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INTRODUCTION

Reimagining EU-ASEAN Relations:
Challenges and Opportunities

Lizza Bomassi

‘The European Union (EU) and the Association of Southeast Asian Nations (ASEAN)
formally marked almost half a century of diplomatic ties at the end of 2022. The two blocs’
forty-five-year commemorative summit was held in Brussels against a backdrop of Russia’s
ongoing war in Ukraine and heightened security tensions in the Asia-Pacific given China’s
continued and increasingly aggressive stance toward its southern neighbors and, in particu-
lar, in the Taiwan Strait.

Paradoxically, despite the intensified security situations in both regions and the extent to
which the U.S.-China rivalry is squeezing the space for other actors to play a more strategic
role in the Indo-Pacific, the security dossier has not featured heavily on the EU-ASEAN
agenda. This is symptomatic not only of the way both organizations view each other’s respec-
tive capacities and interests in each region but also of the way the relationship has fared to
date. There has been a series of highs and lows, with many of the more controversial issues—
in particular, thorny democracy and human rights concerns—left to be either hammered
out by diplomats or tackled by civil society, given sensitivities at the political level.

This misalignment on democracy will likely always be a point of contention, given each
region’s inherent approach to this policy area: democracy is codified in the EU’s treaties,
whereas ASEAN comprises a range of political systems. And while Europe has certainly
managed to issue a coherent and comprehensive strategy on Asia, specifically the Indo-
Pacific, and ASEAN has articulated its own Outlook on the Indo-Pacific, what these
approaches should entail in practice and the motivations behind them remain nebulous
because of the lack of an actionable and concrete forward vision.'
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Aspects of the EU-ASEAN Relationship

The main thrust of the EU-ASEAN relationship has focused very much on trade and
investment, reflecting the EU’s competence vis-a-vis its member states and the areas where
there is slightly more wiggle room for ASEAN as a whole. And despite the failure to ad-
vance an EU-ASEAN free-trade agreement (FTA), which has essentially been stalled since
2007, the EU has moved forward with bilateral FTAs with individual ASEAN member
states—namely, Singapore and Vietnam—signaling at least the potential to fully realize the
economic relationship.

There are both internal and external reasons for this prioritization of policy issues. For one,
ASEAN as a regional organization is not set up in a similar way to the EU—it does not

have a single currency or a customs union, for example—and nor does it have any ambition
to be. ASEAN is more of a coordinating body and a clearinghouse for some of the region’s
mutual concerns. It has no binding or enforcing power and operates on the basis of princi-
pled nonintervention in its member states’ affairs. That is something that a large majority

of ASEAN nationals surveyed in late 2022 considered to be a serious handicap, resulting in
the association being “slow and ineffective” at harmonizing regional responses.” The EU, by
contrast, acts as a much more integrated bloc, despite its internal disagreements and complex
governance dynamics. For all intents and purposes, the EU—in its core areas of competence,
especially trade—acts as any regional body looking out for the collective interests of its
members would.

On the foreign policy side, however, both the EU and ASEAN face struggles. For one thing,
the EU’s members have never entirely moved forward with relinquishing full control over
external engagement to the union’s executive arm. This is why, despite the ratification of

the EU’s Lisbon Treaty in 2009, the EU member states have continued to retain national
competence over the many challenges that affect the union’s Common Foreign and Security
Policy. ASEAN acts in a very similar way but much more strongly favors individual member
states’ prerogatives. But there has never been any ambition or coordinated attempt to exter-
nalize ASEAN’s foreign policy engagement to the regional secretariat.

These discrepancies help explain why the EU-ASEAN relationship has been so stop-and-go
over the past forty-five years. Yet, in the past decade or so, the geopolitical landscapes in
Europe and Asia have changed significantly, leaving the EU and ASEAN exposed to critical
security and economic vulnerabilities over which they have limited sway. This is especially
true of the two organizations’ exposure to the U.S.-China rivalry, which, despite the Asia-
Pacific being the main theater of this power play, has also affected Europe in many ways.
Indeed, the United States’ prominent role in security dynamics in both regions—coupled
with inescapable exposure to and engagement with China, which brings its own rapid
growth, global ambitions, and increasingly polarizing worldview—has left the EU and
ASEAN stuck in the middle of an extremely uncomfortable power rivalry.
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The similarities in the ways in which the EU and ASEAN navigate between these two
heavyweights are very much conditioned by the two blocs’ bilateral relationships with the
United States and China. As regards the former, the EU has always prioritized strong trans-
atlantic relations, despite interactions coming under strain in recent years. Indeed, with over
80 percent of EU countries allied with the United States through the North Atlantic Treaty
Organization (NATO), it is difficult to imagine the EU collectively taking an all-out aggres-
sive posture toward Washington, although there will inevitably be tensions among individ-
ual member states.”> ASEAN, meanwhile, features many countries that are not U.S. allies.
Only two of the ten ASEAN members—the Philippines and Thailand—are formally allied
with Washington through collective defense arrangements. Each ASEAN member state’s
relationship with the United States falls on a different point along a spectrum, based on
historical dynamics, economic and security dependencies, and values-based compatibilities.

When it comes to China, there is much congruity in the EU’s and ASEAN’s approaches.
The EU’s current position toward China is to treat it as either a competitor, a rival, or a part-
ner depending on the circumstances. ASEAN could be said to have deployed a very similar
tactic—though that trichotomy is much more pronounced and dependent on individual
nations’ relations with Beijing. Certainly, there is not yet a coordinated or formal mecha-
nism that conditions a unified ASEAN response to China, given the organization’s stance
on noninterference in member states’ affairs. That is a situation that China has undoubtedly
been able to play to its advantage.

At the same time, there have been major differences in worldview between the EU and
ASEAN. The most obvious recent example has been the contrast in responses to the war

in Ukraine. The EU, for understandable reasons—including the fact that the conflict is
playing out in the union’s immediate neighborhood—has taken a strong stance against
Russia’s aggression in Ukraine and has expected its partners in the Global South to stand in
solidarity with its position. This expectation is a values judgment based on the understand-
ing that every nation is owed territorial sovereignty and that Russia’s unprovoked attack is
fundamentally wrong.

The mixed reactions of the Global South to the war—and the perceived ambivalence of
ASEAN members (with the exception of Singapore)—have led to incomprehension at best
and an almost moral exasperation at worst from the EU. For their part, many ASEAN na-
tions have been reluctant to take sides not because the territorial integrity of other sovereign
nations is not sacred but because the interpretation of right and wrong is not so clearly black
and white. Many ASEAN member states have observed decades of the West—especially the
United States and, in some cases, specific EU member states—undertaking their own type
of vigilante justice based on their interpretations of right and wrong in other parts of the
world. ASEAN countries then ask how Russia’s unprovoked attack on Ukraine is different
from, say, NATO’s 2011 intervention in Libya or even France’s 2014-2022 Operation
Barkhane in the Sahel.
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Toward New Forms of Collaboration?

Given this kaleidoscope of variables, a core purpose of this publication is to ask
what space there is for Europe and Asia to forge different forms of collaboration
and reimagine what the partnership could look like in areas of common interest.
This compendium is unique in two ways: First, it examines the relationship at face
value. The point is to remove, to the extent possible, the United States and China as
variables from the relationship and explore ways for creative collaboration. Second,
each chapter is co-written by an Asian and a European analyst in equal partnership,
reflecting the project’s approach of bringing together two views on each issue with
equal merit.

Each chapter provides the state of play of the EU-ASEAN relationship on a specific
issue, takes a deep dive into the challenges on the horizon, and offers opportunities
for moving the relationship forward. What emerges is a picture of a relationship that
is as dynamic as it is complex. This speaks volumes of the need to approach policy
issues from a multisector, multistakeholder perspective that does not silo individual
issues but treats them as inherently dependent on other policy areas.

The climate chapter highlights the challenges of reconciling climate targets and
global commitments with realities on the ground, especially in light of the EU’s green
energy policies like the renewable energy directive, the Carbon Border Adjustment
Mechanism, and Just Energy Transition Partnerships. In the security chapter, the
authors outline the difficulties of the EU and ASEAN seeing eye to eye not only
because of differing interpretations of what security means in each region but also
because of the fundamental approach each actor has taken toward this policy area
since the outset.

The technology chapter provides much more fertile ground for advancing the EU-
ASEAN agenda because of the way other Asian actors in the Pacific have harnessed
the EU’s regulatory standards for their own national models and because there is a
genuine recognition that there are mutual lessons to be learned. Unsurprisingly, the
trade chapter focuses on what could be called the hallmark of the relationship. The
EU increasingly sees ASEAN as an alternative partner that can help the union boost
its supply-chain resilience, while ASEAN sees the potential to harness EU investment
in the region. But vying national interests and differing economic capacities on both
sides also play out in the relationship.

The chapter on democracy—possibly the most contentious issue, and not just be-
cause of a long track record of misalignment—reveals perhaps the area of most raw
but palpable potential. There is surprisingly much the EU can learn from the Asian
models of democracy because space for civil society has been so stifled. Civil society
actors in many ASEAN states have become much nimbler and more creative than the
EU, where civil society is more mature and society is increasingly polarized.
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Together, the chapters paint a vivid picture of the possible areas for the EU and
ASEAN to work together and create a space that is very much their own, despite the
challenges. Hubris needs to be dealt with on both sides. The EU’s perceived righteous
indignation in the face of ASEAN states” desire to create their own path separate
from the Global North needs to be met with the full recognition that this relation-
ship can realize its potential to do more in the coming years. The EU and ASEAN
have a mutual need for each other’s presence in international affairs—and for a
relationship based on true cooperation and the realization of concrete outcomes.
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CHAPTER1

EU-ASEAN Climate Diplomacy:
Navigating Misperceptions,
Interests, and Opportunities

Dhanasree Jayaram and Olivia Lazard

With its European Green Deal, one of the world’s most advanced multisector climate action
plans, the European Union (EU) has been branding itself over the last five years as a climate
leader at home and on the international scene. Designed as a set of thirteen policy packages,
the Green Deal contains a few provisions that lend it an international character, for example
a deforestation law and the Carbon Border Adjustment Mechanism (CBAM), a tariff on
carbon-intensive imports. These initiatives harness the power of regulation to transform
supply chains to reduce carbon emissions. On the whole, though, the Green Deal is a set of
climate mitigation policies designed by and for Europeans. The diplomacy around the deal
was developed only later and was derived from European interests.

This approach poses a problem. The Green Deal and its international provisions do not take
into account the EU’s existing economic relations with its partners or the ways in which
the industrial activity necessary for energy transitions will recast economic metabolisms

in middle-income countries. As a result, members of the Association of Southeast Asian
Nations (ASEAN) perceive the EU as espousing protectionism, falling prey to incoherence,
and worsening international market fragmentation, which inhibits the economies of scale
needed to generate economic growth and climate adaptation.

Not only that, the provisions of the Green Deal also promote misperceptions of internation-
al fracture at a time of systemic rivalry. Against this background, the EU’s task is to help
transform the economic dependencies of its Southeast Asian partners while ensuring their
ecological security. That requires fresh thinking underpinned by ambition, creativity, and respect.
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The State of Play

ASEAN and the EU work together through various initiatives to strengthen cooperation

on climate action, disaster risk reduction, and sustainable clean energy. The EU has been

an official dialogue partner of ASEAN since 1977 and takes into consideration Southeast
Asian countries’ growing climate vulnerabilities. But the union acts mostly as a technocratic
partner by providing ASEAN with financial and capacity-building assistance on climate
change. ASEAN sees the EU as a responsible climate player and seeks deeper engagement
with the union—beyond capacity building—to advance disaster resilience and clean energy
transitions in the region.”

Socioeconomic Vulnerabilities

The socioeconomic vulnerabilities of ASEAN members make them even more susceptible

to the effects of climate change than countries in other regions. Although poverty levels in
Southeast Asia have significantly reduced since 1990, food and economic insecurities are still
rampant, particularly in poorer countries, such as Cambodia, Laos, and Myanmar.’

For this reason, through regional initiatives such as the ASEAN Socio-Cultural Community
Blueprint 2025, ASEAN countries emphasize the need to balance socioeconomic and
environmental development. The blueprint specifies four major areas of strategic cooperation
among member countries and in their global partnerships: conservation and sustainable
management of biodiversity and natural resources, environmentally sustainable cities,
sustainable climate, and sustainable consumption and production.

