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Welcome to this edition of ‘Asia House Insights’, which takes its theme 
from our upcoming conference in Singapore, Asia Trade in the New 
Global Order.
 
At Asia House, we drive political, economic and commercial 
engagement between Asia and Europe by creating a forum for leading 
figures in global trade to share their views, insights and analysis. This 
is reflected in the current publication, which brings together a range 
of perspectives from those driving change in the global economy. 
 
This edition comes at a pertinent time. Shifts in trade policy are 
having tangible effects on the geopolitical and economic landscape. 
Earlier this year, the World Trade Organization downgraded its global 
growth forecast for 2019 in light of current trade tensions and their 
wider repercussions. China’s Belt and Road Initiative, which promises 
to create unprecedented connectivity throughout Asia and beyond, 
has come under increasing scrutiny, with some countries revisiting 
infrastructure decisions linked to the programme. And alongside all of 
this, new technologies continue to disrupt global trade and transform 
how business is conducted around the world.
 
In the following pages, key figures from government, trade, technology 
and the media share their thoughts and analysis on these issues, 
which are driving change in the global trade order today. I would like 
to thank each of them for their contributions, and hope you find this a 
useful and thought-provoking addition to the global trade debate.
 

Foreword
Lord Green of Hurstpierpoint
Chairman, Asia House

The Shifting Trade Landscape 
in Asia and Beyond 

Asia House Insights
Asia Trade in the New Global Order

Hong Kong was the location of Asia House’s major trade 
conference in 2017. This year, Asia House is continuing 
the conversation with a trade dialogue in Singapore. 
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The Association of Southeast Asian Nations (ASEAN) 
is a region full of opportunity. In the 50 years since its 
formation, it has achieved impressive economic growth 
with its member countries coming together to promote 
the benefits of trade.

ASEAN promotes security and cooperation between 
its member countries, as well as the rules-based 

international system – these are principles that we 
share. It is where we see ASEAN as like-minded partners, 
and where we look forward to continuing to grow our 
partnership.

The region will play a vital role in the UK’s future. The 
UK exports twice as much to South East Asia as we do to 
India. We have bigger investments in ASEAN than we do 

Dr Liam Fox MP 
UK Secretary of State for International Trade 
and President of the Board of Trade

Singapore, ASEAN Chair for 2018 and the venue of a major Asia House trade conference in November.

in China and India combined, and there is no doubt that 
the region is an important and growing source of inward 
investment into the UK.

With an average GDP growth rate of 5 per cent, the Asian 
Development Bank predicts that ASEAN is on course 
to be the fourth largest ‘single market’ in the world 
by 2030. Paired with a young, dynamic population, 
the opportunities in this rapidly-growing region are 
boundless.

As we leave the European Union (EU) and prepare to 
deliver our first independent trading policy in 40 years, 
the UK wants to build a modern, dynamic and deeper 
partnership with ASEAN where there is huge potential 
for partnership, collaboration and growth. 

The UK has much to offer ASEAN, and ASEAN the UK. 
With a presence in all 10 ASEAN nations, we also have a 
substantial regional footprint. More than 30,000 students 
from South East Asia attended our universities last year, 
and more than 2.3 million Brits visit the region annually.

Indeed, increasing numbers of British businesses 
are looking to establish themselves across ASEAN, 
supporting growth and jobs on both sides. I often repeat 
the fact that the International Monetary Fund estimates 
that, in the next 10 to 15 years, 90 per cent of global 
economic growth will originate from outside the EU. 
ASEAN is at the heart of this growth.

The Department for International Trade is continuing to 
allocate more resources to increase trading opportunities 
across ASEAN. This includes holding regular government-
to-government dialogues in trade and investment and 
supporting trade reviews to identify key market access 
barriers.

Earlier this year, I appointed Natalie Black as Her 
Majesty’s Trade Commissioner for Asia Pacific, where 
she will lead the government’s trade and investment 
promotion and policy work in the region. With our total 
trade with ASEAN increasing by almost 11 per cent to 

Natalie Black briefs Asia House Corporate Members shortly after her appointment as 
HM Trade Commissioner for Asia Pacific.

The UK and ASEAN have much to offer each other 

£36.5bn in the year 2016–17, Natalie will be based in the 
region to grow this even further.

In February, we established the first UK Export Finance 
(UKEF) post in Indonesia to improve access for 
businesses to trade finance. UKEF can provide finance 
to secure exports in local currency for many ASEAN 
markets, and has increased its risk appetite to a total of 
£26.5bn across the ASEAN member countries.

Our commitment to the region will only continue 
and increase. The UK Prosperity Fund is currently 
commencing delivery of several programmes, worth 
around £200 million over five years, across the region. 
This includes a programme to support economic reform 
and a transition programme accelerating South East 
Asia’s adoption of low-carbon energy.

In addition, a contribution of at least £18m will be made 
annually towards scientific research partnerships in 
ASEAN through the Newton Fund until 2021, while the 
British Council is also leading a consortium to deliver a 
multimillion-pound project aimed at harmonising higher 
education standards across ASEAN.

The UK and ASEAN have 
much to offer each other 

6 7



Increasing numbers of British businesses are looking to establish themselves across ASEAN, and the UK Government wants to be ASEAN’s leading partner in the West.

We know that these programmes are helping to break 
down barriers to trade.

As we leave the EU, we are seeking continuity of our 
trading relationships for business and consumers in both 
the UK and partner countries.

