemon their ancestors had to contend with. For 
Indonesians, their road names of Jalan Majapahit or Jalan Hyam Wuruk are a constant 
reminder that the east Javanese realm of Majapahit, regarded as the Golden Age of 
Indonesia’s precolonial past, came into power with the support of a Mongol expeditionary 
force that had been dispatched to avenge an insult that King Kertanagara had inflicted on 
an earlier Mongol diplomatic mission to his court. Kertanagara was, however, killed in a 
palace insurrection and his successor welcomed the avenging Mongol expeditionary force 
to support his bid to oust the usurper and establish a new ruling house, Majapahit, that 
some Indonesians regard as the golden era of their past. It was the boundaries of Majapahit 
that Soekarno argued should be the boundaries of the new Indonesian Republic, whose 
independence he was negotiating for with the Japanese military administrators during 
World War II.

The Mongol annexation of Yunnan fundamentally altered China’s relationship with mainland 
Southeast Asia. The Nanzhao and its successor Dali kingdom of Yunnan were ethnically, 
culturally and historically more Southeast Asian than Chinese and, like other Southeast Asian 
kingdoms, had offered tribute to the Chinese court. But annexation of Yunnan meant that 
China could now project power into northern Southeast Asia. The Burmese have memories 
of a Mongol invasion that in large part was responsible for the termination of the Golden 
Age of their history at Bagan. The Burmese are reminded of these invasions in a number of 
murals depicting Mongol troops in the temples at Bagan. The Tai of Sukhothai and Lan Na, 
and the Lao at Luang Phrabang, were brought into the Chinese tributary system.
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The succeeding Ming dynasty made a deeper impact on the collective memories of 
Southeast Asians. Admiral Zheng-He’s voyages are commemorated in Southeast Asian 
folklore and folk religion. A temple in Melaka is dedicated to the eunuch admiral, and 
serves as a reminder to Malaysians of his various visits to the emporium and the imperial 
protection he conferred on it. The hill behind the temple is supposed to have been the 
residence of Princess Han Li Po, sent to Melaka to be betrothed to Sultan Mansor Shah in 
1459. In Indonesia, there is a complex series of narratives linking Chinese Muslims with the 
propagation of Islam in the 15th and 16th centuries. The Vietnamese, colonised by China for 
some 900 years of the first millennium, remember well the Ming invasion and annexation 
of their country in 1406, supposedly to remove the usurper Ho Quy Ly and protect the 
Vietnamese people. The Burmese have memories of the Ming invasion of their kingdom of 
Ava in 1445 and 1446. Yunnan was colonised by the Ming.

… the language of security in precolonial Southeast Asia was 
about a hierarchy of power in the region, with China as the 
dominant hegemon.

It would appear, then, that the language of security in precolonial Southeast Asia was 
about a hierarchy of power in the region, with China as the dominant hegemon. But it was 
a remote hegemon, which allowed the Southeast Asian powers to exert their influence to 
construct their own local hierarchies of power. Majapahit, Ayutthaya, Ava and its successor 
Toungoo, and Melaka all asserted their power over their peripheries in their hierarchy of 
power. Underpinning this mundane hierarchy of power is a cosmology in which the world 
of men paralleled the spiritual world of the gods in their abode on the cosmic mountain, the 
Mahameru. Barabudur and Angkor are historical expressions of this cosmology, and their 
restoration as not only national but global heritage is a reminder to Southeast Asians of how 
their worlds were once structured.

This paper argues that these old and deep memories of China as a dominant hegemon in a 
hierarchy of power may be resurfacing to mix and match with memories of China’s impact 
on the region after 1946, and especially its meteoric rise to regional and global power status 
after the end of the Cold War.

The language of national security

How Southeast Asians relate to China and the US is shaped in the first instance by their 
language of the security of the nation states they were building after World War II. The 
rhetoric of nationalism and anticolonialism, and the often violent struggle this rhetoric 
inspired against the colonial powers for independence, led Southeast Asians to place a 
premium on the sovereignty and territorial integrity of their new nation states. These were 
defined by the colonial boundaries that often fractured and cut across primordial ethnic 
and historical frontiers. The legacy of these colonial boundaries was to bedevil intrastate 
and inter-state relations in the postcolonial era. Within the new states (especially Indonesia, 
Burma and the Philippines), a series of separatist movements and insurrections heightened 
sensitivity about national unity and the territorial integrity of the state. At the inter-state 
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level, Southeast Asians looked to the UN and its Charter, with its assurance to uphold the 
sovereignty of its members and non-interference in their domestic affairs, to support the 
territorial integrity and sovereignty of their new states.

Southeast Asian attitudes towards China and the US were fundamentally shaped by what 
they perceived to be Chinese and US support for their efforts to build their nation states, 
or their interference and undermining of the sovereignty principle that would threaten the 
territorial integrity of the states. North Vietnamese antagonism towards the US stems from 
the latter’s refusal to sign the 1954 Geneva Agreements on Indochina, which confirmed the 
communist victories in Vietnam and China’s presence in North Vietnam. US apprehension 
of ‘falling dominoes’ led it to provide support to a series of South Vietnam governments, 
starting with Ngo Dinh Diem’s. This US support encouraged Diem’s government to refuse to 
proceed with the elections provided for in the Geneva Agreements and led Hanoi to revive 
its military challenge to the south from 1960. Filipino attitudes towards the US were also 
shaped by their perceptions of US military bases in their country and US interference in their 
domestic politics via support for political parties, especially for Ferdinand Marcos up to his 
ouster from power in 1986.

Compared to the US, China has had a more problematic relationship with the postcolonial 
Southeast Asian nation states. Its support of communist parties in a number of Southeast 
Asian countries as part of a ‘united front’ policy and practice of ‘revolutionary diplomacy’ 
has not endeared it to most Southeast Asian countries. Furthermore, Beijing’s attempt to 
continue its Nationalist predecessor’s jus sanguinis policy of treating Chinese in Southeast 
Asia as ‘overseas Chinese’ (or hua-jiao, which translates as ‘sojourners’) who still qualify to 
claim Chinese citizenship was seen as a challenge to the jurisdiction of the new Southeast 
Asian governments over their citizens. Recognition of the challenge its policy posed to 
Southeast Asians led Beijing to reverse this jus sanguinis policy from the mid-1950s when 
Zhou Enlai signed a landmark Dual Nationality Treaty with Indonesia at Bandung. But the 
welfare of overseas Chinese continued to be raised by China for its political ends, most 
recently in 1998 when Beijing warned Habibie to look after the welfare of the Chinese in 
Medan who were victims of anti-Chinese riots.

The language of the security, sovereignty and territorial integrity of the nation state will 
continue to pit China against Southeast Asia more than it will pit the US against Southeast 
Asia. This is because China, more than the US, is perceived not to be complying with the rules 
of the game. Thus China’s claim to the Mischief Reef in the Spratly Islands, as part of a wider 
claim to the South China Sea, is perceived as an irredentism that threatens the territorial 
integrity of Southeast Asian nations that border the South China Sea. In contrast, US words 
and deeds are perceived by most in Southeast Asia to be benign. The Southeast Asian 
response within this language game of national interests and security has been to speak the 
language of balancing power. This language of balancing power enables Southeast Asians to 
be nonspecific about whom they are aligning with to balance against, although the goal is 
quite specifically to engage the US, the benign power, in ‘balancing’ a potentially threatening 
China. Translating these words into deeds has led a number of Southeast Asian states, with 
Singapore being the first, to offer facilities for the US military following the US withdrawal 
from its bases in the Philippines.
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The language of regionalism and cooperative security

The leaders of the new postcolonial nation states of the region also had to work out a 
language of how they relate to each other, and to external powers. This was an issue 
their colonial state predecessors were relieved of, as it was resolved in the metropolitan 
capitals of the colonial powers. Arguably, it was at Bandung in 1955, when the leaders of 
the newly independent countries of Southeast Asia met their Chinese counterparts led by 
Zhou Enlai and their Indian counterparts led by Jawaharlal Nehru, among others, that a 
vocabulary for how they would relate to each other was first negotiated. But it was probably 
more at Bangkok in July 1961 that a language for regional security was formulated. There 
the governments of Malaya, the Philippines and Thailand met to form an Association of 
Southeast Asia (ASA) as an alternative approach to regional security to that provided by 
military alliances, especially by the Southeast Asia Treaty Organisation. Its underlying 
rationale was that economic development underpins regional security and guarantees 
political independence. However, this vision was undermined from 1963 by the Philippines 
claim to Sabah and Indonesian’s Konfrontasi policy against Malaysia. ASA was revived in 
March 1966 to bring Indonesia together with the new Federation of Malaysia and the 
Philippines to end Konfrontasi.

However, in deference to Indonesia, the name ‘Association of Southeast Asian Nations’ 
was adopted to replace ASA. The new association adopted the institutional structure and 
approach to regional security pioneered by ASA. However, conflicting national interests 
and visions hampered the association’s development until the 1976 communist victories 
in Indochina sent a wake-up call to its members. The first summit of ASEAN’s leaders, 
convened in Bali in February 1976, reaffirmed the commitment to political cooperation in 
a Declaration of ASEAN Concord and provided for regional order in a Treaty of Amity and 
Cooperation (TAC). The Concord and the TAC were made possible because nine years of 
meetings of leaders and their officials had evolved a language about an ‘ASEAN way’ of 
conducting inter-state relations. ASEAN offered this model of regional cooperation to Pham 
Van Dong on his inaugural visit to ASEAN, but Vietnam wasn’t ready to join this ‘ASEAN way’ 
of relating to its neighbours and the wider region. Its invasion and occupation of Cambodia 
from 1979 served to draw ASEAN closer together to support the formation of a Coalition 
Government of Democratic Kampuchea to challenge the Vietnamese-backed People’s 
Republic of Kampuchea.