Cooperative Frameworks

Through EU-ASEAN high-level dialogues, policymakers and senior officials discuss natural
capital, energy transitions, socially inclusive development, and security.” More recently, the
dialogues have started to integrate green issues into wider cooperation by tying them to the
EU’s Global Gateway projects on connectivity, which are necessary to prepare the future

of grid resilience in Southeast Asia.® The Global Gateway is an EU strategy to invest in
infrastructure projects and establish economic partnerships.” The emergence of high-level
dialogues on energy, specifically in the wake of the war in Ukraine, demonstrates a more
joined-up approach on the EU’s part.'

Similarly, the 2017-2023 Enhanced Regional EU-ASEAN Dialogue Instrument, an EU-
funded development cooperation program, works to build on opportunities offered by
regional integration to foster research and capacity building on climate- and sustainabili-
ty-related issues.' In 2020, the EU launched a €10 million ($11 million) program to support
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the ASEAN Coordinating Center for Humanitarian Assistance on Disaster Management.'?
The EU’s development assistance to ASEAN also includes €50 million ($56 million) under
the ASEAN Catalytic Green Finance Facility from 2021 onward, €5 million ($6 million)
for forest governance in 2020-2023, €20 million ($22 million) for sustainable peat man-
agement and haze mitigation in 2016-2023, €10 million for biodiversity conservation in
2017-2022, and €5 million for smart cities in 2021-2024."* EU-ASEAN cooperation on
climate change has resulted in policy dialogues and research projects, working groups, and a
steady stream of investments into the ASEAN institutions and countries.

In addition to these EU-level initiatives, bilateral actions in Cambodia, Indonesia, Laos,

the Philippines, and Vietnam focus on agriculture, hydroelectric energy, and the circular
economy. But at the same time, climate and environmental issues are generating severe costs
for Southeast Asian countries in the range of billions of dollars per year.* For example,
Indonesia, the Philippines, Thailand, and Vietnam all suffer average annual losses (AAL)
from disasters of over $10 billion, with agricultural drought dominating the makeup of these
losses. Indeed, ASEAN countries are an epicenter of ecological disruptions, and the associ-
ated risks create an impetus for support, research, and cooperation. Yet, the full potential of
EU-ASEAN climate cooperation remains unfulfilled.

Challenges

The EU is developing a more integrated approach to dealing with green issues, which re-
quires addressing blind spots that create unnecessary tensions with ASEAN countries. These
blind spots stem from the ways in which the EU generates its climate legislation without
consulting ASEAN countries upstream about the rollout of its climate policies, even though
the legislation affects supply chains between Southeast Asia and Europe. Helena Varkkey

of the University of Malaya argues that the EU’s “trade-related environmental policies are
increasingly seen to have detrimental effects outside the EU, in particular on the develop-
mental opportunities of countries in the global South.”” Three specific challenges in the
EU-ASEAN relationship stand out: deforestation, industrial projects, and climate finance.

The Fight Against Deforestation

The EU’s revised renewable energy directive, introduced in 2018, requires 32 percent of the
energy consumed in the EU to be renewable by 2030 but limits the amount of certain types
of biofuels that can be used toward this target, to tackle land degradation and deforestation.'
The EU’s 2017 decision to phase out the use of palm oil in biofuels for the transportation
sector from 2030 and the union’s 2022 deforestation law, which bans imports of palm oil
and other products linked with deforestation, have been severely criticized in countries such
as Indonesia and Malaysia, despite their pledges at United Nations climate change confer-

ences to support bans on deforestation.
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The EU’s deforestation law should be lauded for its efforts. But partners in the ASEAN
region and elsewhere were not consulted in the lead-up to it and therefore not co-opted into
co-designing the policy sequence. This is a missed opportunity.

Instead, the introduction of the law led to a significant drop in trust levels, in spite of the
high-level dialogues. Both Indonesia and Malaysia have filed lawsuits against the EU at the
World Trade Organization for introducing unilateral, protectionist measures that could
adversely affect their economies.”” The two countries have refused to accept the EU’s climate
policy interventions and have in turn stalled discussions on many other issues, such as

trade under the EU-ASEAN Strategic Partnership.'® These countries have repeatedly called
the EU’s measures unfair, claiming that they violate existing trade rules and the United
Nations Framework Convention on Climate Change principle of common but differentiated
responsibilities and respective capabilities.” The measures also undermine ongoing efforts
by Indonesia and Malaysia to mainstream sustainability certifications and programs into
their palm oil industries, thereby hindering steps to increase the sustainability of this highly
politicized sector.

Industrial Projects

The EU imports goods produced by carbon-intensive industries across the world, including
in ASEAN countries. While the EU pushes for industrial decarbonization domestically, it
is also keen to introduce climate-related trade measures to tackle imported emissions from
carbon-intensive production outside the EU. CBAM, a carbon-pricing mechanism that
imposes a tax on carbon-intensive imports into the union, is designed to ensure that the
European Green Deal does not lead to carbon leakage and that European industrial inno-
vation produces results in Europe and elsewhere. However, CBAM is broadly interpreted as
a protectionist policy that imposes a border levy on any country that fails to meet the EU’s
green requirements. ASEAN countries are generally skeptical of the mechanism.*

Because CBAM is not yet active, it provides room for the EU to use high-level energy
dialogues—complemented by lower-level talks on research, industrial cooperation, and civil
society partnerships—to identify how to use CBAM’s introduction to co-design ASEAN
partners’ industrial and ecological transitions. Indeed, according to an ISEAS—Yusof Ishak
Institute study, the EU needs to formulate country-specific policies on CBAM to reflect the
diverging positions of ASEAN members.”! While Indonesia and Malaysia tend to oppose
CBAM because of the lingering palm oil dispute, other countries, such as the Philippines,
Singapore, and Thailand, have fewer reservations, especially because the mechanism current-
ly targets only certain sectors that are not central to EU-ASEAN trade. Among the ASEAN
countries, only Malaysia features in the top twenty exporters of goods in these sectors to the EU.*

However, there are concerns over the EU’s unilateralism and most countries’ lack of capacity
to deal with the new mechanism, which could introduce complex rules and reduce the com-
petitiveness of local industries in global markets.” If and when CBAM expands to include
more sectors, ASEAN countries’ woes could increase. This risk requires careful co-design of
the mechanism’s sequencing and of partners’ economic transformations.
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Climate Finance and Energy Transitions

Climate finance is a major bone of contention in EU-ASEAN climate diplomacy. In climate
change negotiations, Southeast Asian nations have consistently called on the industrialized
countries of the EU to deliver on their promise to provide $100 billion a year to developing
countries by 2020 to assist them in climate adaptation and mitigation.”* Most Southeast
Asian nations have also committed to more ambitious climate action, which is conditional
on the receipt of climate finance. From 2000 in 2019, Japan delivered 65 percent of total
bilateral climate finance to the region, while Germany’s and France’s contributions account-
ed for 11.8 percent and 8.4 percent, respectively.?

Driven partly by the demand for greater ambition on climate finance, the EU supports
Just Energy Transition Partnerships (JETPs) in countries like Indonesia and Vietnam.
Although hailed as a successful model of North-South clean energy partnership, the JETP
approach faces some obstacles, too. The partnerships are aimed at decarbonizing electricity
sectors, scaling up renewable energy, transitioning away from coal-dependent economies,
and enhancing international support for critical minerals and clean energy technologies.
However, sources close to the Indonesian government and civil society organizations have
raised questions about the lack of transparency in the partnerships’ negotiations and imple-
mentation and in the composition of funds. Similarly, they have alleged that the EU and
other donors are putting pressure on Indonesia to decarbonize faster without much regard to
the socioeconomic and political risks of doing s0.?

While the political economies of Indonesia and Vietnam favor energy transitions, these need
to be undertaken with a holistic approach. That means refurbishing electricity infrastruc-
tures, supporting populations employed in or dependent on fossil-fuel sectors, addressing
pricing issues for renewables, and disentangling political and bureaucratic interests in
fossil-fuel sectors—all without pushing Indonesia and Vietnam into debt.”” Most ASEAN
countries are undergoing economic and energy crises, which make it difficult for these na-
tions to transition in a way that does not compromise their political and economic stability.
Although renewable investments have grown in recent years, coal and gas are still planned to
be parts of ASEAN countries’ energy portfolios.”

Opportunities

The fundamental task of the European Green Deal is to identify how economic dependen-
cies can be transformed into a climate-compatible model. In essence, that means not simply
replacing commodities without understanding how economies generate stability from them;
it also means not applying barriers that raise the costs of entry into the EU’s single market,
especially when countries have spent years refining how to enter it in the first place. Getting
the process and content of these policies right is a matter of equality and respect. Priorities
on which the EU and ASEAN could focus include co-designing economic transformations,
reinvesting revenues from the union’s carbon border tax, and sharing best practices.
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Co-designing Economic Transformations

EU policies like the deforestation package and CBAM profoundly affect the political econo-
mies and, therefore, the social contracts of ASEAN countries. Because the deforestation law
had been expected since 2020, the EU could have established working groups or transition
labs upstream of the legislative process with countries affected by the law’s downstream
effects. If adopted in the future, these approaches would represent a tremendous qualitative
leap in the way the EU can create mutually reinforcing, multidimensional partnerships.

Working groups are usually established to consult and iron out differences. Transition labs
could go further and represent a truly novel idea for partnership processes and outputs.
Entire economic paradigms need to be reinvented. Adaptation still needs to be defined and
must be context specific while being generated collectively and accompanied cooperatively.
If the EU and its partners were to set up research and policy co-design labs to study ideas on
coupling mitigation and adaptation policies to identify how to transform economic interde-
pendencies and political economies within planetary boundaries, then changes would be co-
owned and regulatory measures would be what they should be: the last mile of co-designed
climate action.”

Rethinking Revenue Investments

One of the ways in which the EU could adhere to the principle of common but differen-
tiated responsibilities and respective capabilities while implementing CBAM is to invest

at least part of the revenues generated by the mechanism into adaptation and mitigation
projects in developing countries. That would allow the EU to pay developing nations’ fair
share of climate finance and acknowledge the long-standing cross-border trade dependencies
on which Southeast Asia’s economies have thrived. Otherwise, well-intentioned domestic
EU policies such as CBAM could be construed as a strategy to “shift the economic burden
of developed-world climate policies to the developing world,” in the words of researchers

Christoph Bohringer, Jared Carbone, and Thomas Rutherford.*

While this approach may lead to resistance in some EU member states, the union can recon-
cile these tensions by demonstrating the mutual economic and security benefits of bolstering
collective security with the EU’s partners. This is of particular importance in a world where
the EU finds itself in the throes of a growing geoeconomic competition in which it is largely
on the demand side, whereas partners in the Indo-Pacific are mainly on the supply side for
raw materials that are key for energy transitions and, therefore, for democratic and security resilience.

For now, ASEAN countries see environmental and climate regulations as an expense to
their trade prospects, because these regulations have a direct bearing on countries’ economic
growth trajectories and adaptation chances. Removing commodities such as palm oil from
trade without fostering climate adaptation and economic transformation processes leads to
dead ends. Similarly, ASEAN countries would see negatively any intervention that could
hurt local industries and employment prospects. The EU could, instead, support Southeast
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Asia’s focus on energy transitions and stronger environmental regulations, which could make
the region’s industries competitive in global markets. That would help mainstream environ-
mental, social, and governance principles, including transparency, human and labor rights,
and ecological safeguards.®

In that regard, high-level dialogues are a move in the right direction but should be the last
link in a chain of dialogues to address these issues. The EU and ASEAN could use more
complex dialogues involving track 1, track 1.5, and track 2 actors to investigate country-spe-
cific and region-wide transition labs that pool academic research on decarbonization and re-
generation. The formation of EU-ASEAN industrial relations may serve as a new anchor for
co-designed research on economic interdependencies and ecological resilience. For instance,
ASEAN countries are keen on developing their green hydrogen potential for both domestic

requirements and export, which would require expanding the region’s hydrogen infrastructure.*

Sharing Best Practices and Building Capacity

As the EU develops a model of co-partnership and co-design for a sustainability agenda that
takes into account historical dependencies, the union has an opportunity not to reduce the
relationship to a donor-recipient one. The EU could learn from several successful examples of
climate adaptation measures adopted by ASEAN countries, given the EU’s lesser experience
of dealing with large-scale disasters, such as the 2021 Central European floods.