At the March European Council, we agreed with the 
EU that the UK will now be able to negotiate our own 
bilateral trade and investment agreements. This will 
allow us to step out into the world and forge our own 
way by negotiating, ratifying and signing trade deals with 
old friends and new allies.

This will allow us to build trade relationships in the 
shared pursuit of prosperity and security.

We are also exploring the potential for us to accede 
to the Comprehensive and Progressive Trans-Pacific 
Partnership (CPTPP) and increase trade and investment 

The UK and ASEAN have much to offer each other 

between the UK and ASEAN Member States. We share the 
commitment to the principles of free trade that underpin 
the CPTPP, laying the foundations for a meaningful 
partnership.

During my visit to Singapore earlier this year, I met 
several government ministers to discuss the UK’s 
potential accession to the CPTPP. I also met Japan’s 
Prime Minister, Shinzo Abe, this summer to discuss our 
future trading relationship, including how we can build 
on the existing EU EPA and our joint commitment to free 
trade. I was delighted to see his encouragement for the 
UK joining the CPTPP in an interview with the Financial 
Times.

The steps forward we’re making in ASEAN are just the 
beginning of our ambition for the region. Britain wants 
to be ASEAN’s leading partner in the West, and the UK 
Government is committed to supporting and developing 
our already-prosperous trading relationship.

The Europe we live in today is different from the one we 
inherited at the fall of the Berlin Wall. The generation of 
Mitterrand, Kohl and Delors built a Europe to preserve 
peace on this continent, based on lowering barriers 
between our countries and setting fair rules of the game. 
Physical barriers, but also barriers to the flow of trade, 
people and ideas.

If the EU has an ideology, it is one of ever-increasing 
openness governed by fair rules. It has served us well 
in the past, and it can still shine a light on the way 
forward when facing the issues of today. Trade is, of 
course, an important part of this. By continuing to break 
down barriers we create wealth and jobs in Europe and 
abroad, as well as helping to set high standards across 
the world. 

Europe and Asia have been connected through trade 
for centuries. Trade in goods between us is now worth 
€1.4 trillion, and together we account for over 60 per 
cent of the world’s GDP. From machinery to food to 
chemicals, Asia is an important market for EU exports 
and investments, as is the EU for imports and investment 
from Asian countries. It is no surprise that, as a mood of 
protectionism takes hold in some parts of the world, the 
EU is looking increasingly to Asia.

A large part of this strategy involves negotiating 
ambitious and comprehensive trade agreements with 
our partners in Asia. Ninety per cent of global growth in 

the coming decades will happen outside the EU, much 
of it in Asia, and the continent is also a growing hub for 
innovation. 

Following the entry into force of the trade agreement 
with South Korea in 2011, trade in goods between us has 
increased to around €100bn yearly, up by 45 per cent. As 
well as cutting tariffs, the agreement addressed non-tariff 
barriers to trade across sectors including cars, medicines 
and electronics. These benefits are particularly important 
for small and medium-sized enterprises, the backbone of 
the EU economy, which have created 85 per cent of new 
jobs in the past five years.

The EU-Japan Economic Partnership Agreement is the 
biggest bilateral trade agreement ever negotiated by 
the EU. It covers an area of over 630 million people and, 
when ratified and implemented, will account for over a 

EU-Asia trade relations: 
how openness can benefit 
us all
Jean-Luc Demarty 
Director-General for Trade, European Commission

The EU-Japan Economic Partnership Agreement was signed in July 2018 and is the 
biggest bilateral trade agreement that has ever been negotiated by the EU.
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The WTO is today in dire need of reform. In particular, 
we need to update its rulebook to address the challenges 
of the 21st century. The rules are over 20 years old, and 
they are insufficient to rein in new forms of market-
distorting government support. For example, China’s 
state-led economy and its industrial subsidies lead to 
overcapacities that have negative repercussions on 
jobs and growth across the world. Current rules do 
not sufficiently address the issue of forced technology 
transfers, whereby companies are required, directly 
or indirectly, to hand over their valuable intellectual 
property and innovations to the state or domestic 
companies. Leaders from Europe and Asia have 
recognised the need to strengthen and reform the WTO, 
as expressed at the Europe Asia Summit on 19 October 
2018 in Brussels. We hope we can build on this joint 
commitment with our partners in Asia.

We have taken careful note of China’s announcements 
in recent years on opening up and market reform. Now 
we want to see this materialising in a meaningful way. It 
must now assume the international responsibilities that 
come with being an economic superpower.

Through building strong partnerships, and ensuring that 
international trade rules are up to date, the EU and Asia 
can secure their economic future together. These days, 
although the questions might be different, the EU firmly 
believes that openness remains the answer.

quarter of the world’s GDP. The agreement eliminates 
the vast majority of tariffs on both sides. Beyond that, 
it opens up new sectors, like telecoms, finance and 
shipping, as well as setting high standards for the future 
in areas like car safety, and becoming our first agreement 
to explicitly mention the Paris agreement on climate 
change.

The EU is already the world’s largest investor in South 
East Asia, with stocks of over €263 billion. We have now 
launched negotiations with the six major economies of 
the Association of South East Asian Nations (ASEAN). 
The trade and investment agreements with Singapore 
have been signed and we hope to conclude soon, after 
the European Parliament has had its say. With Vietnam, 
we have finalised the text of the agreement and officially 
passed the baton on to the EU governments and MEPs. 
Both agreements hold massive potential for EU exporters 
and consolidate the EU’s enhanced relationship with 
ASEAN. We hope that we will soon complete our talks 
with Indonesia successfully, and that we are able to 
resume negotiations with Malaysia, the Philippines and 
Thailand when the conditions are right. 