After the Bali Summit, ASEAN also started reaching out to its regional neighbours and 
powers—the US, Japan, Australia, New Zealand, Canada, South Korea and the European 
Union—to join their foreign ministers at their annual meetings for a series of postministerial 
dialogues. In 1993, ASEAN decided to widen and institutionalise these postministerial 
dialogues into an ASEAN Regional Forum (ARF), to which China, Russia, Vietnam, Laos and 
Papua New Guinea would be invited. The declared intention of this forum was ‘for ASEAN 
and its dialogue partners to work with other regional states to evolve a predictable and 
constructive pattern of relationships in Asia–Pacific’. Since then, the ARF has evolved into the 
flagship institution in the Asia–Pacific for multilateral security dialogue.
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… the ARF can be seen as a language game initiated by 
ASEAN to enmesh the US and prevent it from downsizing its 
presence in the region, and to engage and ‘socialise’ a rising 
China into becoming a ‘responsible’ power.

In a sense, the ARF can be seen as a language game initiated by ASEAN to enmesh the US 
and prevent it from downsizing its presence in the region, and to engage and ‘socialise’ 
a rising China into becoming a ‘responsible’ power. In this sense, then, the language of 
regionalism and multilateral cooperative security complements the language of national 
security in that it attempts to commit participants to uphold the language of sovereignty 
and jurisdiction of the nation state and non-interference in domestic affairs. It is thus a 
rather different game from that being played out in the European Union.

Conclusion

Which language game is being played by Southeast Asians in relating to China and the 
US? This paper has argued that there are at least three language games Southeast Asians 
can play, and have played, with China and the US. This paper has further suggested that 
the game of balancing power may not be the preferred choice. Much depends upon the 
language used to describe China after the Cold War.

Is China a rising and dissatisfied power that is risk-acceptant? Or is China a risk-averse, 
status-quo and responsible power? The policy consequences of describing China as a 
possibly dissatisfied rising power are that it must therefore be either contained and balanced 
or engaged from a position of strength. However, insofar as singly or collectively Southeast 
Asians don’t have the capability to balance China, much less contain or engage it from a 
position of strength, they have to look at whether Washington, further and more remote 
from the region than Beijing, has the interest and commitment to join ASEAN in this venture. 
Can ASEAN leaders be assured of a continuing US military presence in their region? To the 
extent that ASEAN leaders can’t be assured that it will remain within the American language 
of national security and interest to stay in Southeast Asia, a different language game will 
need to be played.

Is the language game of multilateral security cooperation, now played out annually 
in the meetings of the ARF, the way to enmesh the US in the region for a balance of 
power against a possibly dissatisfied and irresponsible China? Can this language game 
of multilateral cooperative security relieve ASEAN of the potential dilemma of having to 
choose between balancing with the US or bandwagoning with China? Extended to include 
China, this language game also assumes that China recognises that it is in its interest to be 
a risk-adverse, status quo and responsible power that’s prepared to play by the rules. But 
who is deciding on the ‘rules of the game’? Can ASEAN rest assured that it will continue to 
be in charge of deciding on the rules of the game? Or, is it China that’s moving (slowly) to 
‘socialise’ ASEAN to accept its understanding and interpretation of the rules of the game?
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If ASEAN can’t be assured that it will remain in the driver’s seat, deciding and interpreting 
the rules of the game, and that willy-nilly, it may be China that’s going to be the dominant 
player who decides the rules, the issue becomes one of trying to fathom China’s perceptions 
and understanding of the rules. This paper has suggested that within the older collective 
and social memories of Southeast Asians are images of a hierarchy of power dominated 
and controlled by China. It may be that these images resonate with Southeast Asians 
because within their immediate worlds were hierarchies of power they had to adjust to 
and accommodate. The sultans of the northern Malay states remember their ancestors 
sending the bunga emas to Bangkok. The Nagarakertagama reminds non-Javanese that 
their rulers were periodically required to assemble in the courtyards of the kraton of Hyam 
Wuruk to acknowledge his prowess. There is no record of the Malay sultans or the rulers of 
the nusantara ganging up to form a balance of power against Bangkok or Majapahit. The 
Cambodian monarchs of the 17th and 18th centuries had to bow to both the courts of Hue 
and Bangkok.

It’s the contention of this paper that these older social memories are resurfacing and mixing 
with the more recent memories of China and US to mould new memories of the present and 
images of the future. That image of the future may not be of ASEAN engaged in the game of 
balancing power, but perhaps more in a game of a hierarchy of power. The dilemma then will 
be who should be at that apex of the hierarchy of power: China or the US?

Southeast Asia’s strategic challenges: balancing between China and the US
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SOUTHEAST ASIAN FORCE MODERNISATION

Tim Huxley

Because of their diversity in population size, wealth, the security challenges they face, and 
their armed forces’ scale, organisation, doctrine and equipment, it’s difficult to generalise 
about Southeast Asian states’ military modernisation programs, which have evidently 
been driven by influences that are also extraordinarily diverse. Nevertheless, it’s clear that 
the regional financial crisis of the late 1990s severely undermined the ability of Indonesia, 
Malaysia and Thailand to fund the projected military procurement seen as necessary for 
force modernisation. This left Singapore—which has increasingly been committed to not 
just modernising but transforming its armed forces—as the only Southeast Asian state 
allocating substantial resources for purchasing new equipment.

With economic recovery during the present decade, however, 
defence spending has begun to increase again in the larger 
‘core’ Association of Southeast Asian Nations (ASEAN) 
members …

With economic recovery during the present decade, however, defence spending has begun 
to increase again in the larger ‘core’ Association of Southeast Asian Nations (ASEAN) 
members, allowing a resumption of some stalled modernisation plans, notably in Malaysia. 
Military modernisation has focused mainly on improving conventional military capacity, the 
intention being that lower intensity operational roles such as internal security and coastal 
protection could increasingly devolve to paramilitary forces. However, persistent and in some 
cases widening low-intensity challenges on land and at sea have meant that Southeast 
Asian armed forces have often been unable to relinquish their traditional policing roles.

During the 1990s, it was clear that the six early members of ASEAN—Brunei, Indonesia, 
Malaysia, the Philippines, Singapore and Thailand—all had ambitious programs for 
improving their armed forces’ capabilities. In general, they continued to implement defence 
plans that had been in train long before the transformation of Southeast Asia’s strategic 
environment that had occurred since the late 1980s with the ending of the main regional 
manifestations of the Cold War (Vietnam’s occupation of Cambodia, and the Soviet military 
presence in Vietnam). These plans were generally not merely responses to particular 
threats but usually reflected long-established, domestically based rationales: the increasing 
availability of funding, the military’s role in decision making, internal security concerns, 
overall national modernisation and industrialisation, and supplier pressure/corruption.

These were overlain by a gradual, long-term response to a regional strategic environment 
which had been evolving towards greater multipolarity and uncertainty since the late 1960s, 
alongside the perennial concern with ‘keeping up with the neighbours’ for both prestige 
and military reasons. The main characteristic of these ASEAN states’ defence programs was 
the enhancement of conventional warfare capabilities. As well as modernising equipment 
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inventories, several of the region’s larger armies began developing rapid deployment 
components with potential utility for internal security purposes as well as external defence. 
But the expansion and modernisation of Southeast Asian navies and air forces, particularly 
through acquisition of larger surface warships, more anti-ship missiles, submarines, 
maritime patrol aircraft and multi-role fighters, was much more striking.

Between 1985 and 1996, the dollar value of defence spending grew rapidly in Southeast 
Asia: by 45–60% in Indonesia, Malaysia, Myanmar and Thailand, and more than doubling 
in the Philippines and Singapore. Vietnam was the only major Southeast Asian nation not 
to increase its defence spending: indeed, the withdrawal of Soviet aid caused a decline 
of around 70%. Notwithstanding the difficulties of estimating and comparing defence 
budgets in Southeast Asia, during the early and mid-1990s it seemed fairly clear that military 
spending by each of the sub-region’s four ‘big spenders’ (Indonesia, Malaysia, Singapore 
and Thailand) was roughly equivalent at around US$3.5–4.5 billion annually; the Philippines 
was spending roughly US$1.5 billion. But the economic crisis which struck the region in 
1997 drastically reduced overall economic growth and cut state revenues, forcing several 
Southeast Asian governments to curtail defence spending drastically. At the same time, local 
currencies’ depreciation against the dollar substantially reduced the international purchasing 
power of remaining procurement funds.

The most seriously affected country was Thailand, where economic problems had begun 
to undermine the defence budget and procurement even before the 1997 crisis. In the Thai 
case, defence spending declined from US$4.2 billion in 1995 to a mere US$2 billion in 1998. 
Innovative ways of funding defence purchases—notably through barter trade—were 
found, but in Indonesia, Malaysia and the Philippines as well as Thailand the crisis forced 
governments to postpone or reduce armed forces’ modernisation plans. Major procurement 
projects were cancelled or shelved, though in some cases Southeast Asian armed forces 
were able to secure ‘second-best’ options. For example, the Thai air force made do with 
additional, second-hand F-16s in place of the order for F/A-18s cancelled in 1998.

As in many things, Singapore proved the exception in a regional environment of recession-
induced defence cutbacks. Despite the severe impact of the crisis on Singapore’s growth, in 
1998–99 the city-state’s defence budget was increased significantly, and in 1999–2000 and 
2000–01 was held at more or less the same level. In 2001–02, year-on-year increases began 
again. Though Singapore’s procurement plans were apparently stretched over longer time 
frames because of the recession, there was no significant hiatus in the overall ‘SAF2000’ 
modernisation project. This had been adopted in 1988 as the result of a major force structure 
review, and emphasised the importance of maintaining and where possible enhancing the 
Singapore Armed Forces’ technological advantages over potential adversaries (primarily 
immediate neighbours). This involved developing, in particular, advanced C3 (command, 
control and communications), ISR (intelligence, surveillance, reconnaissance) and logistic 
capabilities. While such projects continued behind the scenes, more obvious evidence of 
Singapore’s steady investment in defence included continuing major procurement programs 
involving combat aircraft (another twenty F-16C/Ds ordered in July 2000, as well as entry 
into the Joint Strike Fighter program as an observer in 1999) and naval vessels (six frigates 
ordered from DCN in March 2000).