Countries such as Indonesia that are vulnerable to different types of disaster have been using
low-cost technological tools and technical measures to prevent and manage them. Now,
Indonesia’s National Disaster Management Authority is gradually developing multihazard
early-warning systems for tsunamis, earthquakes, floods, and other disasters.** Similarly,
several ASEAN countries, such as Indonesia and the Philippines, have implemented social
protection and resilience schemes as well as climate mainstreaming of development planning
to cope with climate-related disasters. Adaptation is at the heart of multidimensional securi-
ty, for which the template and architecture need to be entirely invented. Mutual learning can
pave the way for this.

At the same time, the EU has an opportunity to deliver financial and capacity-building
assistance to Southeast Asian countries to set up carbon-pricing mechanisms that could
complement CBAM. ASEAN members—Iike most other developing countries that priori-
tize development goals—rely on incentive-based mechanisms to promote climate action and
sustainability. Currently, nearly all countries are in the process of developing carbon markets
to strengthen their climate regulations, achieve their emissions-reduction targets, and meet
global standards. While they look to learn from each other’s experiences, the EU could es-
tablish knowledge-sharing platforms, which could serve as a launchpad for other initiatives.
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Conclusion

ASEAN countries understand that ecological, social, and economic shocks may lead rapidly
to global structural inequalities in the next decade unless they defend themselves against
such a prospect—and play geopolitical offers against one another if necessary. The EU
cannot pursue both climate mitigation and European economic security if it fails to produce
economic and climate-adaptive security for partners that have been co-opted into the union’s
single market dependencies.

The frictions that EU-driven climate action has generated stem from changes to the rules of
business and economics in what ASEAN countries consider the middle of the race. While
the rules governing EU-ASEAN economic relations need to change, new rules cannot be
introduced as unilateral substitutes. Rather, the logic that drives economics needs to change,
and there is no template for this. There is, however, an opportunity for the EU to be more
ambitious about the creative processes that will shepherd other economies and international
partnerships into a sequential, co-designed, respectful framework that abides by planetary
boundaries. Through diplomatic and trade exchanges based on collective but differentiated
responsibilities, the EU and ASEAN can transform complex economies through mutually
reinforcing targets and mutually beneficial objectives.
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CHAPTER 2

Europe's Security Posture
in the Indo-Pacific and the
View From Asia

Frederic Grare and Lay Hwee Yeo

The September 2021 release of the European Union (EU) Strategy for Cooperation in the
Indo-Pacific marked the beginning of the EU’s new approach to the region in general and
to the Association of Southeast Asian Nations (ASEAN) in particular. It is an approach

that takes into account China’s rise and growing geostrategic competition with the United
States.* The EU’s relations with China have significantly deteriorated in the last few years
over issues such as intellectual and industrial property theft, political interference, and
President Xi Jinping’s explicit ambition to assert the Chinese model of development through
the Belt and Road Initiative. European suspicion of Beijing was exacerbated by the coronavi-
rus pandemic and China’s attempt to turn the outbreak into a propaganda exercise as well as
the EU’s sudden realization of its excessive dependence on China and its need to diversify its
economic ties and supply chains.

In 2019, the EU for the first time openly declared China a partner, competitor, and systemic
rival of the union.” While this complex relationship remains valid today, it is clear that
systemic rivalry is now the predominant component. Moreover, the EU can no longer ignore
the potentially disastrous consequences for itself of a confrontation between China and

the United States or the risk of marginalization should the EU stay out of the Indo-Pacific
dynamic. Hence the need for the EU to frame a strategy for the region in its own terms.

For the EU to effectively implement its Indo-Pacific strategy in the region, the union needs
to be able to define new partnerships and reinvigorate and reimagine existing ones. In this
context, the EU’s long-standing partnership dialogue with ASEAN should be the corner-
stone of the union’s strategy. That is because both organizations share the objective of not
directly confronting potential military threats from China and seek to rebalance their rela-
tionships away from dependence while pushing back against China’s assertiveness when needed.
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Considered comprehensively, the EU’s Indo-Pacific strategy—and its various related in-
struments—can be useful to achieve the objective of an open and free Indo-Pacific, which
ASEAN would welcome. However, despite the upgrade of the EU-ASEAN relationship to a
strategic partnership, ASEAN support for the EU’s desire to play a more strategic role in the
Indo-Pacific cannot be taken for granted. This is because while the EU is widely respected
as an economic and normative power, it is not generally recognized as a traditional security
actor. Indeed, the EU is not a military power and is unlikely to become one anytime soon,
nor will it ever be able to meet all of the larger security needs of the region.

The State of Play

The EU Strategy for Cooperation in the Indo-Pacific and the ASEAN Outlook on the Indo-
Pacific (AOIP) are two important documents that lay out the strategic priorities of the two
blocs in the region. It is instructive to examine them in more detail to find common ground
for EU-ASEAN security cooperation.

The EU Strategy for Cooperation in the Indo-Pacific

Although written in typically positive and nonconfrontational EU rhetoric, the content

of the EU’s Indo-Pacific strategy addresses all of the issues that put China at odds with a
substantial part of the international community, from democracy and the rule of law to
security and prosperity. The strategy is a response to the hybrid character of the Chinese
offensive, in which Beijing could potentially weaponize all activities, from trade to climate
change, to serve its geopolitical objectives. If implemented comprehensively, the strategy
has the potential not to stop China’s rise but to enable the union to work with partners in
the Indo-Pacific to uphold the multilateral rules-based order and expand the strategic space
of the EU and its partners. At the same time, the strategy includes seven broad pillars of
cooperation that allow EU member states to pick and choose their priorities. This wide-net
approach risks diluting the strategy.

The EU should thus synergize its Indo-Pacific strategy with the Global Gateway, which

the EU published in December 2021.%¢ The Global Gateway is “an EU plan for major
investment in infrastructure development around the world” and is in part a response to the
Chinese Belt and Road Initiative. The EU plan offers an alternative to countries that need
infrastructural investments to strengthen their digital, transportation, and energy connec-
tivity. The Global Gateway’s core task is to invest in projects “that can be delivered with high
standards . . . and transparency” with the aim of forging links and not creating dependencies.

The Indo-Pacific represents only part of the Global Gateway’s intended outreach and will

absorb a share of the €300 billion ($336 billion) that the EU and its member states are sup-
posed to mobilize between 2021 and 2027.>” The methodology of the plan’s implementation
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remains to be refined, but the Global Gateway is a powerful and necessary, if insufficient,
tool of the EU’s Indo-Pacific strategy.

The ASEAN OQOutlook on the Indo-Pacific

For its part, ASEAN in 2019 released the AOIP, which called for a more open and inclusive
approach to cooperation and development in the region. The outlook was an attempt by
ASEAN to regain its centrality and strengthen ASEAN-led mechanisms in the face of
challenges brought about by rising anti-China coalitions championed by Washington, such
as the Quadrilateral Security Dialogue (known as the Quad) of Australia, India, Japan, and
the United States and the AUKUS pact among Australia, the United Kingdom, and the
United States.

ASEAN initially resisted the concept of the Indo-Pacific, which it sees as a geostrategic
construct to contain China. The association was comfortable with the Asia-Pacific concept
that emerged in the 1980s and became popular in the 1990s, leading to strong U.S. eco-
nomic engagement in the region. However, when Japan and then the United States began

to push the Indo-Pacific idea with regular Quad meetings, and especially after former U.S.
president Donald Trump officially renamed the U.S. military command in the Asia-Pacific
the U.S. Indo-Pacific Command, ASEAN felt compelled to respond with its own outlook on
the Indo-Pacific to prevent its further marginalization.

The AOIP reflected ASEAN’s approach to security. The concept of comprehensive secu-
rity, to which ASEAN has adhered since its founding years, put economic growth and
development front and center in promoting peace and security. Economic development is
the foundation for the security of most ASEAN countries, and the AOIP is an attempt to
shift the excessive focus on military security and U.S.-China geopolitical rivalry to return
to ASEAN’s inclusive approach to economic cooperation and political dialogue. It is not
surprising that the AOIP views the Indo-Pacific “not as contiguous territorial spaces” but as

a closely integrated and interconnected region, with ASEAN playing a central and strategic role.*®

Challenges

The EU’s purported pursuit of strategic autonomy in the face of an unreliable United States
under Trump and ASEAN’s concern over its continued relevance in the Indo-Pacific pushed
the two organizations toward mutual support to strengthen each other’s agency in the
increasing geopolitical contest. But even though the EU’s Indo-Pacific strategy gave prom-
inence to ASEAN’s centrality and the association welcomed this, challenges remain. Most
notable among these are perceptions of the EU’s security posture, political divergences in the
wake of the Ukraine war, and the EU’s multilayered foreign policy.
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Perceptions of the EU’s Security Posture in the Indo-Pacific

In “The State of Southeast Asia” surveys carried out by the ISEAS—Yusof Ishak Institute
since 2019, while many Southeast Asians see the EU as a trusted partner to uphold the rule
of law and contribute to global peace, security, and governance, they do not see the union

as an actor with real influence in the region. In the survey conducted in late 2022 and
published in February 2023, 51 percent of respondents trusted the EU to do the right thing
to contribute to global peace and security, whereas only 4.9 percent viewed the EU as having
political and strategic influence in the region.”

Although respondents’ perceptions may be skewed by the way the questions are framed and
the possible answers, other anecdotal evidence seems to corroborate the observation that the
EU is seen as a legalistic, institutionalized economic bloc and, because of this identity, as a
champion of a rules-based order but not necessarily as a strategic security actor. When se-
curity is mentioned as an area of cooperation, Southeast Asians see the EU as a supporter of
human rights and a useful partner in nontraditional security issues, such as climate change
and environmental security.

There is also a perception that the EU does not have the capacity or political will for global
leadership and is too distracted by its own internal affairs. The war in Ukraine reinforced the
view that the EU is distracted and that its pursuit of strategic autonomy is being sidelined as
the union seeks to reaffirm the transatlantic solidarity necessary to support Ukraine for as
long as it takes.

Political Differences and Diverging Interests: The Impact of the Ukraine War

Several ASEAN countries are concerned about the longevity of the EU’s engagement in

the Indo-Pacific amid what seems like a long, drawn-out war in Ukraine and a deteriorat-
ing security situation in Europe. Attempts by the EU to get ASEAN to agree on a strong
statement against Russia’s invasion of Ukraine have also been met with reservation, as
witnessed at the EU-ASEAN commemorative summit in Brussels in December 2022.4°
While the EU maintains that Russia’s invasion of Ukraine has not fundamentally changed
the union’s posture in the Indo-Pacific, it is inevitable that the renewed threat from Russia
has diverted European attention and confronted Europe with a real quandary in the allo-
cation of its resources. However, the intensifying U.S.-China rivalry in the Indo-Pacific has
also strengthened the EU’s conviction of the need for its own Indo-Pacific strategy. Beijing’s
failure to condemn Russia and the Western understanding of the war as a deliberate attempt
to alter the international order in which the EU had been thriving since the end of the
Second World War have led to the EU sharpening its posture in the Indo-Pacific.

This greater European conviction about the need for an Indo-Pacific strategy was not devoid

of ulterior motives, such as pleasing the United States in the region as a way to ensure U.S.
security guarantees in Europe. This, in turn, may conflict with the expectations of the EU’s
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partners in Southeast Asia. ASEAN wants the EU to engage with the region on its own
merits—because of its economic potential and the need to address common challenges, such
as climate change—and not just join the anti-China coalition.

The framing of the Russia-Ukraine war as a clash between autocracy and democracy was
not well received in Southeast Asia. After all, ASEAN member states have political systems
ranging from democracies to one-party communist regimes. The votes at the United Nations
on a resolution deploring Russian actions showed a split, with Laos and Vietnam abstaining
and Singapore taking a strong stand, including by joining the West in imposing some
sanctions against Russia. The EU needs to be cognizant of these differences within ASEAN,
and if the union intends to adopt an independent Indo-Pacific posture, it must be conscious
not to push ASEAN countries to choose sides in the Russia-Ukraine war.