We are also negotiating a comprehensive agreement on 
investments with China, which is an important tool to 
deepen and rebalance the relationship with China by 
improving market access, reducing discrimination and 
pushing for a level playing field for EU investors.

Yet despite this expansive agenda, the multilateral 
trading system with the World Trade Organization (WTO) 
at its centre remains the cornerstone of the EU trade 
policy and the archetype of rules-based openness. It is 
clear that our trade partners in Asia acknowledge the 
importance of the multilateral system. The WTO has 
provided us with a framework of international rules and 
standards that has served our economies well, including 
by avoiding 1930s-style spiralling protectionism in the 
wake of the 2008 financial crisis. It is therefore time for 
those who support the international order to stand up 
and defend it.

The EU is the world’s largest investor in South East Asia, with stocks of over €263 
billion.

EU-Asia trade relations

Asia, with its economic dynamism and potential, has 
been an important engine for world economic growth. 
China is an important part of this ‘Asia miracle’. Over 
the past 40 years since reform and opening up, China 
has not only made tremendous progress at home but 
also deepened cooperation with other Asian countries 
to write a new chapter for regional prosperity and 
development. With China becoming the largest trading 
partner of 16 Asian countries, the interests of China and 
Asia are increasingly integrated and the future of the two 
are ever more closely shared. 

The development of China and the rest of Asia is a 
story of how openness brings progress, and openness 

and cooperation is the only road leading to prosperity. 
Therefore, Asian countries should stay committed to 
open regionalism. In recent years, deepening economic 
integration and thriving regional cooperation in 
Asia, coupled with extra-regional cooperation across 
the board with outside countries and international 
organisations, have prompted negotiations of all types 
of free trade arrangements and required them to be 
open, transparent, inclusive and conducive to trade 
liberalisation and facilitation.

To increase bilateral and multilateral trade with other 
countries in Asia, China is advancing the negotiations 
on the Regional Comprehensive Economic Partnership 

Shanghai’s success  is testament to China’s growth since opening up.  

“Openness and cooperation is the 
only road leading to prosperity and 
development in Asia and the world”
His Excellency Liu Xiaoming
Chinese Ambassador to the United Kingdom
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EU-Asia trade relations

and on free trade and investment agreements. China has 
also offered the Belt and Road Initiative (BRI) as a public 
good for the world. The BRI follows the principles of 
equality, openness and inclusiveness. It aims at creating 
not an exclusive coterie but a big family that is open to all 
countries. It is not China’s ‘one-man-show’ but a chorus 
of all its partners. Next year, the second Belt and Road 
Forum for International Cooperation will be held, which 
will be an opportunity for all willing partners to share 
their ideas about how to make the BRI work better and 
deliver more benefits to Asia and the whole world.

The world economy needs to be open, but surging 
protectionism and unilateralism and looming trade 
war have been a cause for grave concern. Under this 
circumstance, China stays committed to upholding 
the multilateral trade regime with the World Trade 
Organization as its core, opposing protectionism of all 
forms, supporting the role of G20, APEC and BRICS, 
and promoting more fair and reasonable reforms in 
the international trade system. China never seeks 
development at the expense of other countries. At 
the same time, China stays firm in safeguarding its 
sovereignty, security and development interests. 

Against the trade bullying of the US, China has made it 
clear that China does not want a ‘trade war’ but is not 
afraid of US threat or pressure. China always believes that 
in China-US relations, cooperation serves the interests of 
both and conflict neither. Sound and steady development 
of trade and economic relationships is in the interests 
of the people of both countries, and meets the common 
aspiration of the international community.

As a display of sincerity in opening its market to the 
world and sharing its development benefits, China will 
host the first ever International Import Expo in Shanghai 
this coming November. More than 2,800 companies from 
more than 130 countries and regions have registered for 
this event. Going forward, China will not close its door. 
Instead, it will open its door wider to the world and make 
its market more investment friendly.

Openness facilitates a global vision. Since the beginning 
of the 21st century, globalisation has led to a highly 
complementary and deeply integrated economic and 
trade system where the endowments and strengths of 
different countries are fully leveraged through market 
competition and selection. This is an irreversible trend. 
Only those with a global vision and who are willing to 
open up can seize this trend and create a brighter future.

To build a ‘global Britain’, the UK launched a new 
Export Strategy recently, announcing that it will top 
G7 in the percentage of export to GDP and regard Asia 
as an important part of this strategy, as is shown in its 
‘All of Asia’ policy. The mutually beneficial cooperation 
between a Britain outside the EU and Asian countries, 
including China, will enjoy a promising future. China and 
the UK should match development strategies and join 
hands to support free trade, safeguard the rule-based 
international trade system and take the lead in Asia-
Europe cooperation, so as to make a greater contribution 
to global development and prosperity.

As a Chinese saying goes, a single flower does not make 
a spring, as the beauty of spring lies in different flowers 
blossoming together. The stability and prosperity in 
Asia and the whole world rely on the strategic vision, 
political choices and hard work of all countries. This calls 
on us to commit ourselves to openness and cooperation, 
strive for win-win results, promote the sound economic 
development in Asia and the whole world, and deliver 
more benefits to the people of all countries.