With gradual economic recovery, defence spending has begun to grow again in Indonesia, 
Thailand and Malaysia. But additional funding has been insufficient to resuscitate the 
ambitious modernisation programs that the Indonesian and Thai armed forces planned in 
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the 1980s and early 1990s. In Indonesia’s case, the defence budget still provides perhaps 
only 30% of Tentara Nasional Indonesia’s (TNI’s) overall needs. The bulk of military funding 
derives from military-controlled commercial operations (both legal and illicit), from regional 
administrations (which have financed some recent procurement, including the purchase of 
patrol boats), and from reserve funds (which are used not only to pay for operations, but 
also for some major procurement). The saga of the TNI’s efforts over the past several years 
to purchase helicopters, corvettes and Su-30 combat aircraft has demonstrated the extent 
to which the procurement process is ad hoc and subject to inadequate political control. 
Nevertheless, there’s been substantial Indonesian investment in procurement—the two 
additional Sigma corvettes ordered this year will alone cost US$950 million.

Thailand’s armed forces are still in a ‘make do and mend’ phase, with recent significant 
‘new’ procurement limited to items such as early model F-16 fighters donated by Singapore, 
and refurbished UH-1H helicopters. Evidence of how hard-pressed Thailand’s armed forces 
remain in terms of funding—partly now as a result of the need to fund operations in the 
south of the country—is seen in the requirements set out for competitors in the program to 
procure sixteen new fighter aircraft. As well as paying in rice or frozen chicken, Bangkok will 
require at least 100% industrial offsets, as well as provision for local assembly.

Only in Malaysia has defence procurement (funding for which is hard to assess because 
of the country’s rather opaque budgeting system for development spending) recovered 
significantly and allowed the full-scale resumption of programs suspended in the late 1990s. 
But even in Malaysia’s case these programs are being scaled down or stretched out into the 
medium term. For example, the ambitious program to build twenty-one New Generation 
Patrol Vessels, mainly in local shipyards, has been reduced to just four ships. The defence 
component of the Ninth Malaysia Plan (covering 2006–10) will mainly fund equipment 
already ordered, including Su-30 fighters, PT-91 tanks and Scorpene submarines. Additional 
funds may become available to purchase F/A-18F combat aircraft and A400M transports, 
but other long-planned procurement programs—notably for airborne warning and control 
system (AWACS) aircraft—will probably be deferred until after 2010.

One major motivation for Malaysia’s revived military 
procurement is its competition with Singapore, which stands 
out more than ever in the region because of its efforts to 
develop its armed forces.

One major motivation for Malaysia’s revived military procurement is its competition with 
Singapore, which stands out more than ever in the region because of its efforts to develop 
its armed forces. Singapore’s defence spending has increased fairly steadily during the 
current decade, and at US$5.6 billion in 2005–06 is now approaching three times Thailand’s 
(whereas they were more or less at the same level a decade ago).

At the other end of the Southeast Asian military spectrum is the Philippines, where chronic 
funding shortages have prevented implementation of the Armed Forces of the Philippines 
Modernization Act, which is supposed to have guided development of the armed forces 
since 1995. At US$800 million annually, Manila’s defence spending is by far the smallest of 
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any of the larger Southeast Asian states (that is, excluding Brunei, Cambodia, East Timor 
and Laos).

Because of the nature of their political systems and economies, it is difficult to estimate 
defence spending by Myanmar and Vietnam—neither of which was directly affected by 
the 1997–98 crisis—with any accuracy. However, it is clear that despite their overall national 
poverty neither of these states has opted out of modernising its conventional forces, in the 
way that the Philippines has since the 1990s. Both Myanmar and Vietnam—looking towards 
deterring potential challenges from Thailand and China, respectively—have, for example, 
taken delivery of advanced Russian combat aircraft since 2003. In addition, in April this 
year Vietnam signed a major arms deal with Poland, which will supply ten M-28 Skytruck 
maritime patrol aircraft, search and rescue helicopters, forty second-hand Su-22M strike 
aircraft, and 150 T-72 main battle tanks.

In general, the emphasis seen during the 1990s on developing navies and air forces, and to 
a lesser extent army rapid deployment forces, has continued. But militarily significant new 
capabilities have been slower to develop than might have been expected a decade ago. With 
its key advantages of a highly developed economy and a relatively well-educated population, 
reinforced by increasingly intense interaction with the armed forces, defence industries and 
research and development (R&D) establishments of the US and other advanced industrial 
states, Singapore has made the most progress. Most importantly, the city-state has 
increasingly fielded sophisticated command, control, communications and computers (C4) 
and ISR assets—including satellite capabilities—which far outclass those available to other 
Southeast Asian countries. Singapore has also stressed joint-service operations, and has 
made considerable investments in simulators for training and in infrastructure.

… a strong case can be made that the armed forces of most 
Southeast Asian states simply do not need to develop 
advanced military capabilities and, indeed, that it would 
represent a diversion of scarce national resources …

Singapore’s defence ministry has made overt efforts to transform the military by 
establishing the Future Systems Directorate and the Singapore Armed Forces Centre for 
Military Experimentation. Almost 10% of Singapore’s military budget is now channelled 
to R&D, information technology procurement and experimentation. But there is little 
sign of similar developments elsewhere in Southeast Asia, despite efforts since the early 
1990s by Malaysia and Thailand to improve their C4 and ISR capabilities. The only potential 
peer-competitor for Singapore in terms of military transformation is Malaysia, but the trend 
of recent Malaysian military procurement has indicated a dominant interest in acquiring 
major, expensive, high-profile systems which may not necessarily improve effective military 
capability: the preference for main battle tanks over AWACS aircraft hardly indicates a 
forward-looking defence mindset. Joint-service cooperation remains rudimentary in most 
Southeast Asian states apart from Singapore.

However, a strong case can be made that the armed forces of most Southeast Asian states 
simply do not need to develop advanced military capabilities and, indeed, that it would 
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represent a diversion of scarce national resources from more important and pressing uses 
if they attempted to do this. During the 1990s, there was a widespread expectation, both 
in the region and among outside observers, that with the diminution of internal security 
challenges Southeast Asian armed forces would evolve more effective conventional 
capabilities and begin to resemble their counterparts in advanced industrial states more 
closely. In the event, internal security problems—deriving particularly from ethnic and 
regional separatism—have been surprisingly durable, and managing such low-intensity 
domestic security concerns has remained the primary role of the armed forces in Indonesia, 
Myanmar and the Philippines, all of which have mounted large-scale counter-insurgency 
operations since 2003.

There is little prospect that these armed forces will be able to withdraw from internal 
security in the foreseeable future, despite the partial respites that the August 2005 peace 
agreement in Aceh and the possibility of a settlement between Manila and the Moro Islamic 
Liberation Front might provide for the Indonesian and Philippine militaries, respectively. And, 
with the re-eruption of armed rebellion in the ‘deep South’ since January 2004, maintaining 
internal security has again become a preoccupation for Thailand’s military. At the end of 
August 2005, Thai Defence Minister Thamarak Isarangura warned that he would push for 
the army to take over full responsibility for internal security in the south if police efforts to 
quell separatist violence are unsuccessful. Though police forces and intelligence services 
may play the main part in counter-terrorism operations, concerns that internationally 
linked terrorist groups (including Abu Sayyaf and other Philippine organisations, as well as 
the pan-Southeast Asian Jemaah Islamiyah) are able to exploit for their own purposes the 
lawlessness generated by separatist conflicts have accentuated the sense that the armed 
forces still have key domestic security roles to play in some Southeast Asian states.

… the effective stalling of military modernisation programs 
and the continuing or revived importance of internal security 
operations have complicated efforts to advance military 
reform and strengthen democratic civilian control.

In consequence, some of the most significant recent developments in Southeast Asian 
armed forces have been related to their domestic roles. In early 2005, the Armed Forces 
of the Philippines began implementing a five-year, US$600 million, Capability Upgrade 
Program, focused on acquiring basic individual and unit equipment, aimed particularly 
at enhancing the mobility, firepower and communications of counter-insurgency forces. 
Indonesia’s defence ministry is planning to reinforce substantially military deployments 
in eastern Indonesia. This region is the locus of continuing sporadic communal clashes in 
Maluku and Sulawesi, as well as separatism in Papua, and has sometimes seemed in danger 
of becoming ‘ungoverned territory’ since the fall of Suharto’s New Order. A third Kostrad 
(Strategic Reserve Command) division will be formed, with its headquarters in Papua, which 
from 2008 will also provide the base for a fourth Marine brigade.

In Thailand, the army deployed at least four additional infantry battalions to the south 
during 2004. In February 2005, Bangkok announced that it would establish a new 
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12,000-strong ‘development division’, specially equipped for civil engineering and psy-war 
operations, in the three southernmost provinces by 2008. In some cases, armed forces 
in the region have developed specific counter-terrorist capabilities. Singapore’s army, for 
example, has established a brigade-strength Chemical, Biological, Radiological and Explosive 
Defence Group.

While a military focus on domestic security roles may be necessary under current conditions 
in parts of Southeast Asia, it may generate political ramifications. From the point of view 
of those interested in promoting security-sector reform and the democratic control of 
armed forces in Indonesia, the Philippines and Thailand (where the political dominance of 
the military had been removed during the 1980s and 1990s), the development of externally 
oriented capabilities, reductions in the overall size of the armed forces and an emphasis on 
developing navies and air forces at the expense of armies would ideally have been paralleled 
by the military’s final retreat from residual political, social and economic roles and influence. 
However, in all three national cases the effective stalling of military modernisation programs 
and the continuing or revived importance of internal security operations have complicated 
efforts to advance military reform and strengthen democratic civilian control.