Trying to draw parallels between what Russia did to Ukraine and what China might do to
Taiwan with the narrative of autocracy versus democracy is also problematic. For several
ASEAN countries, the Taiwan issue is a different ball game. All ASEAN members accept
the One China principle and see Taiwan as part of China, and while some ASEAN coun-
tries see Beijing as a threat because of its actions in the South China Sea, others see the
threats as coming not from China directly but from the intensifying U.S.-China rivalry.

It is also interesting to note that in the ISEAS—Yusof Ishak Institute survey, Southeast Asians
said that their trust in the EU was underpinned by material considerations—the union’s
economic, institutional, and military resources—and not by admiration for European
civilization or culture or a shared worldview.*! This opinion reflects political differences; and
hence, if the EU is intent on pursuing its values-based foreign policy and working only with
like-minded partners, cooperation with ASEAN may not go that far.

The EU’s Multilayered Foreign Policy: Coordination or Confusion?

Since 2011, when then U.S. president Barack Obama declared a pivot to Asia, the EU has
also striven to increase its security engagement with the continent. In 2012, the EU acceded
to ASEAN’s Treaty of Amity and Cooperation in Southeast Asia (TAC) as a necessary step
toward membership in the East Asia Summit (EAS). However, the EU faced competition
from its own member states: France had acceded to the TAC much earlier and sought inclu-
sion in the EAS in its own right. Such competition between the EU and its member states,
while understandable, might not augur well for the EU. Traditionally, ASEAN countries,
which operate within a more realist, state-centric framework, tend to find it easier to accord
a strategic role to states rather than regional entities like the EU.

France was the first EU member state to announce its own Indo-Pacific strategy, doing so
in 2018. France sees itself as a residential Indo-Pacific power because seven of its thirteen
overseas territories are in the Pacific or Indian Ocean. France is the only EU member state
that has a military presence in the Indo-Pacific, with regular naval deployments.
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The German government released its policy guidelines on the Indo-Pacific in September
2020, stating that one important aim of Germany’s strategy was to strengthen structures of
international cooperation, in particular with ASEAN.** The Netherlands followed suit in
November of the same year as the third EU member state to release a strategy for the region.
In the Dutch document, there was a clear incorporation of an EU dimension, leading some
analysts to believe that this provided the building blocks for the EU’s Indo-Pacific strategy.*?

Germany increased its military presence in the Indo-Pacific by deploying the Bayern frigate
to the region in August 2021 and engaging in joint exercises with the navies of Australia,
Japan, and Singapore. Berlin also sent a fleet of six fighter planes to Singapore to show the

ability of a European nation to quickly move air power to the Indo-Pacific region.*

These measures by EU member states, while welcomed by some Indo-Pacific countries, rein-
force the perception that the EU is not a strategic actor and that it would be more expedient
for ASEAN countries to engage individual EU member states directly when it comes to
strategic issues in the Indo-Pacific.

Opportunities

Looking ahead, the EU and ASEAN have several opportunities to deepen their cooperation
by taking steps to operationalize the EU’s Indo-Pacific strategy, improve coordination at sea,
tackle major security challenges, and focus on economic security. This would go some way
toward contributing to the stability and development of the Indo-Pacific region.

Operationalizing the Indo-Pacific Strategy Through Concrete Projects

No amount of public diplomacy will compensate for the current lack of credibility in the
European strategy if it is not implemented comprehensively. The best chance for ASEAN to
cooperate meaningfully with the EU in the Indo-Pacific is therefore to take the Europeans at
their word and pressure the EU to operationalize its strategy. Cooperation occurs not at the
level of principles but on concrete projects, whatever their nature.

EU-ASEAN collaboration could take place in two ways. The first is to identify projects for
cooperation, as ASEAN countries know their own needs best. The second way is to mutu-
alize capacities, particularly—but not exclusively—financial capacities through the joint
funding of identified projects. The commitment made by the EU at the December 2022
summit to mobilize €10 billion ($11 billion) to address green transitions and sustainable
connectivity in Southeast Asia is a good start.””
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Improving Coordination and Cooperation in the Maritime Domain

At the same summit, several ASEAN members reiterated the need for an equal partnership
and cooperation that goes both ways, as ASEAN has useful experiences to offer Europe.
The Southeast Asia Cooperation and Training program, a capability-building initiative for
maritime security, is one such example. The program could usefully be extended or replicat-
ed in the Indian Ocean and could offer an entry point for greater EU-ASEAN coordination
and cooperation in the maritime domain.

This domain can include EU support for ASEAN on South China Sea issues, in particular
freedom of navigation and a code of conduct to prevent accidental conflicts. The EU can
provide legal support on the substance of the code of conduct that ASEAN is negotiating
with China. Another area for the EU to consider is exploration of the legal framework for
joint development of the South China Sea or the Greater Mekong Subregion by leveraging
the EU’s experience. Other issues of mutual interest in the maritime domain include ad-
dressing the broader question of ocean governance, which is one of the priority areas in the
EU’s Indo-Pacific strategy, and deepening cooperation on dealing with illegal fishing and
marine pollution.

Tackling Regional and Global Security Challenges

The EU needs to coordinate much more closely with its member states when it comes to
traditional security issues that require military participation. Beginning with cooperation
on tackling piracy, the EU can use its experience with the counterpiracy mission Operation
Atalanta to coordinate the deployment of military assets to participate in various exercises
in Southeast Asia. In so doing, the EU can slowly raise its security profile and deepen its
engagement with ASEAN on a comprehensive range of security issues.

Prioritizing Economic Security

Last but not least, the EU and ASEAN should prioritize economic security and engage in
real, substantive discussions to work on economic diversification and supply-chain resilience.
The EU should encourage commercial efforts and work with ASEAN countries to help
mobilize investments from multilateral financial institutions into the infrastructural needs
of the less developed ASEAN members to spur economic development and move away from
excessive dependence on China.
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Conclusion

The EU’s strategic posture in the Indo-Pacific remains inhibited by two interlinked yet
distinct problems of perception and credibility. ASEAN’s perception of the EU as primarily
an economic and normative actor and the view that the union’s posture is too closely aligned
to that of the United States constrains what the EU can achieve in security cooperation with ASEAN.

The EU is of value to ASEAN as a strategic partner because of what the union claims it
wishes to do: be strategically autonomous and act in partnership with others to uphold mul-
tilateralism and a rules-based order. If the EU is perceived to be working in lockstep with
the United States to contain China, this will diminish the EU’s position in Southeast Asia
as a partner with which the region can work to hedge against the consequences of increasing

U.S.-China rivalry.

Besides this perception issue, the EU must also overcome the legitimate skepticism of
ASEAN states as to the EU’s ability to operationalize its Indo-Pacific strategy and translate
its intentions into concrete actions. The war in Ukraine has added to this challenge, as the
EU’s attention and resources in the near term are inevitably drawn to addressing the real
threat posed by Russia and the impacts on domestic politics of rising gas prices and inflation.

If the EU can overcome these two hurdles, it can become an important actor that ASEAN

can count on to mitigate the security risks from the increasing strategic rivalry between the
United States and China in the Indo-Pacific.
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CHAPTER 3

EU-ASEAN Cooperation
on Cybersecurity and
Emerging Technologies

Raluca Csernatoni and Mark Manantan

Growing insecurity in the cyber domain and concerns over the socioeconomic impacts of
new technologies have received substantial attention from both the European Union (EU)
and the Association of Southeast Asian Nations (ASEAN). Cybersecurity is essential for
EU-ASEAN cooperation because of common and pressing interests in protecting critical
infrastructure, safeguarding data, fostering trust, preventing cyber crime, and promoting
digital trade and economic growth. These interests are foregrounded by both organizations’
commitment to promote an open, secure, stable, and peaceful information and communi-
cation technology (ICT) environment that is consistent with international and national laws.

The two organizations have developed strategies and initiatives to find common pathways
for collaboration, which display agency and autonomy to achieve mutual aims. Both the EU
and ASEAN need to adapt to a fast-evolving geopolitical environment that also affects the
digital and tech sectors, including through rapid transformations in the cyber-physical do-
mains engendered by emerging and disruptive technologies (EDTs) like artificial intelligence
(AI). This need inserts a dose of political realism into diplomatic relations between the two
organizations, which must continue to uphold the principles, norms, and values they share.

EU-ASEAN cooperation shows examples of both convergence and divergence amid the
intensification of cyber operations catalyzed by the war in Ukraine. The EU and ASEAN are
demonstrating their agency and autonomy against the backdrop of U.S.-China competition,
the deterioration of the rules-based international order, and the evolving threats of the cyber
landscape. Going forward, there are opportunities for the EU and ASEAN to deepen their
digital cooperation and chart a new path toward a balanced approach between principles
and pragmatism.
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The State of Play

The EU and ASEAN have converging interests in achieving effective cybersecurity, which is
aimed at protecting citizens’ safety online, ensuring trusted connectivity, promoting digital
trade, and boosting critical national infrastructures to prevent malicious cyber activities.
With their deep adherence to the principles of multilateral cooperation, both regional blocs
are keen to buttress consensus on what constitutes responsible state behavior in cyberspace.

The evolving nature and depth of EU-ASEAN cybersecurity cooperation is warranted.
Major structural forces—driven mainly by the U.S.-China trade-turned-tech war, Russia’s
invasion of Ukraine, and the aftereffects of the coronavirus pandemic—have reinforced the
need for a deeper EU-ASEAN strategic partnership. And this observation could not be more
reflected in the current theater of great-power competition and the center of rapid digital
economic growth: the Indo-Pacific.

EU-ASEAN collaboration in cyberspace cuts across various platforms and activities, given
the two organizations’ shared goal of maintaining an open, secure, stable, accessible, and
peaceful ICT environment. The 2019 ASEAN-EU Statement on Cybersecurity Cooperation
underscored the importance of strengthening cyber capacity-building, confidence-building
measures, the sharing of best practices, and the promotion of cyber norms and responsible
behavior in cyberspace.*® Recognizing the growing risks and harms that digital technologies
pose to social cohesion and stability, the EU and ASEAN have also started to discuss the
rising prevalence of misinformation and disinformation.”’

Individually, both organizations have put forward Indo-Pacific outlooks to navigate growing
uncertainties. Launched in 2019, ASEAN’s Outlook on the Indo-Pacific (AOIP) asserts the
group’s desire to maintain its convening role amid great-power rivalry.* While the AOIP is
not a strategy but a framework, it envisages ASEAN’s centrality as the underlying principle
for fostering ASEAN-led cooperation in the Indo-Pacific.

Similarly, the EU Strategy for Cooperation in the Indo-Pacific is a direct response to the
emerging power dynamics that are underpinned by regional volatility.*’ As geostrategic
competition shifts into the geotechnological realm, the EU strategy notes digital governance,
partnerships, and connectivity as priority areas. The strategy pays particular attention to
connectivity and highlights the need to invest in digitization and better connect Europe

to its partners in the Indo-Pacific. The document also aims to “strengthen cooperation on
research and innovation under ‘Horizon Europe’ [the EU’s research funding program] [and]
explore the association to this programme of eligible likeminded Indo-Pacific partners such
as Australia, Japan, Republic of Korea, New Zealand and Singapore.”

Conversely, the ASEAN Digital Masterplan 2025 envisages ASEAN as a leading digital
community and economic bloc that is powered by secure and transformative digital services,
technologies, and ecosystems.” In this regard, at their forty-five-year commemorative
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summit in 2022, the two organizations vouched to deepen their commitment to an EU-
ASEAN approach that covers digital connectivity; science, research, and technology; and
enhanced investments in innovation.>?

Both the EU and ASEAN have recognized the potential of Al to bolster digital transforma-
tion, economic growth, and frontier innovation. The EU has put forward a comprehensive
Al strategy, which aims at promoting the research, innovation, and development of Al
technologies and applications across Europe by making the bloc a world-class hub for Al
while ensuring that the technology is human-centric and trustworthy.”