Openness and cooperation is the only road leading to prosperity 
and development in Asia and the world

agreements on trade facilitation, information technology 
act expansion, and commitments to eliminate export 
subsidies, many WTO members express concern that the 
rules of the organisation have not kept pace with modern 
economic developments. It is not only multilateral trade 
rules that countries are interested in updating, but also 
existing and new regional agreements often touching 
on important areas such as the digital economy and 
services.

Since the global financial crisis, trade and, more broadly, 
globalisation seem to have come under attack in many 
countries as governments, firms and people struggle with 
changing economic circumstances. Since the 1980s, trade 
and global integration have made significant positive 
contributions to increasing economic growth, reducing 
poverty, and improving the lives of many of the world’s 
poorest people. Simply put, trade has been a remarkable 
engine of economic growth and development. But that 
growth, and the benefits of that development, are not 
always evenly distributed. At the same time, perceptions 
of globalisation’s contribution to slow middle-class 
income growth in developed countries appear to have 
become more critical since the global financial crisis of 
2008.  

Economic theory has long identified that trade can create 
winners and losers, while generally growing the overall 
size of the pie. Too often, national and international 

After a relatively strong recovery in 2017, trade growth 
for 2018 and 2019 looks likely to slow down. The World 
Trade Organization (WTO) recently revised its 2018 
trade growth forecast downward from 4.4 per cent to 
3.9 per cent and the 2019 forecast down to 3.7 per cent. 
These downward revisions reflect concerns around 
the recent United States tariff actions with respect to 
China and other countries. While we expect the direct 
effects of these tariffs to be relatively small, there is 
a unanimous view among the WTO, International 
Monetary Fund (IMF), World Bank and Organisation 
for Economic Co-operation and Development that, 
should these rising trade tensions start to affect firms’ 
investment and consumers’ consumption decisions, we 
could see bigger negative effects. There is also increasing 
concern that financial markets could be adversely 
affected by monetary rebalancing and rising financial 
market uncertainty in some developing countries. The 
global macro economy, which recently seemed to have 
recovered broadly from the great financial crisis, now 
faces growing downside risks. The rising trade tensions 
in this increasingly uncertain economic environment 
likely reflects years of growing pressures from rapid 
changes in global relations.

Recent discussions by some members of the WTO 
suggest an interest in reforming a set of rules initially 
established 70 years ago, with the last comprehensive 
update in 1995. Despite important progress with recent 

Forces affecting new trade 
rules for the 21st century
Robert B. Koopman 
Chief Economist, World Trade Organization
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political debates miss the complexities and subtleties 
of trade-related economic research. Most of this 
research emphasised the need for coherence between 
international and domestic policies, and often around 
the fact that trade – like many other forces, particularly 
technological change, changing consumer preferences, 
or transforming business models – requires adjustment 
by firms, workers and communities. Still, for many years, 
the structure and nature of trade agreements seemed to 
meet the needs of most countries, and many agreements 
allowed for considerable flexibility in the level and 
nature of their commitments.

But the world continues to change, very fast. There 
are at least three important forces stressing historical 
approaches to international rules, including very rapid 
technological change, changing economic geography 
across and within countries, and potential changes 
in geopolitical strategies from broad co-operation to 
confrontation. The rapid expansion of information and 
communications technology during the latter decades of 
the 20th century accelerated in the early decades of the 
21st. This rapid technological shift brought to the hands 
of many consumers around the world global connectivity 
in the form of smartphones. It also integrated regional 
and global firm supply chains. This technological shift is 
continuing with the advances in artificial and augmented 
intelligence, the internet of things, and distributed 
ledger technologies. The WTO recently predicted that 
these digital technologies could reduce trade costs and 
increase global trade growth from 3 per cent per year to 
nearly 5 per cent per year. 

Rapidly changing economic geography, while not unusual 
from an economic history perspective, has seen faster 
and greater change. The rise of the United Kingdom and 
United States during their industrial revolutions took 
about 100 years, Japan and the Asian tigers about 50 
years, and now China in 30 years. The good news is that 
the emergence of a new, fast-rising global economy did 
not mean impoverishment of the previous economic 
powers, and that these rising economies, often using 
trade, has usually meant broadly improving global 

growth. But one dimension, while always present in 
past transitions, appears to be a more powerful force in 
changing economic geography in the 21st century: the 
rise of cities as an economic force. The combination of 
technology and globalisation now means that cities like 
those in China can quickly become a major economic 
force and be on the cutting edge with world-class global 
technology and competitiveness in many industries, 
while interior regions of China experience much less 
growth and remain much less competitive globally. 

Many countries now experience such regional 
disparities, including developed countries such as the 
United States. The economic growth experience in the 
San Francisco Bay and New York City areas compared 
with that of Detroit and Gary, Indiana, let alone rural 
areas, shows dramatically different outcomes over the 
last 20 years. These kinds of regional disparities can have 
a trade dimension, but also reflect many other, domestic-
policy-related, drivers. Increasingly policymakers need 
to recognise the need for coherence in policies across 
domestic and international dimensions, as well as across 
growth drivers such as infrastructure, demography, 
education, health, labour and competition policies. 

Finally, we are seeing a major potential change in 
geopolitical orientation from broad co-operation to 
confrontation. In the post-World War II era of United 
States-led global institution building, the emphasis was 
on building cooperative approaches to global challenges. 
These institutions included the WTO, the World Bank 
and the IMF, among many others. In part, building 
these institutions reflected a geopolitical approach to 

Trade tensions between China and the US reflect the shifts in economic geography 
that have occurred over the last three decades.  