At the same time that events have reconfirmed the importance of internal security as a 
preoccupation for some Southeast Asian armed forces, low-intensity maritime issues have 
also loomed large. In the wake of the controversial US proposal for a Regional Maritime 
Security initiative during the first half of 2004, Southeast Asian states have been forced 
to demonstrate their recognition of the need to counter piracy and potential maritime 
terrorism, particularly in the Malacca and Singapore Straits and in the Sulawesi Sea, where 
the maritime territories of Indonesia, Malaysia and the Philippines meet (and are contested). 
While many of the most well-publicised maritime security developments since 2004 have 
involved enhanced cooperation among regional states or between regional states and 
non-Southeast Asian powers, the littoral states have also made efforts to improve their 
maritime security capabilities.

With major Southeast Asian states’ navies looking beyond coastal patrol and concentrating 
on developing blue-water capabilities (notwithstanding the impact of funding cuts since 
the late 1990s), some paramilitary maritime forces have been strengthened to deal with 
low-intensity challenges at sea. In March 2005, the Malaysian Maritime Enforcement 
Agency—effectively the country’s coastguard—became operational under the command 
of a one-star naval officer and assumed responsibility for law enforcement in Malaysia’s 
territorial waters and exclusive economic zone. Singapore’s Police Coast Guard has received 
new equipment and facilities. But Indonesia’s deficient maritime capabilities have remained 
the weakest link in regional efforts to manage the problem of piracy.

Conclusion

Overall, Southeast Asia’s larger armed forces have renewed their equipment significantly 
over the past decade, and this process is set to continue. Air forces and navies have become 
more important components of regional militaries, receiving increased shares of both overall 
and procurement budgets. But the impact of the 1997–98 economic crisis and, in some 
cases, the demands of low-intensity challenges, have impeded more thoroughgoing military 
modernisation. Whether or not Southeast Asian states are able to modernise their militaries 
as thoroughly as Singapore depends in large part on their economic progress and—in some 
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cases—on the extent to which they are able to manage successfully the internal security 
challenges that continue to demand considerable military attention.

A final point is to emphasise the extent to which defence policy, including military 
modernisation, remains a quintessentially national concern in Southeast Asia, as it does 
in most parts of the world. While there has been much talk recently about establishing 
an ASEAN Security Community, concrete defence cooperation between ASEAN members 
remains extremely limited, and at the multinational level non-existent. Several ASEAN 
members collaborate on defence in greater depth with extra-regional partners than with 
their regional neighbours. This is likely to remain the case until bilateral tensions between 
ASEAN members diminish or until strong, commonly held threat perceptions emerge among 
Southeast Asian governments. Neither of these conditions is likely to be satisfied in the short 
to medium term.
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THE CHANGING FACE OF TERRORISM IN 
INDONESIA: WEAKER, MORE DIFFUSE AND 
STILL A THREAT

Sidney Jones

When we look at jihadist organisations in Indonesia, we’re dealing with a constantly 
changing phenomenon and a constantly expanding information base. As a result, I’m 
also constantly modifying my views as to the exact nature of the threat, but I believe the 
situation at present is this:

Indonesia is far better off in security terms than it was three years ago, because of rapidly 
improving law enforcement, hundreds of arrests, better understanding of the scope of the 
problem, and clear public outrage over the bombings that have taken place.

Jemaah Islamiah (JI) has been seriously hurt: of the 250-odd 
people under arrest in Indonesia alone for actions related to 
terrorist activities, about half of them are JI.

Jemaah Islamiah (JI) has been seriously hurt: of the 250-odd people under arrest in Indonesia 
alone for actions related to terrorist activities, about half of them are JI. The blow that these 
arrests have dealt to the organisation has apparently led to some serious introspection 
among top JI leaders and a decision to more formally distance the organisation as a 
whole from the actions of its most hardline members, exemplified by the two Malaysian 
nationals, Noordin Mohammed Top and Azhari Husin*—the masterminds of the Australian 
embassy bombing.

But there’s some indication that those two are in the process of creating their own force, 
drawn from young members not just of JI but of smaller, regionally based organisations, 
some of them affiliated to the Islamic charity KOMPAK, others to Darul Islam and some 
of its factions. These young recruits seem to get drawn in through personal networks of 
mujahidin, many of them forged during fighting in Ambon and Poso, the sites of the two 
major communal conflicts that broke out in post-Soeharto Indonesia.

It’s important to distinguish between the pro-bombing faction of Noordin and Azhari, and 
JI as an organisation, because they pose different kinds of problems. The first poses the 
immediate threat in terms of violent attacks, both against Western and Indonesian targets; 
the latter has the capacity to grow and establish more lasting roots—and even if it doesn’t 
share the al-Qaeda-like approach of the bombers, it still believes in the need to develop 
military capacity to achieve its longer term goals.

Over the last 12 months, one of our main themes has been ‘It’s not just JI’—we have to 
understand the smaller organisations and the ad hoc networks. But as it becomes clearer 
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that Noordin and Azhari are splitting off, leaving a damaged and changing organisation in 
their wake, I think we’re also going to have to focus on where the ‘new’ JI may be headed.

The ‘new’ JI

What does the new JI look like? First, it’s only new in that we have to think of it as JI minus 
the bombers; the views of the people who are trying to get the organisation back on track 
haven’t substantially changed—they were always opposed to bombings on several grounds. 
The most important reason was that jihad against the US and its allies could not be justified 
on Indonesian soil, if no Western attacks were taking place there.

But it’s been the decimation of the organisation’s ranks through arrests following the Bali, 
Marriott and embassy bombs that has given the need to consolidate the organisation a new 
urgency. We believe that effort is going on both in Indonesian prisons, among JI members 
detained there, as well as on the outside, and the people who are involved believe that much 
of JI’s current predicament is directly attributable to poor leadership of Abu Bakar Ba’asyir. 
They believe that he gave no strategic vision to the organisation, that he said yes to anything 
anyone proposed, and that he didn’t act to discipline JI members who went out of bounds.

As of about July 2004, that is, even before the embassy bombing, the leaders of this 
wing decided that it was permissible for members to inform on Azhari and Noordin if, for 
example, they had knowledge of their whereabouts. Up until that time, the official position 
was that JI members should not take part in operations with the two men, but that it was a 
good deed to protect them, and a sin to turn them over. Many of the JI members opposed to 
bombings remain uneasy about the harder line.

The problem, of course, is that you can’t train people from a 
clandestine organisation like this in the use of weapons and 
explosives and expect that they will be law-abiding members 
of society.

But if the JI consolidators are opposed to bombing Western targets, it doesn’t mean that 
they are necessarily a benign bunch. Their goal is an Islamic state in Indonesia, but it needs 
to be built from a secure base, a qoidah aminah where Islamic law can be fully applied. 
Not only is there not yet any such place in Indonesia, but if there were, JI leaders believe it 
would encounter resistance from the Indonesian government or from non-Muslims. They 
thus believe they have to acquire the military capacity to protect themselves in the short 
term, as well as to eventually take on the Indonesian state 25 or 30 years down the road. 
They are concerned about the greying of the Afghan alumni and the fact that their skills 
are getting rusty, and they believe that it’s critical to keep knowledge of weaponry and 
explosives technology up to date. The problem, of course, is that you can’t train people from 
a clandestine organisation like this in the use of weapons and explosives and expect that 
they will be law-abiding members of society.

When I was looking into the embassy bombing, one person told me that the role of 
the JI-East Java network in the lead-up to the bombing was only to provide shelter and 
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protection for Noordin and Azhari. I asked him if that were the case, why did the head of 
JI-East Java send a couple of young apprentices to study bomb-making with Azhari while 
they were in hiding? He said the idea wasn’t that the apprentices would help with an actual 
operation, but that JI was worried that Azhari would get captured before he could pass on 
his technical skills to a new generation.

The main focus of the ‘new’ JI will be education and dakwah to build a mass base, relying 
heavily on its network of 18 schools. We have a much better idea now of how these schools 
are used for recruitment but it doesn’t make the question of what to do about them any 
easier. Effectively, indoctrination on jihad, using the writings of Abdullah Azzam among 
others, begins when the students, both boys and girls, are about 14 and continues until they 
graduate. Since the Ambon and Poso conflicts waned, there is no military training as such 
on the grounds of these schools. The teachers have a chance to observe the students over 
several years and gradually bring them into more selective study circles. The better students 
will be directed into teacher training, and be sent for a year after graduation to do ‘practice 
teaching’ in like-minded pesantrens, charities, or mosques. Throughout the year, they will 
be observed by a JI ‘supervisor’ and those with demonstrable teaching abilities, charisma, 
and religious commitment will be invited to join the organisation. But the number invited 
is small—we heard that of last year’s graduating class of 30 at one school in East Lombok, 
three ended up being inducted into JI.

The schools can’t be shut because there’s no obvious criminal activity going on in them, and 
as the director of Ngruki once said plaintively (and disingenuously), ‘We have no control over 
what our students do when they graduate….’ But it shouldn’t be so difficult to monitor the 
students, especially if the schools continue to produce yearbooks like the 1995 edition we got 
for Ngruki’s teacher training program. Not only did it have mug shots of the students and 
descriptions of their likes and dislikes like any other yearbook, but it listed their addresses and 
their parents’ names, and included street maps to their houses.

The schools are also important because many of the JI inductees, future leaders, of the 
organisation, are employed as teachers, and we understand that some of the low-profile 
school directors and senior teachers are being tapped to fill vacancies in the central 
command created by the arrests.