Such goals have translated into a European approach to excellence and trust that is based
on concrete rules and actions.** This approach is supported by the European Commission’s
2021 Al package, which included a proposed regulation to harmonize rules in this sphere,
the Al Act (AIA).” With the AIA, the EU has developed an Al governance stance that
emphasizes a binding regulatory framework based on the responsible and ethical use of

Al technologies. The act is the first-ever attempt to introduce a risk-based regulation of Al
systems already in use, according to which risks deemed unacceptable would be prohibited,
while high-risk Al systems would be authorized but could only gain EU market access if
they met a specific set of requirements. This framework addresses issues such as transparen-
cy, safety, accountability, cybersecurity, and data protection and aims to ensure that Al is
used in a way that respects fundamental rights and European values.

The pace of Al adoption in ASEAN is correlated with the region’s degree of digitization.

In 2021, the association launched the Consolidated Strategy on the Fourth Industrial
Revolution for ASEAN, which highlighted the importance of Al to the bloc, including the
technology’s potential to contribute up to nearly $1 trillion to ASEAN’s gross domestic
product.’® This potential refers to applications such as predictive algorithms for streamlining
financial and educational services as well as other industries, like healthcare, transportation,
and logistics. The strategy also recognized that despite its numerous applications, Al presents
risks similar to those of big data analytics, especially concerning potential cybersecurity
breaches and data misuse.

Challenges

As evinced by their Indo-Pacific frameworks, the EU and ASEAN have converging interests
in maintaining peace and stability in the region and promoting digital economic growth
amid systemic crises and disruptions. However, propping up a vibrant digital economic
ecosystem that is conducive to collaboration requires more than diplomatic showmanship.

It also requires overcoming fundamental challenges of cyber instability, the digital divide,
and a fragmented consensus on data governance.’” Equally vital is addressing the underlying
divergence in the EU and ASEAN’s political and institutional decisionmaking processes.
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Cyber Instability

The potential for cyber operations to spill over from the Ukraine war into Southeast Asia un-
derscores the borderless nature of cyber conflict, which has political, digital, and economic
security ramifications within and beyond the cyber domain. It is therefore prudent for both
organizations to prepare for such spillover effects, which range from increased intelligence
collection and new disinformation campaigns to hacktivist and distributed denial-of-service

(DDOS) attacks.

Fundamental differences exist between the EU and ASEAN, especially on cyber crime
regulation. Aside from the Philippines, ASEAN member states have not ratified the Council
of Europe’s Budapest Convention on cyber crime. Meanwhile, the EU’s Indo-Pacific strategy
makes explicit reference to cyber crime and the need for the union to strengthen
capacity-building for partners to tackle cyber crime and increase overall cyber resilience.

There is no unified decisionmaking framework among ASEAN member states, which rely
mostly on disparate networks of bilateral legal-assistance treaties that further complicate
regional law-enforcement cooperation. Compared with the EU, ASEAN depends on a more
consensual approach, which at times is largely symbolic rather than practical. Addressing
this challenge is critical to set the foundation of any prospective EU-ASEAN cooperation
before diving into the specifics of cybersecurity and digital technology. Moreover, there is
no common understanding of the definition of cyber crime, as some ASEAN member states
focus more on cyber crime policy, which deals with disinformation rather than technolo-
gy-related issues.”® Unfortunately, however, concrete progress on cyber crime might be futile
in the short to medium term given the current geopolitical climate.

While not directly tied to the ongoing Russia-Ukraine war, cyber crime, such as ransomware
attacks, phishing campaigns, or financial fraud, flourishes during crises, chaos, and geopolit-
ical tensions. As Russia’s relationship with the West further deteriorates, President Vladimir
Putin is looking more to Asia, particularly ASEAN, for support.”” Unlike the EU, ASEAN
member states have no solid consensus on Ukraine because of differences in their political
views.®® Some states are ambivalent toward Russia’s invasion, while others’ stances are more
nuanced. Of the ASEAN members, Singapore has been the most vocal toward the invasion
and has imposed financial sanctions on the Kremlin. As the most technologically advanced
ASEAN state, it has also raised concerns about the implications of the invasion in the cyber
domain and introduced measures to reduce the risk of consumer harm in cryptocurrency trading.®

The Digital Divide

In addition to the varying geostrategic calculus determining how ASEAN countries choose
to engage with Russia, the digital divide between nations with and without full access to
ICT remains a pervasive issue that could hamper EU-ASEAN cooperation on cybersecurity,
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digital partnerships, emerging technologies, and connectivity. The digital divide perpetuates
the binary of digital haves and have-nots, exacerbating socioeconomic and political inequi-
ties across ASEAN and between Southeast Asia and Europe.

This divide has deep implications for Southeast Asia’s proactive participation in international
standards-setting bodies and the cultivation of a pan-ASEAN data-sharing ecosystem, which
are vital for enabling regional collaboration on emerging technologies while ensuring the
security and stability of critical infrastructures.®” In terms of a more principled approach to
furthering EU-ASEAN engagement, it is important to note the two blocs’ differing attitudes
toward human rights—based uses of ICT. For example, when it comes to surveillance practic-
es and digital privacy rights, the EU has established comprehensive data protection legisla-
tion, including the General Data Protection Regulation (GDPR), which sets high standards
for privacy rights and imposes strict obligations on organizations that handle personal data;
meanwhile, ASEAN member states have varying levels of data protection legislation, with
some countries still in the process of developing comprehensive privacy frameworks. Such
differences may also cause friction between the two organizations in terms of pragmatic
exchanges on cyber diplomacy, digital cooperation on EDTs, and the promotion of critical
infrastructure resilience, given their varying perceptions on issues relating to content,
privacy, and tech.

Consequently, cybersecurity standards and data protection principles across the ASEAN
member states are very fragmented. Countries differ in terms of the extent to which they
lean toward surveillance or openness in the way they approach questions of national security.
Conversely, while there are variations in cybersecurity standards across the EU’s
twenty-seven member states, the bloc has established a comprehensive regulatory framework
for cybersecurity.

Digital Governance

The EU’s stated goal of promoting multilateralism in the Indo-Pacific faces important
obstacles in the areas of digital governance and partnerships as well as cybersecurity. These
obstacles include, above all, U.S.-China competition across the Indo-Pacific, which spills
over into the EU’s engagement with ASEAN. This situation has led to tensions in the area
of connectivity with regard to ASEAN member states’ potential decoupling from China,
especially due to different approaches to digital governance. What is more, geographic and
digital realities are impacting geoeconomics and digitization dynamics across the region.
This means that the EU will also have to consider trade-offs between its interests and the
goal of promoting multilateralism with key institutional partners such as ASEAN, including
in areas related to emerging technologies.
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Opportunities for EU-ASEAN Cooperation

Working closely together and with other like-minded partners in the wider Indo-Pacific,
the EU and ASEAN can be voices of moderation against the great-power competition in
the region. While there are differences in the two organizations’ institutionalization and
consensus-building processes regarding cyber, digital, and technological cooperation, both
blocs are committed to peaceful multistakeholder approaches, multilateralism, international
cooperation, and community-building based on trust and dialogue. Cybersecurity and Al
regulation stand out as two promising areas for potential EU-ASEAN collaboration.

Cybersecurity

Cybersecurity and EDTs are high on the agendas of both parties, with the EU and ASEAN
having demonstrated a track record of cooperation that confirms their shared interests on
these strategic issues. Even though ASEAN does not have the same strong regulatory powers
as the EU, both organizations are cognizant that cybersecurity is fundamental to their
ongoing digital transformations and their prospects in the emerging digital economy.

In this respect, one concrete step forward in promoting a values-based and pragmatic
response to cybersecurity risks is to deepen EU-ASEAN engagement via the creation of
targeted instruments, such as a potential EU-ASEAN cyber diplomacy toolbox. The EU
Cyber Diplomacy Toolbox could provide a basis for reflection on how to tackle state-spon-
sored cyber espionage effectively and practically.®® The EU’s toolbox clearly signals the
value of a joint EU diplomatic response to malicious cyber activities via international
engagement—specifically, by influencing the behavior of potential aggressors in cyberspace
and thus bolstering European cybersecurity. Yet the ongoing revision of the toolbox also
points to the fact that some areas of engagement can be further improved. Such discussions
could provide a starting point for the EU and ASEAN to address common challenges, from
fostering a common understanding of priorities and cyber threat perceptions to improving
intelligence-sharing and agreeing on collective measures against cyber threats.

The EU’s view of cyber diplomacy centers on working closely with like-minded partners.
While this may be a good starting point, if the EU wants to build broad support and
strengthen its position as a norm-setter in cyberspace and on EDTs, it will need to be fully
committed to multilateralism and multistakeholder engagement while being internationally
inclusive. The creation of an EU-ASEAN cyber diplomacy toolbox could be a concrete way
to achieve such goals.

The EU should also prioritize engagement with ASEAN and lead the way in ensuring
common standards for the internet, cybersecurity, cyber resilience, data and Al governance,
critical infrastructure protection, and connectivity. Relatedly, fifth-generation (5G) networks
are exposed to cyber attacks on a scale never seen before. China is building Southeast Asia’s
5G infrastructure, which puts ASEAN in a precarious position. Although European players
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like Ericsson and Nokia were primed as alternatives, they do not come close to what Huawei
offers for a comparable price. This is an area in which concrete actions, such as creating
frameworks for the screening of foreign direct investment, could prove

particularly productive.

Making critical decisions to use or not use certain Chinese, U.S., European, or indigenous
network vendors creates geopolitical complications for both ASEAN and EU member
states. ASEAN could take note of the backlash against Huawei’s 5G package and how it has
reverberated in the EU. In early 2020, the EU put forward its toolbox for 5G security,** the
goal of which is to create a robust framework of possible measures to mitigate the cybersecu-
rity risks of 5G networks. The EU should take active steps to promote its 5G toolbox as an
avenue for cooperation with ASEAN countries.

Al Regulation

When it comes to regulating AI, ASEAN can learn from the EU’s trust- and risk-based
approach in several ways. ASEAN could implement similar ethical guidelines for the
development and use of Al that prioritize human-centric and trustworthy approaches by
addressing issues such as transparency, accountability, safety, and data protection. There are
also several areas where the EU could draw insights from ASEAN, including the extension
of digital infrastructure, connectivity, affordable internet access that bridges the urban-rural
divide, and mobile-centric digital solutions and services.

EU-ASEAN cooperation in this area would build on the fact that the EU’s GDPR is seen

as the preferred model by countries like Indonesia, Malaysia, Thailand, and, to some extent,
Singapore. Likewise, ASEAN can learn from the EU’s regulatory approach, particularly
toward big tech companies, given Southeast Asia’s booming start-up ecosystem. The EU’s
Digital Services Act (DSA) and Digital Markets Act (DMA) could be attractive models for
Southeast Asia in curbing the worst excesses of big tech and fostering trust and transparency
among ASEAN member states.”®

In terms of the EU’s potential to externalize its regulatory frameworks, the proposed Data
Act could be equally attractive to ASEAN member states. This act puts forward new hori-
zontal rules on who can use and access the data generated across all economic sectors in the
EU, with the aim of ensuring fairness and competitiveness in the European data market.*
Together, the AIA, the DSA, the DMA, and the Data Act comprise a regulatory package
that will apply across the EU to set landmark standards for a safer and more open digital
space, both to protect the fundamental rights of users and to establish a level playing field

for companies in the years to come.
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Conclusion

Optimism persists in the EU and ASEAN for sustained and elevated digital and technolog-
ical cooperation. With their firm commitment to the tenets of multilateral collaboration,
both blocs are also motivated to foster consensus on what constitutes responsible state
behavior in cyberspace, and what a human-centric digital transition might look like. Given
that much is at stake in the current geopolitical and geoeconomic context, this transition
comes with pragmatic opportunities and disruptions that require forward-looking responses.
These responses include values-based and joint approaches to avoid authoritarian regimes’
misuses of EDTs and increasing limitations on internet openness and individual freedoms.