Forces affecting new trade rules for the 21st century

has global spillover effects. With the world’s two largest 
economies potentially moving from co-operation to 
confrontation, economic growth and policy responses 
have become increasingly uncertain.

How the three forces discussed above play out in the 
next decades will have important implications for the 
global order in the 21st century. Technological growth 
stresses existing business models and worker skills, 
rapid geographical change in economic growth within 
and across countries stresses international and domestic 
policy responses, and potential changes in the global 
geopolitical environment will stress global institutions, 
and potentially global peace and prosperity. How 
people, governments and institutions respond will have 
important implications for our futures.

Forces affecting new trade rules for the 21st century

uniting Western-style democratic market economies to 
counter European and Asian communism, but generally 
the institutions were open to all who were willing to 
meet certain pre-conditions. Much of the rapid global 
economic growth experienced since the end of World 
War II, as well a broader peace without global conflict, 
has been attributed to these cooperative institutions. 
But recently, the United States has begun to adopt a 
more unilateral or bilateral approach to global policy 
development, and, in some cases – particularly with 
respect to China – adopted specifically targeted trade 
policy measures. These measures were adopted largely 
because the US argues that China has not ‘played by 
the rules’ and that existing multilateral, cooperative 
institutions are not effective in disciplining China’s use 
of government policies to drive economic growth, which 
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Seven decades ago, shortly after World War II wound to 
a close, the American diplomat George F. Kennan wrote a 
piece in Foreign Affairs magazine on a way for the United 
States to tackle the Soviet Union that later came to be 
famously known as ‘containment policy’. Lying between 
the extremes of appeasement and war, Mr Kennan 
advocated containment – and a Cold War rather than a 
hot, military conflict.

In his view, Joseph Stalin was not Adolf Hitler, with a 
fixed timetable for conquering Europe. However, he 
was determined to dominate the continent. If Soviet 
expansionism could be contained for a long enough time, 
and with a coherent strategy, it could eventually even 
lead to a state collapse because of Soviet society’s many 
internal contradictions, Mr Kennan argued.

Fast-forward to March 2015 and check out the paper 
published by the Council on Foreign Relations (CFR) 
labelled ‘Revising US Grand Strategy Toward China.’ Co-
authored by former US ambassador Robert Blackwill and 
the strategic affairs expert Ashley Tellis, it also draws 
upon expert knowledge by a study group. Topping the list 
of scholars in the group is Graham Allison, the Harvard 
professor known around the world for coining the phrase 
Thucydides Trap – his characterisation of situations 
where entrenched powers inevitably clash with a rising 
challenger in their attempt to maintain dominance.

“Because the American effort to ‘integrate’ China into 
the liberal international order has now generated new 
threats to US primacy in Asia – and could result in 
consequential challenges to American power globally – 

Washington needs a new grand strategy towards China 
that centres on balancing the rise of Chinese power, 
rather than continuing to assist in its ascendancy,” 
Blackwill and Tellis wrote. Interestingly, the paper was 
published almost exactly a decade after then US Deputy 
Secretary of State Robert Zoellick first called for China’s 
actions to be tested against the touchstone of whether 
it was a “responsible stakeholder” in the international 
system, or not. It also came months after Chinese 
President Xi Jinping made his ‘Asia for Asians’ speech, 
where he argued that “Asia’s problems must ultimately 
be resolved by Asians and Asia’s security ultimately must 
be protected by Asians.”

Concluding that China was no longer a responsible 
stakeholder, Blackwill and Tellis went on to suggest that 
“only a fundamental collapse of the Chinese state would 
free Washington from the obligation of systematically 
balancing Beijing, because even the alternative of a 
modest Chinese stumble would not eliminate the dangers 
presented to the United States in Asia and beyond.”

The diplomat-scholar pair did not recommend 
containment “because of the current realities of 
globalisation” but then proceeded to prescribe a series 
of measures that, in sum, amount to just that. They 
suggested that the US revitalise its economy, expand 
Asian trade networks and exclude China from them, 
create a Technology Control Regime, implement effective 
cyber policies, reinforce Indo-Pacific partnerships and 
energise high-level diplomacy with China.

The report lay largely buried as long as the highly 

Containment 2.0 – 
China in the crosshairs
Ravi Velloor 
Associate Editor, The Straits Times

cerebral Barack Obama, with his sophisticated world 
view and tolerance towards power shifts, held the 
presidency. It is said that CFR president Richard Haass 
himself was not convinced about the paper’s thesis but 
nevertheless allowed its publication in order to prompt 
debate. However, it does seem as though influential 
sections in the Trump administration have dusted off 
the Blackwill-Tellis report and decided to make it their 
playbook.

With all the four key pillars of the US government – 
the White House, State Department, the Pentagon and 
Treasury – now aligned on the matter of checking China, 
the situation could be more serious than most realise. 
For any strategy of containment in all but name will 
spark counter-measures that raise the risk of full-blown 
conflict.

How did things get to such a pass that another 
Thucydides Trap moment seems almost inevitable?
Current common knowledge would suggest that 
President Donald Trump is breaking away from a line 
set down by eight former presidents, starting with Mr 
Richard Nixon whose landmark 1972 visit to Beijing set 
up the rapprochement that would endure for so long.