Three questions we need to think about, then, for the revamped JI are: where and how 
will JI move to establish a secure base? We know Poso was in their sights, as were parts 
of North Maluku. Those areas could be given particular attention for law enforcement, 
governance, management of communal tensions, and perhaps vocational programs.

Second, is there any possibility that the same leaders who have given the green light to 
inform on Noordin and Azhari can be persuaded to work within the political system rather 
than outside it, or at least to drop the commitment to military training as an element of 
their longterm strategy? Right now it seems unlikely, but the only chance to influence the 
direction of the organisation may be while key ‘revampers’ are in government custody.

Third, what can shape the direction of these schools? What kinds of government 
interventions might be possible? It might be more effective to look more at monitoring 
of academic standards than at trying to define what constitutes problematic speech or 
teaching materials. We may also find that the further removed Indonesia becomes over time 
from Soeharto-era repression and the bitterness of the communal conflicts, and the more 
vocal Islamic political parties in national and regional parliaments become, the less there 
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will be a felt need to work through clandestine organisations—and the less these schools 
will matter.

But I do think we have to understand that there is a new generation on the way up, and we 
need to know how domestic and international developments may shape its development.

The Noordin-Azhari group

The immediate danger to foreign targets unquestionably comes from the two Malaysians 
and their followers. It has been clear since the Marriott bombing of August 2003 that 
Noordin and Azhari have been operating outside the command structure of JI but with 
plenty of assistance from individuals within it. Until recently, it seemed as though they could 
go on indefinitely making use of ad hoc networks of personal contacts, some of them JI but 
many of them not, and most of them forged through shared experience in Ambon, Poso 
or Mindanao.

Rois, the key field operative for the embassy bombing who was sentenced to death two days 
ago by a Jakarta court, came to Noordin’s attention this way. In April 2004 while on the run, 
Noordin asked one of his JI protégés, named Urwah, where he could find some additional 
fighters with real commitment to jihad. Urwah said, ‘I know a man in Bandung …’ It’s likely 
to have been Rois’s track record in Poso that made Urwah think of him. Noordin sent Rois a 
letter, and within weeks, Rois had established a military training camp designed to select 
suicide bombers. The tie was personal, not institutional, although there was a history of 
cooperation between JI and the Darul Islam splinter group that Rois belonged to.

Now there is some indication, but information is still sketchy, that these ad hoc 
arrangements may be morphing as a more structured organisation. The phrase we’ve heard 
used to describe this is thoifah or (ta’ifah) muqatilah, loosely translated as ‘combat unit’. The 
phrase has been around in JI since October 2002 when it was used as the new, improved 
term for special forces units, then known as laskar khos. But it seems now to be used in 
reference to Noordin and Azhari’s followers, many of them young men in their early 20s from 
a variety of organisational backgrounds with rudimentary religious training, who share a 
vague commitment to the al-Qaeda worldview and who castigate the mainstream JI leaders 
as lazy men who just sit around and are no longer interested in jihad.

We don’t think their numbers are large, and they’re probably 
not well-resourced, but if you’re dealing with suicide bombers 
you don’t need very many people.

We don’t think their numbers are large, and they’re probably not well-resourced, but if you’re 
dealing with suicide bombers you don’t need very many people. Moreover as the bombing 
on May 28 in Tentena, Central Sulawesi, shows us, you can kill a lot of people with very 
amateurish explosives, as long as you pick the right time and place.

As we explore how some of these hardliners come together, one issue that becomes 
apparent is the problem of ‘leftover’ mujahidin—people who went to conflict areas to fight 
and then either stayed on or returned home but kept up ties to the area. These men are not 
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a problem because they’re unemployed or destitute: many are self-employed traders. But 
they made their reputation as fighters, and there’s less and less opportunity to fight. It’s 
some of these people who are either looking for ways to make trouble or appear to be easily 
drawn into teams of field operatives.

If the government and donor agencies could take a renewed look at these conflict areas and 
look at ways of reintegrating these leftovers, in the same way that one demobilises and 
reintegrates former insurgents, they might be able to eat away at the recruiting pool for 
jihadist operations.

International linkages

Obviously Indonesian jihadist groups are going to be more dangerous to the extent that they 
maintain contact with groups outside the country engaged in terrorism. The Philippines 
continues to be a major problem. Training of Indonesians, and of Abu Sayyaf members 
by JI members is continuing. If the Noordin and Azhari are the two most wanted men in 
Indonesia, the two Bali bombers, Dulmatin and Umar Patek, are probably the two most 
wanted men in the Philippines. They appear to be not only actively recruiting new trainees 
but helping to up the technical capacity of Abu Sayyaf. Mindanao remains the destination 
of choice for Indonesian jihadists fleeing police pursuit; the good news is that it has become 
harder and harder to get there because of increased border surveillance. We have one recent 
case of Saudi money being used to fund training in the Philippines for Indonesians, and there 
could be more that we’re not aware of.

Southern Thailand? Tantalizing hints here and there of possible connections, but no hard 
evidence linking JI members to any of the violence taking place there.

The real black hole in terms of international connections 
for Indonesians and other Southeast Asians, however, is 
South Asia, particularly Pakistan and Bangladesh.

The real black hole in terms of international connections for Indonesians and other 
Southeast Asians, however, is South Asia, particularly Pakistan and Bangladesh. There is 
a large Southeast Asian student population in both places, with Indonesians, Malaysians, 
and Thais in Pakistan and a large number of Thais—but we don’t know how many—in 
Bangladesh. The dangerous liaisons are going to be taking place here, and if Southeast 
Asians ever start getting recruited to fight in Iraq, it’s probably going to be from here or the 
Gulf that the recruitment takes place, not directly from Southeast Asia.

What does all this mean for policy?

There are at least three kinds of policy initiatives that come up when speaking of counter-
terror initiatives. The first is aimed at improving intelligence analysis and law enforcement, 
the second at stopping recruitment into terrorist organisations, and the third changing the 
environment that enables the terrorists to operate—the much vaunted battle of ideas.
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The first is in some ways the easiest. Aid to police is relatively straightforward, the needs 
are clear, and you can measure the results. In Indonesia, there’s no question that this kind of 
assistance is paying off—With the exception of the notable failure to get the top two men 
on the wanted list, the Indonesians are doing a very good job. It’s also been interesting to 
read testimony in the Australian embassy bombing from witnesses who were asked to take 
part and refused—because they feared the consequences.

The second, stopping recruitment, is harder. I’ve mentioned the schools, but more general 
recruiting goes on in mosques and universities in particular areas of the country. We could 
draw up a list today of 20 mosques named in interrogation depositions as being centers 
of recruitment and be pretty sure that some of the same study sessions under the same 
preachers are going on. But what are the grounds on which you stop this without creating an 
uproar over violations of freedom of speech or freedom of religion? One of the reasons the 
Indonesian police have been as successful as they have is precisely because they’ve avoided 
arbitrary arrest, and virtually every single person kept in detention on terrorism grounds 
for more than a few days has been on the basis of solid evidence—and that’s important to 
create the political space to work against terrorism.

If you’re going to turn to religion to address the recruitment issue, and it IS probably possible 
to turn some of these potential recruits away from using violence, it can probably only be 
done through individuals who have legitimacy within the salafi jihadi network—and that 
effort is already under way.

Sometimes I think we tend to assume that the difference between ‘moderates’ and 
‘extremists’ is just a question of education or exposure to different kinds of preaching, that 
two young Indonesians are basically the same, only one has been exposed to one kind of 
teaching and the other to its opposite. But it doesn’t work that way. In West Java, the young 
people that go into jihadist organisations are disproportionately from families with ties back 
to the earlier rebellions or one particular local puritanical Islamic association. It’s as much 
a cultural and historical legacy as an issue of belief. In central Sulawesi, the most radical 
jihadists are former thugs who lost family members in the violence. These are not the kind 
of constituencies who are going to respond positively to interfaith dialogues or exhortations 
from moderate Muslim leaders to eschew violence.

But if Iraq isn’t much of a factor in terms of who joins 
terrorist organisations in Indonesia, it is an important 
environmental factor: it’s going to make some Indonesians 
less willing to condemn terrorist acts …

Finally the international environment: what difference, if any, has the war in Iraq made to 
the threat from terrorism in this part of the world? It certainly hasn’t done any good, and it’s 
kept the flames of jihadism alive, but it’s not clear that it’s increased the recruiting pool for 
terrorists in this region. Australian involvement in the war WAS one of the reasons cited by a 
few of the bombers for why the Australian embassy in Jakarta was targeted last September, 
but it wasn’t the only reason they gave, and almost all the individuals involved were drawn 
into the jihadist net long before the war began.
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But if Iraq isn’t much of a factor in terms of who joins terrorist organisations in Indonesia, 
it is an important environmental factor: it’s going to make some Indonesians less willing to 
condemn terrorist acts, it reinforces the misguided notion of terrorism as the weapon of the 
weak, and it’s going to raise hackles from politicians against any government initiative that’s 
seen as capitulating to Western pressure.

Conclusions

In sum, I think security in Indonesia has greatly improved since Bali. I think law enforcement 
has improved, and the support base for terrorism has shrunk. The marginalisation of the 
bombers like Noordin and Azhari is a good thing, and even if they form their own group, 
I think the capacity to pull off large spectacular actions is probably weakened.

That said, no one should be complacent. There are too many dangerous people still at large, 
too many unknowns in terms of local and international connections, and too many changes 
taking place to know for sure what’s in store.
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GLOBAL STRATEGIC CHANGE: IMPLICATIONS 
FOR AUSTRALIA AND THE REGION

Abdul Razak Baginda

Thank you, Peter. Good afternoon, ladies and gentlemen. When I first received an invitation 
from the institute I obviously accepted it with some degree of trepidation. To begin with, 
it’s one thing to talk about global strategic trends or global strategic change but another 
to talk about implications for Australia. It’s like playing away from home. Second, being the 
last speaker I could obviously end my talk in about one minute and say that everything has 
been said, and all I need to do is thank all the speakers and end the conference, but obviously 
I have to earn my keep. I also like to believe that—perhaps in a false sense of importance, 
here—that you guys have saved the best for last.