The EU and ASEAN should work together to strengthen citizens’ rights online with regard
to data protection and data portability and to rein in the increasing critical infrastructure
power of tech giants. For the EU, working with Indonesia and Singapore in particular could
be an entry point to more advanced data governance dialogues with ASEAN. The EU and
both countries face similar cybersecurity and tech challenges, such as protecting critical
infrastructures, combating cybercrime, and bolstering digital innovation and transforma-
tions. Moreover, both Indonesia and Singapore have established themselves as leaders on
cybersecurity issues by implementing advanced cybersecurity measures while being import-
ant emerging tech hubs with growing pools of tech talent and innovation start-ups.

Amid unprecedented geopolitical tensions, the proliferation of states and nonstate actors

in the cyber domain, and the fragmentation of digital governance, the EU and ASEAN

are taking incremental yet significant steps to harmonize their initiatives and increase the
resilience of the global internet ecosystem. Lucrative areas of further potential engagement
include coordination of regulatory and standard-setting initiatives, capacity-building, and
awareness-raising on the challenges emanating from cyberspace and emerging technologies.
Such synchronization of policies and initiatives is rooted in the two organizations’ shared
goal of building capacity to bridge existing gaps in cybersecurity and digital and tech
cooperation. At the crux of this goal, whether at the technical or the policy level, is the deep
desire of both organizations to embrace a whole-of-society approach based on multilateral
and multistakeholder engagement.
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CHAPTER 4

EU-ASEAN Trade, Investment,

and Connectivity Cooperation
Matt Ferchen and Cheng-Chwee Kuik

There are several reasons why Southeast Asia is at the center of the European Union’s (EU’s)
Indo-Pacific courtship. The first is strategic convergence: both the EU and the states of the
Association of Southeast Asian Nations (ASEAN) seek to hedge the multiple risks of uncer-
tainties associated with the U.S.-China rivalry; and both want to do so by diversifying their
external partnerships while cultivating room for maneuver and keeping their options open as
long as possible. The second reason is economic complementarity and growth opportunities:
both sides aim to benefit from each other’s comparative advantages and reduce risks asso-
ciated with dependencies on China while enhancing longer-term economic resilience. The
third factor is institutional dynamics: the EU and ASEAN are widely regarded as the most
successful regional organizations in the developed world and the developing Global

South, respectively.

At the same time, however, challenges of ambivalence, competition, and protectionism mean
that the EU and ASEAN will need to work diligently to build new momentum in their
commercial and diplomatic relations. Going forward, enhanced connectivity cooperation
will depend on whether and to what extent the Global Gateway—the EU’s infrastructure
investment and connectivity initiative, launched in late 2021—can be pursued on the basis
of accessibility, equality, and viability. Of particular importance is whether enhanced EU
partnerships with ASEAN states on connectivity cooperation offer a real alternative to
China’s Belt and Road Initiative (BRI) or U.S.-led efforts like the Partnership for Global
Infrastructure and Investment.

The State of Play

The EU has been a dialogue partner of ASEAN since 1977, with growing layers of mul-
tidomain, multilevel cooperation among increasing numbers of countries in Europe and
Southeast Asia as the two regional organizations have expanded their memberships and
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ASEAN has enmeshed more partner countries via ever-evolving ASEAN-led mechanisms
since the mid-1990s.®” Hence, EU-ASEAN cooperation consists not only of institutionalized
partnerships between the two organizations but also of circles of cooperation that involve
two of the world’s most economically dynamic and diverse regions.

Ofhcial EU evaluations of the relationship with ASEAN tend to emphasize the dynamism
of Southeast Asian economies, the size of the region’s population at over 600 million, and
the deep trade and financial ties between Europe and Southeast Asia. Indeed, EU-ASEAN
economic relations reflect a high degree of interdependence. For well over a decade, govern-
ments and businesses from the two regions have been engaged in efforts to further deepen
their trade and investment connections, including through multilateral and bilateral agreements.

For example, in 2021, ASEAN was the EU’s third-largest trade partner, after China and

the United States. Likewise, in the same year, the EU was also ASEAN’s third-largest trade
partner, after China and the United States. In terms of trends, total EU-ASEAN trade in
goods expanded by almost 30 percent from $210 billion in 2012 to just under $270 billion
in 2021. Yet, in the same period, ASEAN’s overall trade in goods with China more than
doubled from nearly $320 billion to almost $670 billion, while U.S.-ASEAN trade increased
by over 80 percent from about $200 billion to just under $365 billion.*® So while the EU
and ASEAN have maintained robust trade ties in the last decade, this relationship has not
kept pace with increasing Chinese and U.S. trade with the region.

Figure 1. Trade in Goods with ASEAN
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Source: “ASEAN Statistical Yearbook 2022,” ASEAN Secretariat, December 2022, https://www.aseanstats.
org/wp-content/uploads/2023/04/ASYB_2022_423.pdf.
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However, because trade is multilateral rather than bilateral, the relatively moderate pace of
growth in EU-ASEAN trade compared with ASEAN’s trade with the United States and
China reflects a growing trade diversion related to U.S.-China tensions. That is, some goods
that previously were shipped directly from China to the United States are now assembled in,
and exported from, countries in Southeast Asia like Vietnam. Steady if muted EU-ASEAN
trade growth is therefore also a function of the EU’s comparatively stable trade and political
ties with China. Overall, EU-ASEAN trade in goods continues to reflect a high level of in-
tra-industry trade, especially in machinery, transportation equipment, and optical products,
underpinning the potential for further growth and diversification.

An EU-ASEAN Free-Trade Agreement

The most ambitious government-led effort to deepen trade between Europe and Southeast
Asia was a proposed EU-ASEAN regional free-trade agreement (FTA), negotiations for
which took place between 2007 and 2009. The talks were paused in favor of a series of
bilateral FTAs and investment protection agreements between the EU and individual
ASEAN countries. A major reason that a regional agreement with ASEAN was abandoned
for bilateral deals is the diversity in political systems and levels of economic development
across Southeast Asia. While there has been some discussion of reviving a region-to-region
FTA, the challenges posed by such diversity likely mean that bilateral trade deals will remain
the focus.

Bilateral Trade Deals

Two such bilateral agreements, with Singapore and Vietnam, have been signed and at least
partly entered into force. Vietnam is especially important in this context because in addition
to the EU’s FTA, member states like Germany have sought to expand their bilateral trade
with Vietnam as part of a broader diversification of regional supply chains.® Negotiations on
a similar agreement with Indonesia are ongoing, while talks with Malaysia, the Philippines,
and Thailand are on hold. In the latter two cases, the pause in negotiations has been tied
directly to EU criticisms of the suspension of democracy or human rights abuses in those countries. ”°

In addition to these country-specific trade and investment agreements and negotiations,

the EU has been keen to promote sector-specific cooperation in areas such as the digital
economy, green technology and services, and supply chain resilience. These issues feature
prominently in key EU initiatives that focus on Southeast Asia, including the union’s Global
Gateway and Indo-Pacific strategy.

Investment and Connectivity
The EU has been one of the most important sources of foreign direct investment (FDI) in

ASEAN countries (see table 1). Contrary to conventional wisdom, Chinese investment in
ASEAN countries is consistently less than that of the EU and of the other two major sources
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of FDI: the United States and Japan. The EU highlights that as of 2019, its overall stock of
FDI in the ASEAN region was worth around €314 billion ($344 billion)—close to the value
of U.S. FDI stock in the region, which was worth $329 billion in 2020 (see table 2)."

Table 1. Biggest Non-ASEAN Investors in ASEAN, 2010-2021

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Number 1 EU EU us. Japan | EU us. EU us. EU us. usS. uUsS

Number 2 usS. US. Japan EU U.S. China Japan China Japan Japan EU EU

Number3  Japan Japan China U.S. Japan Japan U.S. Japan China @ EU  Japan China

Source: "“ASEAN Statistical Yearbook 2022,” ASEAN Secretariat, December 2022, https://www.aseanstats.org/
wp-content/uploads/2023/04/ASYB_2022_423.pdf.

Table 2. Investment Into Southeast Asia, 2010-2021
millions of U.S. dollars

EU U.s. China Japan
2010 20,958 15,430 3,630 12,855
20M 24,419 8,197 7194 7,798
2012 -2,536 18,91 7,975 14,853
2013 15,718 11,457 6,165 24,609
2014 28,943 21143 6,812 13,436
2015 20,373 22,912 6,572 12,962
2016 31,168 12,549 9,952 15,524
2017 14,867 30,627 18,048 15,554
2018 29,47 -25,815 12,816 28,129
2019 14,724 38,048 9,421 23,236
2020 18,526 28,645 7,092 11,789
2021 26,531 40,249 13,829 11,876
TOTAL 243,161 222,353 109,506 192,621

Source: "ASEAN Statistical Yearbook 2022,” ASEAN Secretariat, December 2022, https://www.aseanstats.org/
wp-content/uploads/2023/04/ASYB_2022_423.pdf.
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In terms of specific ASEAN countries, Singapore, as a regional financial and logistics hub,
stands out as the largest recipient of all FDI in the region, including from the EU. Other
important destinations for EU investment are Indonesia, Malaysia, Thailand, and Vietnam,
whereas the poorer Mekong region countries of Cambodia, Laos, and Myanmar attract far
less EU investment. It is in these poorer countries, which also face serious governance chal-
lenges, that China has focused much of its development-related diplomatic efforts, including
support for infrastructure and connectivity projects.

EU-ASEAN economic relations manifest themselves not only in trade and investment

ties but also in cooperation on infrastructure connectivity. Some ventures in this area are
supported by private finance; others are funded by official EU loans and aid. Key examples
of EU-backed infrastructure projects include grid and road modernization in Cambodia;
urban transportation, roads, and irrigation systems in Laos; grids and hydropower plants

in Vietnam; and solar power systems and a hydropower plant in the Philippines.” At the
EU-ASEAN summit in December 2022, the EU proposed to mobilize €10 billion ($11
billion) in Global Gateway financing for green transitions and sustainable connectivity in
the ASEAN region. In particular, the EU says, “investments will focus on energy, transport,
digitalisation, education and promote trade and sustainable value chains.””

EU-sponsored connectivity cooperation, especially the Global Gateway, faces strong compe-
tition from China’s BRI and, to some extent, U.S.-sponsored initiatives like the Partnership
for Global Infrastructure and Investment and the Indo-Pacific Economic Framework.
Despite controversies and shortcomings, BRI-related hard and soft infrastructure projects
have been expanding across Southeast Asia over the past decade.” Western connectivity
efforts all rely heavily on public-private partnerships in which government-backed efforts are
meant to catalyze private financing, while the BRI continues to be much more fully state
supported. From the point of view of ASEAN countries, such competition among govern-
ments and private capital may provide an opportunity to bargain, but given the politicized
nature of competition between Western countries and China, there is also a risk of being
exposed to those geopolitical rivalries.

Challenges

Despite examples of fruitful EU-ASEAN cooperation, many hurdles remain in the rela-
tionship between the two regions. Challenges such as ASEAN’s ambivalence toward EU
strategies, competition with other trade blocs, and protectionist trade policies mean that
both sides need to deepen their understanding of the other’s core economic and geopolitical
interests and priorities.

Carnegie Europe | 35



ASEAN's Ambivalent Views of the EU's Strategies

The ASEAN states view the EU’s Indo-Pacific strategy as an emerging reality that entails
both promises and pitfalls. On the one hand, most if not all Southeast Asian states see the
Indo-Pacific pivots of the EU and individual European powers as a geopolitical trend that
presents a need for greater diplomatic and defense engagements between regional states and
extraregional powers.” If successful, such enhanced engagements would strengthen the
rules-based normative order while contributing to a stable balance of power and preventing
the emergence of a predominant power in Asia.

The EU’s regional security role in Asia was acknowledged and highlighted, for instance, by
Singaporean Prime Minister Lee Hsien Loong in a speech in May 2022: “As the strategic
balance shifts,” he said, Asian countries’ aim “should be to achieve a regional balance

of power and influence among all stakeholders. Not only among the Asian countries
themselves, but also with others, such as the US, EU and UK so that we can promote a
more stable and secure environment in the region.””® Meanwhile, President Ferdinand
“Bongbong” Marcos Jr. of the Philippines, one of four ASEAN states that have overlapping
maritime claims with China in the South China Sea, commented at the December 2022
summit that ASEAN was in a “very strong position” to negotiate issues on the South China
Sea dispute, as the association had the “strategic support” of the EU.”