Yet, transcripts of White House tape recordings during 
the Nixon presidency tell us another story. In one meeting 
with Mr Nixon, held on 14 Feb 1972, weeks before the 
Nixon-Mao summit, Secretary of State Henry Kissinger 
says he expects the US-China relationship to sour again 
in 20 years and the US would have to lean towards Russia 
to discipline China. “The Chinese,” Dr Kissinger tells Mr 
Nixon, “are just as dangerous [as Russians]. 

“In fact, they are more dangerous over a historical 
period.”

Chinese tact, and Deng Xiaoping’s advice to lie low, 
probably extended the honeymoon period with the US 
beyond the predicted two decades. But neither was 
Beijing walking about in a trance about its own security 
vis-a-vis America.

The 1974 grab of the Paracels from Vietnam when the 
Nixon administration was paralysed by the Watergate 
scandal, and the surprise seizure of Mischief Reef from 
the Philippines in 1995, three years after the US vacated 
Subic Naval Base and Clark Air Base, underscored the 
canniness and determination with which China set about 
preparing to protect its soft underbelly. Each time, the 
affected country and the broader region dismissed these 
events as one-off things.

Things began to change at the turn of the century when 
the US Department of Defence, or Pentagon, began to 
exhibit significant China worry. Visiting Asian military 
delegations were often confronted with questions on 
how they intended to tackle a rising and assertive China, 
surprising the Asians with the depth of their concern. 
The State Department always had a more nuanced view 
of the world, but successive Secretaries of State from Ms 
Condoleezza Rice onwards have cast a sceptical eye on 
China. In the current context, though, it was Treasury’s 
attitudinal turn that made the difference. A lot of it was 
caused by Wall Street’s complaints that US companies 
were unfairly treated in China and that their operating 
margins on the mainland were steadily declining.

But there is another factor: the fear that, in today’s world, 
technology tends to be a ‘winner-takes-all’ game and that 
Chinese President Xi Jinping’s Vision 2025 was nothing 
but a sophisticated move to dominate the world through 
a leap in technology.

Mr Trump’s recent “we are winning” boasts come from 
seeing his actions on trade with China beginning to 

US President Richard Nixon marked the beginning of harmonious relations between 
the United States and China – which President Trump is now breaking away from. 

Containment 2.0 – China in the crosshairs
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East meets East 

Those operations, of course, must continue to have a 
global focus. Just as Canary Wharf opened up new links 
with North American markets, RAD will seek to boost the 
UK’s ties with Asia. 

As the UK leaves the European Union and develops new 
trade links, Asian markets will be at the heart of its plans, 
and for good cause. According to CBRE, more than 60 per 
cent of total inbound investment into London in the third 
quarter of 2017 came from Asia. Brexit does not seem 
to have eroded investor confidence in London, which 
remains an attractive place to do business. 

Asia’s potential is well established. ASEAN, for example, 
has produced some of the world’s most exciting tech 
businesses, from Go-Jek to Grab, who have grown at a 
rapid pace and are changing people’s way of life. As Asia’s 
economic rise continues, these companies will outgrow 
their markets and need to expand. London is a prime 
place for them to do so, and RAD has been designed to 
facilitate such expansion. 

RAD’s waterfront community – with close proximity 
to London City Airport, which is opening new routes 
to Asia – will serve as a link between Asia and 
London, connecting the growing tech and innovation 
developments in ASEAN with their European 
counterparts in London. RAD will become a natural 
port of entry for Asian companies looking at ways into 
the European market, with ABP serving as a gateway 
between the two. 

As an Asian company which has successfully integrated 
with the UK, ABP is ideally placed to support this 
engagement.

As global commerce becomes increasingly digitised, the 
world ever more connected, and investment increasingly 
fluid, cities must ensure they create the conditions to 
make it easy to do business. They must adapt for the 
new global trade order. London is doing so with RAD. Its 
success could serve as an example for the world.   

ABP is holding a conference and trade fair during London 
Tech Week, 10–16 June 2019.

ABP’s Royal Albert Dock development will create a new tech hub in London, with a focus on Asian markets. 

Cities must adapt for life in the new global trade order

BUSINESS ISN’T 
A DESTINATION. 
IT’S A JOURNEY.
MAKE THE 
JOURNEY RAD.

Royal Albert Dock is a new international 
district built to enable people accelerate the 
journey of their business. At RAD, we have 
designed workspaces that range from 
1,300 – 330,000 sq ft on highly �exible terms.

RAD has been masterplanned by 
world-famous Farrells Architects to create a 
waterfront community with a vibrant high 
street, shops and other amenities. RAD is 
situated between three DLR stations, 
London City Airport and the new Crossrail 
station at Custom House.

RAD is a central part of London’s newest and 
most exciting destination, the Royal Docks.

RAD.london
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The Business and Politics 
of the Belt and Road 

Asia House Insights
Asia Trade in the New Global Order

“The vision of the Belt and Road Initiative is becoming a 
reality, and bearing rich fruit.”
President Xi Jinping, 14 May 2017
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Bridging the gap: the BRI promises to bring much-needed infrastructure to Asia. 

The BRI is the largest programme of any country or 
coalition seeking to build infrastructure in many of the 
countries facing those challenges, and thus can help 
create trade via connectivity and help avert a ‘jobs crisis.’ 
However, precisely because of its scale and speed, issues 
of the BRI’s sustainability matter. Just as the politics of 
immigration are shaping national responses, so will the 
politics of infrastructure investment. They need to be 
addressed with sensitivity and sensibility.