What I want to do this afternoon is to look at a number of what I would refer to as global 
strategic trends, as opposed to global strategic change. I want to look at three or four trends 
and then I will look at the implications, not necessarily to Australia but to the region as a 
whole. I think, if you look at it on the surface, that the more we look at the current global 
strategic environment or global strategic landscape, the more we feel that nothing much 
has changed. As the Latin phrase goes, tempora mutantur, et nos mutamur in illis—the 
more things change, the more they remain the same. Obviously, players have changed but 
the nature has remained the same. For instance, if you look at the rise of great powers, we 
talk about the rise of China. Fifteen to twenty years ago we talked about the rise of Japan. 
I remember in the 1980s we had books, and the title of one which was very provocative was 
The coming war with Japan; I’m sure you remember all that. Today I’m reminded of a book, 
I think it was by Gordon Chang, entitled The coming collapse of China. If you look at great 
power competition, great power rivalry, over the last two days we’ve heard references being 
made to 1914, even way before the 20th century.

I think I could make a presentation here and we could all be living in the 1900s and I’d 
still be quite relevant, but I think there is obviously some degree of change. In terms of 
competition, there’s undeniably great power competition. But perhaps the difference is 
that the nature of competition is perhaps not antagonistic; nor is it conflictual. Perhaps it is 
keeping up with the Joneses, or wanting to make sure that you keep your preponderance, 
but there’s no element of conflict in mind. I think no-one is talking about orders of battle; 
people are looking at markets, at the ways and means to penetrate China, for instance, or 
other countries.

I want to identify about three or four strategic trends, and I may have quite a different 
perspective from my fellow Southeast Asian scholars, not necessarily represented here in the 
past two days. Let me start off with China. There is no doubt that China, even though it is 
region-centric, has global implications. When it comes to looking at China, I’m disappointed 
on one subject: that is, when I look at scholars around the region, we’ve rendered ourselves 
into being more apologist for China, and sometimes we’re intellectually less than honest 
when we look at China. I can understand why leaders in the region pay tribute to China; I 
think Kwa made a very interesting point about Asian leaders paying tribute to China.
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I can understand if our leaders do that for a variety of reasons, but sometimes on the 
intellectual front we tend to be less than honest when we look at China. When we look at 
China, we look at this whole dichotomy between threat or opportunity, and I think there’s 
a bit of both. Most people would not highlight the threat and look at opportunity. No-one 
today in their right mind would push the threat to the forefront, but I think the threat is 
always at the back of our minds, mainly because of the uncertainty evolving around China. 
We’ve heard so much about China over the past two days, and I think everyone would leave 
this room feeling more uncertain than certain about China. We know what China is going to 
do in the next ten years, perhaps five to ten years, but beyond that we aren’t too sure.

I feel that if you look at China there is an element of being terrified about China, because of 
the contradictions that exist in the country. I don’t really want to go into it at length because 
it has been discussed over the past two days. Obviously, there are opportunities there and 
I think all of us to some extent are hedging our bets. I was once quoted in Time magazine, 
in which I said that China has become one big vacuum cleaner, because it is sucking up all 
our foreign investment. On that score alone, many companies in Malaysia, and likewise in 
many other parts of Southeast Asia, lament about how a lot of the businesses and foreign 
direct investment that used to flow into this part of the world are now being diverted to 
China. That is not a threat, but certainly it is eating into our so-called competitive advantage. 
Malaysia, for instance, I think has lost out to China in many areas. To some extent, it’s good 
because it forces us to go up the production line—we’re less labour intensive today—but it’s 
the China factor that has forced us to take such an approach. If China had not emerged as it 
has done, I don’t think Malaysia would have been forced to take such a step.

… there is an increasing level of frustration with the US, given 
the inability of states to advise and to influence US behaviour.

The second issue in regard to global trends is the position of the US. The essential question 
is how do you deal with a US which is increasingly—I was scratching my head as to what 
term I should use—perhaps in self-isolation mode. Not isolation in the traditional sense 
of the word, but isolation because it is increasingly unilateral. As a result of that, there is 
an increasing level of frustration with the US, given the inability of states to advise and to 
influence US behaviour. Sometimes for smaller countries like Malaysia, when our leaders go 
to Washington DC and pay a courtesy call on President Bush, there are a lot of expectations 
as to what Adullah Badawi, for instance, can do when he speaks to Bush. Likewise, I’m sure 
when Howard goes up to Washington DC there’s an increased expectation as to what 
he’s going to tell Bush and to what extent he can influence Bush. At the end of the day, 
the frustration increases because of the inability to influence or even advise the US. This 
increasing unilateralism has led, as I will suggest later, to some sense of desperation, to some 
sense of the need to not necessarily counter the US, but to ensure that there are different 
power centres, and we have referred to that already over the past two days.

The third trend is something that Sidney talked about just a while ago: the rise of what 
Dr Ullman yesterday called jihadist extremism. I just want to call it religious violence. Some 
say, ‘Just call it whatever it is. If it’s Islamic, call it Islamic. You don’t have to apologise about 
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it. Call it Muslim because Muslims are the major perpetrators in this. Let’s not be apologetic 
about it’. Whatever you call it, I think that is obviously a major problem. I always have this 
problem about identifying terrorism as a problem, because all of us as students of strategic 
studies and warfare know that terrorism is only a tool, it’s only a method. What we have to 
address are the perpetrators, the people who employ terrorism as a means to a political end.

I just want to make one point about the whole issue of the rise of religious violence. We 
talk about the need to look at root causes, and I think that Islamic countries would have to 
bear the full responsibility of what’s happening, because of the enormous contradictions 
that exist in all Muslim countries all over the world. Opportunists have obviously exploited 
the frustrations of many, many Muslims. Yesterday we heard—and I still wonder what the 
source is—Dr Ullman mention some 15 million Muslims who are sympathetic to Jihadist 
extremism. Sympathetic and not necessarily supportive, but sympathy exists among many, 
many Muslims.

Let me just give you one example—southern Thailand. That is a very, very sensitive issue as 
far as Malaysia and Thailand are concerned, because the Thai Government accuses Malaysia 
of supporting the insurgents. But let me just paint you a scenario, which is a real scenario, 
and you tell me whether I’m supporting the southern Thais or not. Every Friday, if you go 
to the mosques for Friday prayers, all sorts people ask for donations for all sorts of causes, 
such as to build a mosque in your village. On many occasions, I’ve come across people from 
southern Thailand who come to the mosques and actually put up a box and say, ‘This is for 
donations for mosques in southern Thailand’, and a lot of us actually dig in our pockets and 
contribute. The issue here is that there’s no way for us to know whether the money that he 
is collecting will end up building a mosque or buying arms for the insurgents. For instance, 
after Tukbai there was one Islamic-based non-governmental organisation in Malaysia that 
started collecting donations for the families of victims of Tukbai. Bangkok protested to our 
foreign ministry and said that this is intervening in the domestic affairs of Thailand. Now, is 
it or isn’t it?

We talk about the need for inter-religious discussion and 
dialogue, but I think there should be more dialogue within the 
Islamic world and, unfortunately, this is not going anywhere.

I would suspect that this happens all over the world and in many mosques. The issue here 
is that Islamic countries or Muslim-dominated countries often point a finger at the West 
for the ills of the world, but I think Muslim countries themselves will have to bear the brunt 
of causing these contradictions. Currently, it is one of my favourite subjects to look at the 
so-called contradictions in the Islamic world. I’m obviously very unpopular when I talk about 
this subject in Malaysia, but I still do it and I can talk at length on it. Let me just give you one 
example. Most Muslims would have difficulty in trying to associate themselves with Saudi 
Arabia, given the contradictions that exist in that country. You look at the fact that women 
still can’t drive in Saudi Arabia, and I have to explain to a lot of my non-Muslim friends that 
what’s happening there has got nothing to do with Islam but is some fixation they have 
about the role of women in their society. But it’s very difficult, at the same time, to tell them 
that Saudi Arabia is the custodian of Medina and Mecca.
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All Muslim countries know this and they cringe when they talk about Saudi society, but we 
obviously don’t say anything about Saudi Arabia. Do you know why? It’s not about strategic 
balance or wanting to please Americans. The Saudis actually have leverage in all Muslim 
countries, because they can determine how many of our citizens make it to Mecca every year. 
They’ll decide how many we can send, and this is a very important political issue at home. 
For instance, in the case of Malaysia, I think we’re given an allocation of 20,000 Muslims 
who are allowed to go to Mecca to do the hajj. Sometimes they give us a bonus, and there 
will be another 20,000, but if something happens and they’re not too happy with us they’ll 
tighten the screws, and most Muslim countries are fearful of that. My only point about this 
rise of religious violence is that I would like to see more Muslim countries addressing the 
contradictions that exist in their own countries, rather than look at and point the finger at 
the Western world. We talk about the need for inter-religious discussion and dialogue, but I 
think there should be more dialogue within the Islamic world and, unfortunately, this is not 
going anywhere.

Another point perhaps—a point that Sidney made—is about this crescent descending on 
Southeast Asia. It reminded me of Winston Churchill when he talked about an Iron Curtain 
descending on eastern Europe. I think a crescent, an Islamic crescent, has descended on 
Southeast Asia. You’re right, Sidney; it’s anyone’s guess, the extent of the coherence of 
this crescent, and whether it has any degree of continuity. There are still lots of gaps in our 
knowledge of this subject.