On the other hand, the ASEAN states also see geopolitical risks and geoeconomic pitfalls
in Europe’s strategic approaches. Geopolitically, the European powers” Indo-Pacific push—
alongside strategic realignments by the United States and other like-minded nations to
constrain an increasingly powerful China—might, if taken too far, raise the risks of entrap-
ment, polarization, and marginalization for ASEAN states.”

In terms of geoeconomics, for all the EU-ASEAN activity in negotiating regional, coun-
try-specific, or sector-specific trade and investment deals, it is clear that such nominally
economic agreements are also efforts to deepen political relations. As such, some of the
obstacles these deals face are political and normative; that is certainly the case in some of the
EU’s other major efforts to sign large regional agreements, in particular with Mercosur. The
diversity of political systems in Southeast Asia, with some countries backsliding on democ-
racy, and the differing levels of economic development in the region pose challenges for
expanding the quantity and quality of EU-ASEAN trade and investment agreements. The
EU has claimed that, going forward, its FTA strategy will focus on being “greener, fairer and
more sustainable,” but this will require a detailed understanding of how ASEAN member
state governments and their citizens view their needs and interests.”

Accordingly, the ASEAN states’ perceptions of the EU’s Global Gateway initiative are rather
mixed. Many ASEAN members see the program, which promised to mobilize up to €300
billion ($329 billion) between 2021 and 2027 to build modern infrastructure in Africa,
Asia, and beyond, as a potential source of developmental benefits for countries in the Global
South amid their postcoronavirus recovery and growth efforts.* But they are skeptical about
the likelihood of the Global Gateway becoming an alternative to China’s BRI.*
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Thus far, many observers in Southeast Asia, as elsewhere, view the Global Gateway more as
an announcement than as a concrete, credible initiative. In November 2022, about a year
after the EU unveiled the scheme, officials said at a hearing in the European Parliament
that “none of the €300 billion would be ‘new,” the “Global Gateway does not bring new
financial means,” and “there is no additional money when it comes to the EU level.” An
EU spokesperson added that “at this stage, we are taking forward projects and flagship
programmes with our partner countries under [the] Global Gateway agreed on a rolling
basis.”® Hence, while the launch of the Global Gateway may not be too late, Southeast
Asian elites see the initiative in its current form as either too little or too unsubstantiated to be
taken seriously.

Competition With Other Trade Blocs

Southeast Asian states also share a deep-seated anxiety over the growing pressure from
intensified big-power rivalries. As scholar Malcolm Cook observed, the ASEAN states’
ambivalence toward the Indo-Pacific largely “stems from Southeast Asian states’ historically
informed fears of themselves becoming pawns and the region as a whole an arena of great

power competition.”™

The intensifying U.S.-China rivalry is deepening such fears. At the December 2022 summit,
Marcos, when asked whether ASEAN would welcome the EU competing with either the
United States or China, responded, “We would rather not have these tensions in our part

of the world. That is the last thing that we would like.” He stressed that the Philippines had
“taken an independent policy and we absolutely refuse to go back to the situation of the Cold

War where we have to pick sides in terms of who the superpower is that we are aligned with.”®*

In a similar vein, the Singaporean leader cautioned that while geopolitical tensions had led
more countries to emphasize “resilience and national security considerations over . . . eco-
nomic gains,” states “should be very careful about taking extreme measures, pre-emptively
before conflicts arise.” In his words, “whether [countries] disconnect themselves from global
supply chains and strive for reshoring or . . . cut off countries that are not allies or friends[,]
such actions shut off avenues for regional growth and cooperation, deepen divisions between

countries, and may precipitate the very conflicts that we all hope to avoid.”®

Protectionist Trade Policies

On the substance of the Global Gateway, while a greater effort to enhance EU-ASEAN
economic cooperation is welcome, the economic inducements offered by the EU are not ex-
actly what ASEAN states prioritize. When the EU announced the €10 billion infrastructure
package of grants and loans for ASEAN states in December 2022, some leaders emphasized
that Southeast Asia preferred trade deals to handouts. Hun Sen, the Cambodian prime
minister and outgoing ASEAN chair, said that “ASEAN is not always waiting for help from
the EU, but [we] need to see the complementarity of the economies of the two regions” and
that “ASEAN and Europe [should] agree to have a free-trade agreement.”®
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There are concerns about the terms and spirit of partnerships as well. Amid an ongoing
dispute with the EU over nickel and palm oil, Indonesia’s two most crucial commodities, the
country’s President Joko “Jokowi” Widodo said that “partnership must be based on equality”
before adding that there “should no longer be anyone dictating and assuming that their
standard is better than others.”® It is not only Indonesia that views the EU’s palm oil import
restrictions due to concerns over deforestation as unfair and discriminatory. Malaysia, the
world’s second-largest palm oil producer, has also been at loggerheads with the EU for

years over curbs on palm oil imports. Both Indonesia and Malaysia see the EU’s import
restrictions as trade barriers and protectionist measures for the benefit of the bloc’s domestic
oilseed industries.®

Opportunities

The EU’s Indo-Pacific strategy and Global Gateway initiative are still in their formative
stages and therefore have the potential to be shaped and developed in ways that move
beyond entrenched patterns. Looking forward, the prospect and progress of enhanced EU-
ASEAN connectivity cooperation depend on the extent to which the Global Gateway will be
promoted in an accessible, equitable, and viable manner.

First, to be an attractive alternative to China’s BRI and broader development-themed
economic diplomacy, the EU’s approach must be concrete, credible, and accessible. Thus far,
the EU’s new connectivity strategy falls short of these expectations. Second, a politically ac-
ceptable and sustainable partnership must be built on equality, fairness, and mutual respect.
Third, as big-power rivalries escalate, a viable partnership between the EU and ASEAN must
be developed in an inclusive, impartial, and institutionalized manner. To this end, both
sides should frame and promote EU-ASEAN connectivity cooperation within the context of
mainstreaming the ASEAN Outlook on the Indo-Pacific.

Beyond EU-led connectivity cooperation, the two sides can do more to ensure that stalled
bilateral trade and investment agreements between the EU and individual ASEAN coun-
tries, or even the proposed multilateral agreement, are part of a renewed economic relation-
ship between Europe and Southeast Asia. Especially as ASEAN countries emerge from the
health and economic crises induced by the coronavirus pandemic, the EU should ensure that
such trade deal discussions also align with the interests and needs of the region.

At the same time, as European governments and firms move forward with proposals for
reconfiguring supply chains to reduce risk and maximize resilience, they need a close and
careful understanding of the capacities and desires of ASEAN countries to play a role in that
process. In particular, as the EU promotes its new directive on corporate sustainability due
diligence, which aims to foster responsible behavior throughout supply chains, the union
should closely collaborate with its ASEAN counterparts to ensure that such policies are also
accessible, equitable, and viable.

38 | Reimagining EU-ASEAN Relations: Challenges and Opportunities



CHAPTERS

EU-ASEAN Engagement on
Democracy: Sharper Challenges,
New Opportunities

Ummu Salma Bava and Richard Youngs

Cooperation between the European Union (EU) and the Association of Southeast Asian
Nations (ASEAN) has for decades struggled to develop any effective focus on democracy
and human rights. ASEAN countries have long pushed back against European democracy
and human rights policies. The Economist Intelligence Unit’s 2022 Democracy Index
ranked Indonesia, Malaysia, the Philippines, Thailand, and Singapore as flawed democracies
and Cambodia, Laos, Myanmar, and Vietnam as authoritarian regimes¥although these
categorizations are contested and have shifted over time.*

The EU has prioritized trade and security issues in its relations with ASEAN and has been
inconsistent in engaging with normative political concerns, while many European states
have also suffered democratic erosion in recent years. Since 2022, diverging positions on the
Russian invasion of Ukraine have reduced the prospects of democracy becoming a high-pro-
file part of the EU-ASEAN agenda. The challenges of developing cooperation in this area are
more severe than in other strands of the agenda. Nevertheless, there are some limited oppor-
tunities for cooperation, in particular on the civil society dimension of the relationship.

The State of Play

There have been acute sensitivities about the place of democracy and human rights in EU-
ASEAN relations since the two actors signed a cooperation agreement in 1980. Relations
have long struggled to prevent political issues from complicating interregional cooperation.
A brief overview of the evolution of EU-ASEAN relations reveals both the difhiculties of
broaching democracy and human rights issues and the way they have gradually found a
modest place on the interregional agenda.

In the 1980s and 1990s, the absence of democracy in the ASEAN region pushed the EU
to focus on the economic dimension of relations with Southeast Asia. Regime control over
opposition parties and the erosion of civil liberties in many ASEAN countries were recurring
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features in the decades before and after the end of the Cold War, even as uneven demo-
cratic transitions opened in the Philippines in 1986 and Indonesia in 1998. Although most
transitions to democracy in the region have since suffered rollbacks, the 1997 Asian financial
crisis and the shift toward democracy in Indonesia opened conversations about democracy
and human rights in ASEAN. On the European side, in 2001 the EU launched its new
approach to the region through the “Europe and Asia: A Strategic Framework for Enhanced
Partnerships” document, which sought to find points of political convergence beyond
economic relations.”

In 2007, ASEAN adopted its charter, which committed the organization to “the principles of
democracy, the rule of law and good governance, [and] respect for and protection of human
rights and fundamental freedoms.”" This action by ASEAN could be considered the first
step toward publicly positioning the organization as a supporter of normative principles that
the EU had long endorsed, and this perhaps opened the prospect of new areas of interre-
gional political cooperation. In a significant step toward political institutionalization, in
2009 the ASEAN Intergovernmental Commission on Human Rights began work; in 2012,
ASEAN adopted its Human Rights Declaration, which marked a new chapter on strength-
ening and protecting regional cooperation on human rights.”>

Thus, it can be argued that ASEAN moved external concerns about democracy among its
member states from being a peripheral issue to part of its internal political identity. However,
ASEAN’s adoption of these regional initiatives did not translate into strong political actions,
as democratic reforms have been slow and authoritarian regime stability has benefited from
strong economic performance across the region.

The Rise of China

By the end of the 2010s, the EU was struggling with democratic backsliding in many of
its member states. It is in this context of fraught political transitions in both the EU and
ASEAN that the two regions engaged each other—and did so amid the growing geopolit-
ical shift evident in Asia with the rise of China. In parallel, the EU was engaging different
strategic partners, including China and India, as it sought to strengthen its relations with
ASEAN. A European pivot toward Asia was discernible, driven by changing geopolitical
developments that were giving the Indo-Pacific region greater strategic and geoeconomic
prominence. This shift also led the EU to reexamine its own interests and confront new
strategic concerns and political choices in EU-ASEAN relations.

The EU acceded to the Treaty of Amity and Cooperation in Southeast Asia (TAC) in 2012.%
The TAC is an important nonaggression and cooperation pact signed by ASEAN’s members
in 1976 and, subsequently, by its partners. Albeit without naming China as a security risk,
the then EU high representative for foreign affairs and security policy saw the union’s ac-
cession to the TAC as an opportunity to work with ASEAN to address some of the political

and security concerns in the region.”*
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Despite the patchiness of democracy in ASEAN countries, in 2015 the first EU-ASEAN
Policy Dialogue on Human Rights took place, institutionalizing bilateral engagement on
human rights. To date, four dialogues have been held, the most recent in 2022. Although
these dialogues have enabled a conversation between the two sides, it is questionable whether
the conversation has compelled ASEAN states to address internal rights-related issues in any
tangible way. The EU can claim some success in that it has moved beyond its focus on trade
to make human rights an integral part of meetings with ASEAN partners, but the impact
of this development has arguably been modest. Economic priorities remain paramount:
while the EU removed trade preferences for Cambodia in 2020 because of violations of
human and labor rights, the union has generally not let human rights issues get in the way
of commercial relations; it signed new trade agreements with nondemocratic Singapore and
Vietnam in the late 2010s.