In addition to concerns about economic or debt 
sustainability, concern over lack of reciprocity or 
openness has been raised. Research suggests that 
Chinese contractors win 89 per cent of Chinese-funded 
projects, with only 8 per cent won by recipient-country 
contractors, or 3 per cent by third-country contractors, 

respectively. The same metrics for projects funded by the 
World Bank and the Asian Development Bank are 29 per 
cent (Chinese), 41 per cent (recipient-country) and 30 
per cent (third-country).5 

ESG issues, such as construction quality and safety, 
environment preservation, social equity6 and 
transparency,7 will need to be addressed if the BRI is to 
garner more and sustained support from governments, 
civil society and businesses. If addressed, the BRI will 
find support from international investors, many of 
which, like Eastspring, have signed the Principles for 
Responsible Investment, and see environmental, social 
and corporate governance due diligence as important 
priorities for potential investments.

China is already addressing some of these challenges. 
President Xi called for “a way of living that is green, 
low carbon, circular and sustainable” in 2017.8 China 
issued the ‘Guidelines for Establishing the Green Finance 
System’ and the ‘Guidelines for overseas investments’, 
the latter of which restricts investments that do not 
meet the environmental protection, energy consumption 
and safety standards of the destination country. These 
guidelines and the focus on green investing and green 
bonds are important starting points for moving to 
sustained implementation and capacity building, all of 
which can be accelerated through partnerships.

The UK and China are seeking to share experience and 
find ways to improve the sustainability and performance 
of BRI projects. The UK-China Economic and Financial 
Dialogue and the City of London Green Finance Initiative 
(GFI) are two examples. The UK’s experience in finance 
and risk mitigation could be useful to improve the 
sustainability of BRI projects. Under the partnership of 
GFI and China Green Finance Committee, ten financial 
institutions will pilot a Taskforce on Climate-related 
Financial Disclosures, reporting in 2018.9

 
There is still work to do, but hopefully these UK-China 
initiatives, the European Union’s new ‘Asia Connectivity 
Strategy’ and infrastructure initiatives by the G20 

Smoothing the path ahead for the Belt and Road

Smoothing the path ahead 
for the Belt and Road
Donald P. Kanak
Chairman, Eastspring Investments

China’s flagship global programme, the Belt and Road 
Initiative (BRI), is generating much debate. In his annual 
lecture, Lord Green, Asia House Chairman, said that the 
initiative “is going to take flight as a major investment 
programme of the world at large.”1 Christine Lagarde, 
International Monetary Fund’s Managing Director, 
while applauding BRI’s potential, has cautioned that 
it should “only travel where it is needed,” highlighting 
the importance of sound project selection, financial 
sustainability and robust implementation.2 

There are good reasons for debate. The BRI is addressing 
one of the world’s most critical needs – the gap in 
infrastructure in developing countries. There are huge 
geopolitical and economic stakes of failing to close this 
gap. At the same time, the BRI’s scale makes attention 
to environmental, social and governance (ESG) issues 
critical – both for recipient countries and the world’s 
ability to cope with climate change. 

The low level of physical and social infrastructure 
in emerging economies is well-documented. The 
infrastructure gap is driven by population growth and by 
economic aspirations. In 10 ASEAN countries, between 
2015 and 2030, the working population will increase by 
60 million, there will be 80 million more middle-class 
households, and 100 million new urban residents. This 
means providing housing, power, water, communications, 
education, and healthcare to 18,000 new urban residents 

every day until 2030. The same figure across Asia is a 
staggering 125,000 people a day!

Aside from meeting the massive need for urban services, 
closing the infrastructure gap is key to averting another 
geopolitical crisis. Of the 87 BRI countries,3 56 have 
growing working populations.4 From 2015 to 2030, those 
countries will see a surge of 450 million in working 
population. To absorb these workers means creating 
additional new jobs equal to 1.5 times the total working 
population of Europe or 2.3 times the total working 
population of the US. It is a monumental, even mind-
boggling, challenge.

While infrastructure is not the complete answer, it is 
a critical ingredient – both through the construction 
and operation of the infrastructure itself, and through 
equipping the workforce with basic skills, connecting 
communities to global supply chains, thus creating 
meaningful work via trade.

Why does this matter? If a few million immigrants 
coming out of destabilised parts of the Middle East 
and Africa in recent years can challenge the stability of 
European politics, imagine the increased pressure for 
economic migration of tens or a hundred million jobless 
young people.

Smoothing the path ahead for the Belt and Road
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Even where there is little question that the end result 
will deliver clear and positive benefits to the majority, it 
is important to engage with all those who will ultimately 
be impacted by the project. And whether discussing 
energy projects in East Africa, airports in South Asia, or 
high-speed rail in the north of England, it is important to 
recognise the inherent risks of a failure to meaningfully 
engage – public unhappiness and protests that can lead 
to civil unrest, major delays, subsequent cancellations or 
poor project outcomes where potential difficulties have 
not been fully explored.

The importance of engagement is even more critical 
when trying to attract private sector investment into a 
major infrastructure programme. Investors routinely 
consider a number of critical risk categories:

• Political
• Regulatory
• Financial
• Delivery
• Commercial

In many cases, ‘political’ risks are both the hardest to 
define and the most challenging to mitigate. This means 
that perceptions about political context can often make 
or break a project. Not only that, but the larger the 
project, the longer it will take and the more likely it is 
to span changes in administrative control. This makes 

Successful infrastructure relies on understanding 
the political dimensions at play and working in 
partnership to mitigate risks, writes Gregory 

Hodkinson.

