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The Indo-Pacific’s Top Security Challenge is:
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Maritime Disorder & Encounters at Sea
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Technology-based crises
Political Crisis, Weak Governance
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‘ U.S. Department of Defense

* Three goals:
* Protect the security of the American people; .
e Expand economic prosperity and opportunity;
and
* Realize and defend the values at the heart of

the American way of life. _*" National Defense "+
Strategy

of
The United States of America

* Focus on Integrated Deterrence by working
seamlessly across:
* Warfighting domains, theaters, and the
spectrum of conflict;
e All instruments of U.S. national power; and
e Our network of Alliances and partnerships

ncluding the 2022 Nuclear Posture Review and the 2022 Missile Defense Review




A Regional View on Economic Security

“The next phase of Asian economic cooperation is
deepening integration and RCEP provides a framework for
dealing with issues beyond those already negotiated. There’s
a significant security payoff from the agreement too, by
wrapping major economies in more interdependence. In
Southeast Asia economic integration is a valued source of
security.”

“The Strategic Significance of RCEP in East Asia,” East Asia Forum
Editorial Board, Crawford School of Public Policy, The Australian National
University, 28 March 2022



Top 3 Challenges Facing Southeast Asia 2021 |
75.4% ) 76.7%

The COVID-19 pandemic’s threat to health :

*

49.8% ) | 65.5% | *

Unemployment and economic recession

™
(37.0% ) ( 41.7% )

Climate change  Widening socio-economic gaps

Source: https: 2022/02/The-State-of-SEA-2022 FA Digital FINAL.pdf



https://www.iseas.edu.sg/wp-content/uploads/2022/02/The-State-of-SEA-2022_FA_Digital_FINAL.pdf

Economics

Economics is about the choices
that people make in response to
constraints and incentives

GeekWire



Domestic Economy

Factory: CGTN




Thailand: Total Population
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Economic Regulation
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FEDERAL TRADE COMMISSION
PROTECTING AMERICA'S CONSUMERS

O

TRADE
COMPETITION
COMMISSION
THAILAND




Center for American Progress
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Economic Resilience .

Social Safety Nets: Unemployment Insurance;
Social Security
Health Programs

Poverty Programs
Fiscal and Monetary Stimulus to Address Crises
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International Norms and Rules
iIn Economics




The Bretton Woods Institutions:
IMF and World Bank
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Bretton Woods Conference 1944



International-Monetary Fund — Primary
Aims

Promote international monetary
cooperation;

Facilitate the expansion and balanced
growth of international trade;

Promote exchange stability;
Assist in the establishment of a

multilateral system of payments; and

Make resources available (with
adequate safeguards) to members
experiencing balance-of-payments
difficulties.




World Bank

First established to support reconstruction in Europe

Much expanded mandate, particularly with the IDA, IFC,
ICSD, MIGA

Portfolio of over S400 billion in IBRD and IDA loans




Regional Development Banks

* Regional development banks:
— Asian Development Bank
— African Development Bank
— Asian Infrastructure Investment Bank
— European Investment Bank

— European Bank for Reconstruction and
Development

— Islamic Development Bank
Inter-American Development Bank
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Club de Paris
Paris Club

Paris Club

Members: Australia, Austria, Belgium, Brazil,
Canada, Denmark, Finland, France, Germany,
Ireland, Israel, Italy, Japan, Netherlands,
Norway, Russia, South Korea, Spain, Sweden,
Switzerland, United Kingdom, United States

Principles: Solidarity, Consensus, Information
Sharing, Case-by-Case, Conditionality,
Comparability of Treatment.

London Club — Bankers






General Agreement on Tariffs and Trade and
ti‘f World Trade Organization

B :

* Five Principles of the GATT/WTO
Non-discrimination — Most Favored Nation
& National treatment

, Free Trade

, sy Binding & Transparent Commitments

IO Fair Competition

= | Encouraging Development

[




Key WTO Agreements

Sanitary and Phytosanitary Measures

Technical Barriers to Trade

Anti-dumping

Subsidies and Countervailing Measures
Trade-Related Aspects of Intellectual Property Rights




Food and Agricu N
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; * Codex Aliment .ommission (FAO) — Food additives, etc.
Advancmg [CleslslelloYe}% . *© International Standards Organization (ISO)

for Humanity |8 e Institute for Electrical and Electronics Engineers (IEEE)
 American National Standards Institute (ANSI)
 European Committee for Standardization (CEN)
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World Intellectual Property
Organization

 World Intellectual Property

> Organization Convention
/ (1967)
Wﬁ;g * WTO Agreement on Trade-
m?rzt?_ECTUAL PROPERTY RE|ated AspeCtS Of
ORGANIZATION Intellectual Property Rights

(TRIPS) (1995)



Supply Chains
Where Do iPhone Components Come From?