So what do we do with all this? I think of this as turning us all schizophrenic, and I think we’re 
getting very good at being schizophrenic. It’s like going to a restaurant and being asked 
whether you want à la carte or a buffet: I think obviously we have all opted for the buffet, 
whether it’s lunch or dinner. The spread of options on the table is plentiful, so let me just 
quickly highlight some of them (and this is not rocket science, either).

At the end of the day, all of us are strengthening our domestic security and military 
capabilities. Martin van Creveld talked this morning about nuclear proliferation continuing, 
and I think in military capability there will always be a balance between having conventional 
and nonconventional capabilities. Before 2001, before September 11, most countries 
had embarked on modernisation. I know in the Malaysian armed forces, for instance, as 
Tim highlighted this afternoon, we started on a modernisation program. We wanted to 
transform from essentially a counter-insurgency force to a conventional force. Even before 
9/11 there had been a number of attacks by some Islamic groups in Malaysia, so we knew 
that something wasn’t right and we knew that we had to do some degree of balancing. 
Nonetheless, we continued to have this balance. So, at home we’re all trying to strengthen 
our domestic capacities.

The second level, of course, is bilateral and I would like to spend a little bit more time on 
this. The first point is about strengthening the frameworks, and I think it’s getting a little bit 
interesting, because if you look at how countries relate to the US, how countries hedge their 
bets between establishing the bilateral linkages and the third element, which is regionalism, 
you see a whole web of intricate bilateral and multilateral arrangements in the whole 
region, going beyond Southeast Asia. In fact, it’s getting a little bit crowded. Consider the 
latest one, which is the East Asia summit: I haven’t been very good at geography, but I’ve 
always thought that India is not part of East Asia and that the line is very clear, India is part 
of West Asia. We can argue that until the cows come home. But when you look at the East 
Asia summit which is going to take place in Kuala Lumpur in December and when you have 
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India attending, I wonder what this creature is going to turn out to be. I’m not suggesting 
that India should be excluded, but I wonder whether the so-called architects of the East Asia 
summit initially had India, or even for that matter Australia and New Zealand, in mind.

Nonetheless, you have the East Asia summit. You have other organisations, other 
frameworks. You can have your own various interpretations as to why these so-called 
regional groupings have surfaced; some would argue it is to contain China, some would say 
to engage the US, some would say to get India in, some would say to have a more inclusive 
organisation so that everyone would feel comfortable. I would argue that it’s also to hide 
some of the inadequacies of the Association of Southeast Asian Nations (ASEAN). It’s also 
to hide some of the problems that ASEAN countries face within their own bodies politic. 
I think Kwa mentioned, quite rightly, all these various problems that we have, and I think 
Tim also mentioned the bilateral problems that we’ve had between Malaysia and Singapore 
and Malaysia and Indonesia and all the other countries. I think sometimes when you have an 
extra regional umbrella it hides a lot of these problems and I think this is an important point 
that is sometimes left out.

Let me make the last point. Internationally, look at the politics of the Group of Four and 
what actually went on in the G4, and the bid for extra seats and a permanent seat for the 
Security Council. The way I see it, this is part and parcel of the frustration that countries 
have with the moribund state of the UN system, and the need to ensure that—I don’t 
like to call it the democratisation of the United Nations—more players are engaged in an 
international framework.

Let me conclude by making a number of points. Let me focus on Australia. I’m not going 
to stand here and get into this debate of whether Australia is part and parcel of the region 
or if its Mecca is in Washington or its Mecca is in Beijing or wherever. I hope the Mecca of 
Australia is in Canberra, but certainly not in Washington or in Beijing. I think there are a 
couple of points that need to be made. I think that contrary to some statements made by 
my former prime minister, Malaysia has great affection for Australia, and for that matter 
Southeast Asia. I’ve made this point many times and will make it point again: no Thai blood, 
no Indonesian blood, that I can recall, has been shed in the defence of Malaysia or Malaya. 
Australian and Kiwi blood have been shed in the defence of Malaysia and Malaya. I remind 
myself, I remind my countrymen—it is not so easy to remind Dr Mahathir, but I remind 
everyone—that that has been the case.

… Malaysia enjoys very good strategic relations with the US. 
We have more defence exercises involving the US than our 
fellow Southeast Asian neighbours.

If you look at the only tangible defence arrangement involving Southeast Asia that involves 
Australia; that is, the Five Power Defence Arrangement (FPDA). I am not on a crusade but 
I’m certainly trying to make this point to my fellow Malaysians: let’s not be apologetic about 
being part of the FPDA because sometimes it runs contrary to our foreign policy. If you talk 
about having an independent, a more Asia-centric foreign policy or defence policy, we should 
have more arrangements involving Asian countries, but the only tangible form is actually 
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the one that involves Australia, New Zealand and the United Kingdom. I think that says a lot 
about our relationship with Australia, and if I can also add, the US. Again, contrary to some 
statements made by my former prime minister, Malaysia enjoys very good strategic relations 
with the US. We have more defence exercises involving the US than our fellow Southeast 
Asian neighbours. Again, I think that says volumes about the extent of our relations with the 
Western world.

Let me make one point that Greg made yesterday, at which everyone laughed. I laughed too, 
but I actually agree with him. It’s very hard to explain why this is the case. I don’t remember 
exactly what he said, but it was about the horrible things we say to the US. ‘Would you say 
these things to China?’ he asked a Malaysian gentleman, who replied, ‘Of course not’, or 
something to that effect. Essentially, the reason we can say all these things to Australia or 
to the US is because we know you are good friends of Malaysia. And we know that there 
is no way that the US or Australia can pose a threat to us: you are not a threat to Malaysia, 
period. So we think we can afford to make some remarks. China, on the other hand, is 
very uncertain. I like to use the word ‘kowtowing’. I look at our Asian leaders and I wonder 
why they have to kowtow to the Chinese all the time. Why can’t we be just as frank to the 
Americans, to the Aussies and to the Chinese? Of course, we can’t do that, because we’re 
not sure how the Chinese are going to react. We aren’t going to do that because we’re not 
even sure whether China will pose a threat to Malaysia or to Southeast Asia in five to ten 
years time.

So, ladies and gentlemen, I want to conclude by telling you that if you look at the global 
trend today, there is a fixation on China. We look at the rise of Islamic violence or jihadist 
extremism or whatever you want to call it; there is the rise of different power centres; we 
look at the ambiguity over the position of the US. I’m not suggesting in any way that the 
US is going to pack up and go away, because as someone said yesterday the US is part of 
the region. You can’t leave your house if you have a stake in the living room, for instance. 
What I am suggesting in the case of the US is that, because of its increasing unilateralism 
and our frustration over our inability to influence or even to advise the US, this has led to 
the emergence of power centres. However, as I’ve said, we’re getting very good at being 
schizophrenic and I think being schizophrenic is now the norm. As someone else once said, 
it’s best to think the unthinkable. Although everyone says that, we continually fail to do it.
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Australia’s best known macroeconomic forecasters and modellers. 
He heads Access Economics forecasting and modelling unit and is 
the author of Business Outlook, widely acknowledged as the leader 
is its field of macroeconomic forecasting. His expertise includes the 
Australian and global economies, the federal budget, ageing, and 
industry trends. Chris writes the Business Review Weekly’s Economist 
and Forecast columns. His comments on trends in the economy and 
their effect on business regularly appear in daily media coverage, and 
his views are widely quoted.
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Dr Makio Miyagawa, Director, Japan Institute for  
International Affairs, Tokyo

Japan has already started to consider transformation of its security policy 
towards assuming larger security responsibilities in the region and in the world. 
This move appears to reflect underlying changes in the security environment.

Dr Miyagawa received a PhD in international relations from Oxford 
University in 1989, together with a Bachelor of Science, Aeronautical 

and Spacecraft Engineering from Tokyo University in 1974. He has held successive positions 
in government and in the academic arena. Dr Miyagawa has been lecturing in international 
relations and international law as a visiting professor at the National Graduate Institute for 
Policy Studies and at the University of Tokyo. He has authored Do economic sanctions work? 
(Macmillan, London, 1992) and Keizai seisai (Chuo Koron Sha, Tokyo, 1992). He translated the book 
Domei no rikigaku (Toyokeizai, Tokyo, 1988), a Japanese translation of Anglo American defence 
relations 1939–1984 by John B Baylis (Macmillan, London, 1994).He has also written numerous 
articles for publication on economic sanctions, regional security and economic partnerships.

Professor Ross Terrill, Harvard University

China may gain enduring prosperity, China may remain governed by a Leninist 
party state, but I don’t see how both can occur. Within a quarter-century, either 
the economic or the political logic will gain the upper hand and Beijing’s role in 
the world will be thus clarified.

Professor Terrill, author and China specialist, graduated from the 
University of Melbourne and served in the Australian Army. He won a 

Frank Knox Fellowship to Harvard University and took a PhD in political science there in 1970. 
He was appointed to the Harvard faculty in 1971 and became an associate professor from 1974 
to 1980. He is both an Australian and an American citizen. Professor Terrill has written seven 
books on China, including China in our time, Madame Mao, 800,000,000, and Mao. He is a 
many-time contributor to the New York Times, Newsday, Chicago Tribune, Los Angeles Times, 
Miami Herald and Washington Post. His current book, The new Chinese Empire, won the Los 
Angeles Times Book Prize in 2004. He is Associate in Research, Fairbank Center for East Asian 
Research, Harvard University, and Visiting Professor (spring term), University of Texas at Austin.

Mr Kwa Chong Guan, Institute of Defence and Strategic Studies 
(IDSS), Singapore

There is within the deeper collective and social memories of Southeast Asians, 
a pervasive awareness of China as the dominant hegemon their ancestors 
had to contend with. These old and deep memories of China as a dominant 
hegemon in a hierarchy of power may be resurfacing to mix and match with 
memories of China’s impact on the region after 1946.