Meanwhile, the EU has become more concerned with security issues emanating from the
region. The growing Chinese presence, with the launch of the Belt and Road Initiative in
2014, has transformed the geopolitical and geoeconomic landscape, creating new security
concerns. The EU acknowledged this shift in its 2016 Global Strategy and put out a strategy
for connectivity in Asia in 2018.”° As a consequence of these political developments, the

EU and ASEAN adopted a Global Partnership for Shared Strategic Goals in 2016, marking
a major shift in interregional relations.”® This partnership aimed to deepen the security
dimension of the relationship between the two organizations, but did not appear to upgrade
the democratization and human rights agenda in ASEAN. Clearly, the trade-off between se-
curity and normative political concerns tilted toward the former in the two regions’ engagement.

In 2020, the EU and ASEAN upgraded their relations to a strategic partnership—the

first such interregional exercise by the union. This move again focused mainly on security,
resilience, and sustainable connectivity, but democratic coordination also crept onto the
agenda. More recently, the EU’s Global Gateway, an infrastructure investment initiative, has
promised an alternative to China’s Belt and Road Initiative and, ostensibly, a way of funding
infrastructure compatible with “democratic values and high standards,” according to the
European Commission.”” However, it remains unclear what this means in practice, and the
Global Gateway is still not widely known in Southeast Asia.

Thus, although democracy and human rights do not play a major role in EU-ASEAN
relations, they have gradually found their way onto the interregional agenda. Political
dialogue has deepened between the two regions, and the EU has clearly defined ASEAN

as a crucial partner. This convergence is mainly about security and geoeconomics, but has
also brought with it some focus on democracy and human rights as a secondary part of the
agenda; democracy concerns are now nested within a much broader geopolitical set of shared
concerns across the two regions. Still, although the EU and ASEAN have incrementally
given democracy and human rights more visibility in their cooperation, the two blocs have
not developed a joint strategy to address fallout from the U.S.-China rivalry and the way this
affects democratic developments in the region.
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Challenges

EU-ASEAN relations today are colored by the deepening geopolitical contestation between
China and the United States in the region and unsettling developments in Europe, partic-
ularly Russia’s invasion of Ukraine, which has prompted closer Russia-China ties. The war
poses a challenge to the EU-ASEAN agenda, as it affects EU and ASEAN states differently
and has contrasting implications for the two regions” domestic politics and foreign policy
choices. Just as EU-ASEAN relations seemed to be gaining momentum, the Russian in-
vasion has introduced an issue of significant divergence. Adding to the growing political
challenge is China’s display of power, which seeks to enhance Beijing’s influence and pro-
duce instability in the region while the United States and the EU are preoccupied with the
war in Europe.

Democracy and the Invasion of Ukraine

The war in Ukraine has introduced a new challenge for EU-ASEAN relations, as the

two blocs have not responded in the same way to the Russian aggression. The European
perception of the Russian invasion as a decisive and existential turning point is not widely
shared in Southeast Asia. The invasion has, to some extent, brought renewed EU interest
in ASEAN, especially the region’s democracies and their political preferences. While the
war has made authoritarianism appear a more real and tangible risk, it has also brought to
the surface the geopolitical costs of Western powers turning a blind eye to this risk. In this
context, the Russia-China no-limits partnership is seen in Europe as a growing menace to
democratic nations.”

European and U.S. leaders have framed their responses to the war in terms of support

for democratic values more broadly than just for Ukraine itself. European Commission
President Ursula von der Leyen has insisted, “This is about autocracy against democracy. . . .
This watershed moment in global politics calls for a rethink of our foreign policy agenda.
This is the time to invest in the power of democracies. This work begins with the core group
of our like-minded partners: our friends in every single democratic nation on this globe.””
The EU and the United States have sought to build a wider network of democracy support
for the war in Ukraine through the Ukraine Defense Contact Group, which includes
Western democracies, Japan, and South Korea.'*

However, ASEAN countries have a different perspective on the Russian invasion from the
EU and have not framed it as a systemic threat to democratic nations in the same way as
their European counterparts. Southeast Asian countries have generally been reluctant to join
Western initiatives and groupings. Singapore adopted sanctions on Russia, but other states,
including the more democratic ones, have declined to adopt punitive measures—and have
frequently complained at Western pressure on them to do so.
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Undoubtedly, the war has divided the EU and ASEAN states and complicated the new
momentum in their cooperation. In 2022, the EU and ASEAN celebrated forty-five years of
diplomatic relations and held a commemorative summit at which they discussed cooperation
in the Indo-Pacific. However, while some Asian democracies, like Japan, have been quite
outspoken in supporting the EU position on Ukraine, such a response has not been forth-
coming from ASEAN members, which have stood firm in their rejection of EU perspectives
on the war. The 2022 summit could not reach an agreement to condemn the Russian
invasion, as the strong military ties of some ASEAN states, like Laos and Vietnam, with
Moscow influenced their decisions to remain neutral.

Conversely, the area where spillover from events in Ukraine could push the EU and ASEAN
closer is the issue of Taiwan. The two actors have expressed their fears of the Ukraine war
ramping up Chinese intimidation of Taiwan.'”" The EU and ASEAN have, to some extent,
framed this concern in terms of a need to defend democratic Taiwan while mapping a differ-
ent position from that of the United States. In the context of growing tension in the Taiwan
Strait, both the EU and ASEAN have called for restraint and the use of diplomatic means to
resolve the issues in case of a potential Chinese attack on Taiwan.

Structural Limitations

Quite apart from the tragedy unfolding in Ukraine, the EU-ASEAN partnership suffers
from more structural problems, which militate against an effective focus on democracy and
human rights. The EU has a formal and institutionalized leadership structure that is largely
absent in ASEAN. This undermines the latter’s regional identity and creates a fundamental
problem of agenda-setting for collective action in ASEAN.

Domestic trends add to the difficulties. A decade on, the ASEAN Human Rights
Declaration has had little positive impact on strengthening human rights or raising the level
of democracy in the region. Restrictions on civil society organizations have increased, and
trends toward authoritarianism have deepened in some places. While the military has abort-
ed the democratic transition in Myanmar,'” autocratic control has tightened in Cambodia'®”
and Vietnam.'" Since the military seized power in 2014, Thailand has struggled to return

to a democratic path;'® it is not certain how far the opposition’s strong showing at the
general election in May 2023 will attenuate the junta’s power. And while the people have
rejected military rule, the transition of political power remains unclear. The Philippines went
through a period of highly illiberal populism and its political trajectory has been uncertain

since former president Rodrigo Duterte left office in 2022.1%

Democratic backsliding has also taken place in the EU,'" especially in Hungary and Poland,
and the rise of far-right parties has led to a restriction of civic rights. Although the EU can
claim to be a more democratic space, these developments underscore that it also faces conten-
tious political issues, which impact the union’s ability to speak collectively for all its members.
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As long as normative divergences exist, the EU and ASEAN will lack fully common ide-
ational interests to take the partnership forward. These differences over democracy exist
today as much internally within each region as between the two, and neither regional body
has found a fully effective way of dealing with democratic malaise. Further, amid the two
blocs’ different interpretations of regional threats, these structural imbalances have become
more of a hindrance to deeper coordination and a shared agenda on sensitive political issues.

Opportunities: A More Common Agenda?

The threats facing democracy call for stronger engagement and coordination between
Europe and ASEAN, despite all the difficulties and sensitivities. For many years, this
relationship has been imbalanced, with the EU expressing concerns about the human

rights situation in a predominantly nondemocratic ASEAN. Today, a much more balanced
approach is needed. While the EU’s critical focus on strongly authoritarian trends in places
like Cambodia may be justified, many European democracies are suffering from democratic
erosion and a rise of the hard right.

Given the political variations in ASEAN, it is likely that the EU will need to build dialogue
and coordination in tailored forms with those countries in the region that are at least partly
democratic and have recently made some pro-democratic progress. The two sides need to

explore a more shared agenda of upholding democratic values and human rights, even if dif-

ferences will persist and this agenda will continue to be sensitive and not the main priority
in EU-ASEAN relations.

This agenda needs to be created equally by both sides and should not involve the EU simply
pushing ASEAN states to sign on to European concerns. There will, of course, be imped-
iments to this idea of equal partnership, especially while illiberal political trends remain
strong in ASEAN and also manifest themselves in Europe. There remain differing strategic
geopolitical exposures in the region, especially to China, and divergent strategic priorities
and interests between the EU and ASEAN. There are also different political perceptions of
problems and solutions; for instance, the view remains in Southeast Asia that Europe is a
neocolonialist bloc that pushes normative discourses on democracy and human rights onto
Asia. The two sides need to fully engage with these viewpoints if they are to move into a
more positive phase of cooperation.

Undoubtedly, the dialogue on human rights is a relative weak point in EU-ASEAN rela-
tions. One key requirement for engagement is to forge a new understanding of emergent
political, economic, and security issues, especially those that are contentious. The EU’s

low visibility in Southeast Asia, coupled with the perception that the EU is not a security
provider, has increased since the outbreak of the Ukraine war. As conflict increases in
Southeast Asia and the wider region, ASEAN will seek more U.S. engagement in offsetting
the Chinese footprint. In a departure from a previously perceived pro-China stance, in 2023
the Philippines has expanded its defense cooperation with the United States,'*® signaling a

44 | Reimagining EU-ASEAN Relations: Challenges and Opportunities



realignment with Washington. As the language of hard power increases in both regions, the
EU’s own dependence on the United States and the North Atlantic Treaty Organization and
its inability to be a security provider or guarantor will also impact its partnership with ASEAN.

Areas of Potential Cooperation

Even if expectations need to be kept at a realistic level, there are avenues of potential co-
operation. One way forward is to develop the civil society component of the relationship.

A high-profile EU-ASEAN civic forum could be tasked with leading a response to key
challenges that beset both regions today. In particular, democracy activists and civil society
organizations are under attack in both regions, and ideas are needed for ways in which they
can be more effectively protected. Far more structured civil society bodies exist in the EU’s
relations with some other regions, like Eastern Europe and Africa, and could serve as a

template for the EU-ASEAN partnership.

This approach could form a promising and much-needed focus of a shared EU-ASEAN
democracy and human rights agenda. Civil society would be well placed to map out what
locally owned understandings of democratization would look like and how international
actors could best help develop these—going beyond neocolonialist dynamics but without
letting nondemocratic regimes sweep human rights issues off the agenda. Such EU-ASEAN
engagement could offer a first step toward better understandings of perceptions on both
sides compared with the formal state-to-state structure that predominates today.

Those European and few ASEAN states that are included in the U.S.-led Summit for
Democracy process should coordinate more under this umbrella. The fact that South Korea
will host the third summit under this initiative opens a possible opportunity to enhance
EU-Asia engagement, since neither the EU nor ASEAN democracies have fully engaged
with the process. With the United States now stepping back, the next phase of the process
paves the way for other actors to shape the agenda in ways they want. While most ASEAN
states are excluded, a wider grouping of Asian democracies could work with their European
counterparts to leverage this influence: two or three ASEAN democracies could be part of
this wider initiative, even if the EU-ASEAN format as a whole will not be able to engage
with the summit process.

A final area on which EU-ASEAN joint reflection would be useful is the relationship be-
tween democracy and geopolitics. Precisely because the two sides differ on Russia’s invasion
of Ukraine, the U.S.-China rivalry, and other geopolitical issues, dialogue is needed to try
to mitigate tensions that arise out of different political perceptions. Differences will persist,
but this is perhaps the crucial question for the future in both regions and needs to be fully
grasped by leaders on both sides. An EU-ASEAN high-level reflection group on geopolitical
challenges and democracy could be a precursor to more robust political engagement in the future.
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Other specific areas of cooperation will also be possible and important, but these examples
suffice to demonstrate that there is modest scope for constructive engagement on what
remains a generally thorny area of the EU-ASEAN agenda. The year 2023 will be critical in
ASEAN, with elections in Indonesia and Thailand that are crucial for strengthening democ-
racy, while new governments in Malaysia and the Philippines are gaining momentum.

As the holder of the ASEAN chairmanship this year, Indonesia is focusing on making
Southeast Asia an epicenter of growth, and economic objectives evidently outweigh political
concerns like enhanced democracy. Yet the political heterogeneity in ASEAN and growing
securitization in Southeast Asia have called attention to the need to balance security con-
cerns with normative goals like democracy and human rights. With similar challenges on
the European side, a practical focus on such democracy challenges can and should be crafted
as a shared agenda, quite apart from conflictual geopolitical dynamics.
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