The recent China-Africa Cooperation Summit (FOCAC) 
held in Beijing touched on many issues, but arguably one 
of the most important was President Xi Jinping’s position 
on the what China would not do.

In his speech, the President spelled out the ‘five-no’ 
approach for China’s relations with African countries 
– “No interference in African countries’ pursuit of 
development paths that fit their national conditions; 
no interference in African countries’ internal affairs; 
no imposition of our will on African countries; no 
attachment of political strings to assistance to Africa; and 
no seeking of selfish political gains in investment and 
financing cooperation with Africa.”

The words underscored a truism that anyone who 
deals with major infrastructure projects will instantly 
recognise. Ultimately, infrastructure is – always and 
everywhere – political. And just as President Xi called for 
China-Africa relations to be handled with the appropriate 
degree of empathy and careful consideration, so does 
any sensible approach to major infrastructure projects 
around the globe.

“‘Win-win’ is the way 
to avoid political pitfalls”
Gregory Hodkinson
Group Chairman, Arup 
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political risk even more critical to securing the finances 
and getting the contractors to work.

Engagement

This is why stakeholder engagement is important. It can 
be time-consuming of course, it can be complex and it 
can be apparently expensive. But if done well, it can also 
deliver a whole host of benefits that will help get projects 
to financial completion, reinforce a country’s reputation 
for good governance, and produce superior operational 
outcomes.

There are a whole host of approaches to good 
stakeholder engagement, but key elements of any 
approach will include:

• Identifying an appropriately broad range of 
   stakeholders and specific sub-groups
• Finding the appropriate channels to engage effectively
   with each of the groups identified at an early stage in
   the project development process
• Tailoring effective messages that explain the
   objectives and benefits sought for the project
• Providing effective response channels so that 
   stakeholders genuinely feel that a range of voices
   has been heard
• Following up with timely information on queries and
   challenges
• Proactively responding with effective mitigation
   strategies, e.g. re-routing, additional environmental or 
 social impact mitigation, compensation programmes, etc.

The probability that everyone will support a particular 
project is slim. However, a robust engagement 
programme can go a long way towards helping people 
understand the ambitions of the scheme and dramatically 
reduce the political risks along the way.

Even in countries where there is no great tradition of 
community outreach, stakeholder engagement can alert 
project developers to issues they may have overlooked or 

underestimated. This may allow time to develop effective 
mitigation strategies.

In Arup’s case, we are aligning our work with the UN’s 
Sustainable Development Goals (SDGs) to try and ensure 
that the work of the firm matches its mission to shape a 
better world. Many of the approaches set out in the SDGs 
underpin the benefits of positive engagement. Good 
infrastructure is fundamental to improving people’s lives 
– creating jobs, supporting trade, providing affordable 
energy and clean water, as well as reducing poverty. So 
we must drive home the crucial point that investing in 
infrastructure can and should be win-win, not a zero-sum 
game. By getting the basics rights – including effective 
stakeholder engagement and good governance to reduce 
political risk – the sector can reinforce the critical truth 
that trade, growth, job creation and poverty reduction all 
rely on a virtuous circle that relies on efficient, resilient 
networks that link people, goods and services between 
and within countries, regions and cities. 

Building the right Belt and Road

To achieve that, project sponsors must ensure they are 
building the right infrastructure for the right reasons. 
They must ensure that they do not focus on capex at the 
expense of lifetime costs. And they must ensure that 
major projects are sustainable – socially, environmentally 
as well as economically – to avoid creating significant 
political or reputational risks for the future.

The good news is that there is no shortage of skills and 
expertise available to ensure that the Belt and Road 
Initiative is planned and built to the planning, design, 
resilience and economic sustainability criteria that will 
get the job done in the right way. President Xi Jinping has 
said that China wants a sustainable Belt and Road and we 
agree that it is critical that we follow this ambition. Truly 
resilient projects that deliver for the economy, for the 
environment, and for the people are the key to making 
the Belt and Road Initiative a success.

“‘Win-win’ is the way to avoid political pitfalls”
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If you are a Western-based organisation facing challenges in Asia, or an Asia-based organisation 
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Asia House welcomed the Prime Minister of Thailand, Prayut Chan-o-cha, in June.

Bank Indonesia Governor Perry Warjiyo discussed the Indonesian economy at a 
briefing in September.

Mark Field, UK Minister for Asia Pacific, briefed Asia House Corporate Members in 
May.

Asia House welcomed Baroness Fairhead, UK Minister for Trade and Export 
Promotion, for a briefing with Corporate Members in January.

Lord Green, Chairman of Asia House, launched the Asia House Middle East 
Programme with a public lecture in March.

Abdulla Al Saleh, Undersecretary for Foreign Trade, UAE Ministry of Economy, addresses Asia House’s trade conference in Dubai in April.

Representatives from Linklaters, Hitachi Rail Europe and BHP took part in an Asia House conference in 
partnership with McKinsey exploring diversity.   

Dr Kai-Fu Lee spoke on Artificial Intelligence and its commercial possibilities at an Asia House 
conference in January.

Vietnam Deputy Prime Minister Pham Binh Minh briefed 
Corporate Members in October.

Asia House 2018 
Highlights

Vivian Hunt DBE, Managing Partner at McKinsey & Company, addressed an Asia 
House conference in October.
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