Mr Kwa is Head of External Programs and Co-Chair of Singapore’s National Committee of 
the Council for Security Co-operation in the Asia Pacific. He is also an Associate Professor at 
the Department of History, National University of Singapore. He was previously Head of the 
SAFTI Military Institute’s Department of Strategic Studies, which he helped establish, and 
concurrently Adjunct Associate Professor in the Division of History of the National Institute 
of Education’s School of Arts. Educated at the old University of Singapore and the University 
of Kent in Canterbury, he has authored papers on the heuristics of Asian security practice, 
Singapore historiography and Southeast Asian art history. He recently helped to co-edit Oral 
history in Southeast Asia, theory and method, published by the Institute of Southeast Asian 
Studies. He is also the editor of the IDSS Monograph Series, Beyond vulnerability? Water in 
Singapore–Malaysia relations.

Contributors
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Dr Tim Huxley, International Institute for Strategic Studies

Indonesia’s deficient maritime security capabilities have remained the weakest 
link in regional efforts to manage the problem of piracy.

Dr Huxley is Senior Fellow for Asia–Pacific Security and Editor, Adelphi 
Papers at the International Institute for Strategic Studies (IISS) in London, 
and is also Corresponding Director, IISS–Asia in Singapore. He joined the 
IISS in January 2003 from the University of Hull, where he was Reader in 

South-East Asian Politics and Director of the Centre for South-East Asian Studies. He has also held 
posts at the University of Wales Aberystwyth, Lancaster University and the University of New 
South Wales, and was on the staff of the Institute of Southeast Asian Studies in Singapore for 
two years. His publications include Defending the Lion City. The armed forces of Singapore (Allen & 
Unwin, Sydney, 2000) and Arming East Asia (IISS Adelphi Papers 329, 1999, with S Willett).

Ms Sidney Jones, South East Asia Project Director,  
International Crisis Group

It’s important to distinguish between the pro-bombing faction of Noordin and 
Azhari, and Jemaah Islamiyah as an organisation, because they pose different 
kinds of problems. The first poses the immediate threat in terms of violent 
attacks, both against Western and Indonesian targets; the latter has the capacity 
to grow and establish more lasting roots.

Ms Jones has been the South East Asia Project Director of the International Crisis Group (ICG) 
since May 2002, and is currently also Visiting Fellow at the Institute of South East Asian Studies, 
Singapore. Before assuming her appointment with ICG, she spent fourteen years as Asia 
Director of Human Rights Watch. Ms Jones’s expertise is on Indonesia, terrorism in Southeast 
Asia and Islam in Southeast Asia. As Southeast Asia Project Director of ICG she has worked 
on the sources of conflict and violence in the region, with particular focus on Indonesia. She 
frequently briefs the media, international organisations and government representatives and 
has written extensively on these issues. Prior to joining the human rights watch, she was the 
Indonesia and Philippines researcher at Amnesty International in London. From 1977 to 1984, she 
was a program officer with the Ford Foundation, first in Jakarta and later in New York. She holds 
degrees in Oriental Studies and International Relations from the University of Pennsylvania, and 
spent a year at Pahlavi University in Shiraz, Iran.

Dr Abdul Razak Baginda, Executive Director,  
Malaysian Strategic Research Centre

… if you look at it on the surface, the more we look at the current global strategic 
environment or global strategic landscape, the more we feel that nothing much 
has changed … obviously, players have changed but the nature has remained 
the same.

Dr Baginda is Executive Director of the Malaysian Strategic Research 
Centre, a private think-tank established to enhance knowledge of Malaysia and the region. He 
was previously the Head of Strategic Studies and International Relations at the Armed Forces 
Defence College, as well as a member of the teaching staff at Universiti Putra Malaysia and 
Universiti Kebangsaan Malaysia. Dr Baginda’s current research interest covers political, economic 
and societal trends in Asia. He was formerly a columnist with the New Straits Times and The 
Sun and was awarded the Légion d’honneur by the French Government for his contribution to 
intellectual thought. He holds a Masters degree from King’s College, London, and is currently 
completing his doctorate at the University of Oxford. He is a member of the World Economic 
Forum’s Global Leaders for Tomorrow, as well as a member of the International Institute for 
Strategic Studies in London.
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Acronyms and abbreviations

ARF ASEAN Regional Forum

ASA Association of Southeast Asia

ASEAN Association of Southeast Asian Nations

AWACS Airborne Warning and Control System

C3 command, control and communications

C4 command, control, communications, and computers

EEZ exclusive economic zone

FPDA Five Power Defence Arrangement

ICBM intercontinental ballistic missile

ISR intelligence, surveillance, reconnaissance

MAD mutual assured destruction

MIRV multiple independently targetable re-entry vehicle

NDPG National Defence Programme Guidelines (Japan)

NDPO National Defence Programme Outline (Japan)

PGM precision-guided munition

PRC People’s Republic of China

R&D research and development

SDF Self-Defence Forces (Japan)

TAC Treaty of Amity and Cooperation

TNI Tentara Nasional Indonesia (Indonesian armed forces)

UAV unmanned aerial vehicle
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About ASPI

The Australian Strategic Policy Institute (ASPI) is an independent, 
non-partisan policy institute.  It has been set up by the government to 
provide fresh ideas on Australia’s defence and strategic policy choices.  
ASPI is charged with the task of informing the public on strategic  
and defence issues, generating new ideas for government, and 
fostering strategic expertise in Australia.  It aims to help Australians 
understand the critical strategic choices which our country will  
face over the coming years, and will help government make  
better-informed decisions.

For more information, visit ASPI’s web site at www.aspi.org.au.

ASPI’s Research Program

Each year ASPI will publish a number of policy reports on key issues 
facing Australian strategic and defence decision makers.  These reports 
will draw on work by external contributors.

Strategy: ASPI will publish up to 10 longer studies on issues of critical 
importance to Australia and our region.

Strategic Insights: A series of shorter studies on topical subjects that 
arise in public debate.

Specialist Publications: ASPI also produces valuable reference tools, 
such as The Cost of Defence and the Australian Defence Almanac.

Commissioned Work: ASPI will undertake commissioned research 
for clients including the Australian Government, state governments, 
foreign governments and industry.

ASPI’s Programs

There are four ASPI programs.  They will produce publications and hold 
events including lectures, conferences and seminars around Australia, 
as well as dialogues on strategic issues with key regional countries.  The 
programs are as follows.
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Strategy and International Program: This program covers ASPI’s work on Australia’s 
international security environment, the development of our higher strategic policy, 
our approach to new security challenges, and the management of our international 
defence relationships.

Operations and Capability Program: This program covers ASPI’s work on the operational 
needs of the Australian Defence Force, the development of our defence capabilities, and the 
impact of new technology on our armed forces.

Budget and Management Program: This program covers the full range of questions 
concerning the delivery of capability, from financial issues and personnel management 
to acquisition and contracting out—issues that are central to the government’s 
policy responsibilities.

Outreach Program: One of the most important roles for ASPI is to involve the broader 
community in the debate of defence and security issues.  The thrust of the activities will be 
to provide access to the issues and facts through a range of activities and publications.

ASPI Council Members

ASPI is governed by a Council of 12 members representing experience, expertise and 
excellence across a range of professions including business, academia, and the  
Defence Force.  The Council includes nominees of the Prime Minister and the  
Leader of the Opposition.

Chairman
Mr Mark Johnson

Deputy Chairman
Major General Adrian Clunies-Ross (Retired) AO, MBE

Members
The Honourable Jim Carlton AO

Dr Alan Dupont
Mr Michael L’Estrange
Mr Stephen Loosley
Mr Paul McClintock
Mr Des Moore
The Honourable Jocelyn Newman AO

Mr Ric Smith AO PSM

Brigadier Jim Wallace (Retired) AM

Dr J Roland Williams CBE

About ASPI
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Research and Information 
Manager

Janice Johnson

Strategy and International 
Program Director

Dr Elsina Wainwright

Manager of Events and 
International Relationships

Lynne Grimsey

Information and 
Publications Officer

Paula Tychsen

Budget and Management 
Program Director
Dr Mark Thomson

Office Manager
Noeline Healey

Events Coordinator
Tas Frilingos

Director
Peter Abigail

Outreach Program 
Director/Project Manager

Brendan McRandle

Senior Research Officer  
Raspal Khosa

Office Administrator  
(Part-time)

Rachel Wells
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About ASPI

ASPI’s aim is to promote Australia’s security by contributing fresh ideas to strategic 
decision-making, and by helping to inform public discussion of strategic and defence 
issues.  ASPI was established, and is partially funded, by the Australian Government as an 
independent, non-partisan policy institute.  It is incorporated as a company, and is governed 
by a Council with broad membership.  ASPI’s publications—including this paper—are not 
intended in any way to express or reflect the views of the Australian Government.

The opinions and recommendations in this paper are published by ASPI to promote public 
debate and understanding of strategic and defence issues.  They reflect the personal views 
of the author(s) and should not be seen as representing the formal position of ASPI on any 
particular issue.

Important disclaimer
This publication is designed to provide accurate and authoritative information in relation to the 
subject matter covered.  It is provided with the understanding that the publisher is not engaged in 
rendering any form of professional or other advice or services.  No person should rely on the contents 
of this publication without first obtaining advice from a qualified professional person.

Join the debate

Send us your views in writing.  As a contribution to the public debate ASPI may publish 
comments, as presented, on our web site, unless you indicate otherwise.  ASPI’s Privacy 
Statement is on our web site.

Level 2, Arts House
40 Macquarie Street
Barton ACT 2600
AUSTRALIA

Email jointhedebate@aspi.org.au
Facsimile +61 2 6273 9566

ASPI is pleased to acknowledge the support of a number of Strategic Partners. These 
organisations have joined with us to help promote better quality strategic decision-making  
in Australia by providing financial and other forms of support to ASPI.

ASPI would like to acknowledge our conference sponsors.
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