2.China 3. Japan (Camera,
(Battery) Compass, LCD Screen)

1. Germany
(Accelerometer)

4. Switzerland
(Gyroscope)

5. U.S.A. (Glass screen,
Wi-Fi Ship, Audio Chips)
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Evolution of World Trade, 1950-2020
Values, Billion USD

0
1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 Source: WTO




GDP (constant 2015 US$)

World Bank national accounts data, and OECD National Accounts data files.
License : CCBY-4.0 ©®
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Poverty headcount ratio at $2.15 a day (2017 PPP) (% of population) <, Share @ Details
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Development Assistance
. Cross-border Investment

e Trade and Trade Agreements
. Trade and Financial Sanctions
. Informal Economic Actions



Making and supporting
friends: Development
assistance

FROM THE AMERICAN PEOPLE

/  CHINA INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

Paladium

=\
AI I B ASIAN INFRASTRUCTURE
INVESTMENT BANK
e’

THE WORLD BANK

IBRD « IDA | WORLD BANKGROUP




ASEAN Free Trade Area (AFTA)
ASEAN-China

ASEAN-India

ASEAN-Japan

ASEAN-South Korea
ASEAN-Australia-New Zealand
ASEAN-Hong Kong

The Regional Comprehensive Economic Partnership
(RCEP)

e Thailand-Australia

* Thailand-New Zealand

* Thailand-Japan

e Thailand-Peru

e Thailand-Chile

e Thailand-India

Thailand’s Free
Trade Agreements



US-Mexico-Canada
Agreement (USMCA)

Canada

Regional Trade
Agreements

China Republic

of Korea

Cambodia

Brunei

Indonesia \ Mexico
Malaysia

Lao PDR :
Singapore

Myanmar

o P Vietnam
Philippines

Thailand

Comprehensive and Progressive
Trans-Pacific Partnership (CPTPP)

Chile
Peru

Australia
New Zealand



Cross-Border
Investment

Foreign Direct Investment
Portfolio Investment
Public Lending
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€he New York imes

Australia Rejects Bids From Chinese
Investors for Electricity Provider

Investment
Restrictions

ines near Muswellbrook, Australia, a part of the state of New South
Wales that is served by Ausgrid.




Number of Countries Introducing or Expanding Security-related
Investment Screening (1995-2022)

P A P T T E Y, I I R
u@n@ﬁ@ﬁ@@@@@@ &£ &
o s Introduces investment screening

Expands existing investment screening
—— Cumulative number of countries with investment screening

Source: UNCTAD's Investment Policy Monitor




Figure 0.6 Long-Term and Short-Term Debt Stocks
of Low- and Middle-Income Countries, 2010-21
) LSS (trillion)
Debt Finance i
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Sowrrce: World Bank International Debe Stanstics database.

International Debt Report 2022, World Bank, https://openknowledge.worldbank.org/server/api/core/bitstreams/49da23a2-
bcc9-5593-bc96-470caebb3665/content



TRADING Calendar News Markets~ Indicators ~ Countries ~

Thailand Government Debt to GDP

Summary Forecast Stats Download ~

@ 10Y 25Y 50Y MAX hiChart 23 Compare X Export 5 APl [a Embed
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TRADINGECONOMICS.COM | MINISTRY OF FINANCE, THAILAND

https://tradingeconomics.com/thailand/government-debt-to-gdp



The Largest Lenders to Emerging and Developing Countries, 1991-2019

Total PPG lending to emerging and developing countries, million USD. Government and private debt. Click on a country to display map and borrowers list below.

BN China 157,112
 lapan 112,351 I
=Netherlands 57,175 I

E= United States
I BFrance
== Germany
7 ZiEUnited Kingdom
8 mmRussian Federation

9 == Austria
10 B Saudi Arabia
11 = United Arab Emirates

12 ™= Singapore
13 ES Kuwait

14 = India

15 == Spain

16 0 Mltaly

17 B3 Switzerland
18 Il Hong Kong
19 B3 Brazil

20 I+l Canada

21 m=mVenezuela

@ 1991

54,289 I
38,434 N
38,272
23,520 I
22,975 I
17,743
17,218
14,220
11614
11,610

8,175 Il

6,372

5,666 [l

5,253 [l

47230

3,561

3,378l

24590

https://knoema.com/infographics/vsnfkkg/china-has-become-the-developing-world-s-largest-creditor




El] Global Development Policy Center

Composition of
the External Debt
Stocks in Africa

Jebt Res

Working Paper |March 2
g

Figure 1.5 Composition of External Debt Stocks in Africa

Sources: Public and publicly guaranteed (PPG) external debt, based on World Bank IDS database,

accessed in March 2022.



Debt Distress Level, by Lower Income Countries — Center for Global Development

Il In distress
High
Moderate

Low
NA

https://www.cgdev.org/publication/abcs-sovereign-debt-relief



Figure 2. China’s bilateral bailouts - yearly amounts of cross-border rescue lending
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B BOP support from state-owned banks and enterprises incl. rollovers

B Swap linc drawings incl. rollovers

Source: Horn, Parks, Reinhart, and Trebesch, “China as an International Lender fo Last Resort,” AIDDATA Working Paper 124, March 2023



An evolution toward greater use of
financial sanctions

=\ e\ uu"—_ 1Y "-_

Trade and Financial
Sanctions

Rack Solutions Blog



Financial Sanctions

Society for Worldwide Interbank
Financial Telecommunication

Alternatives to SWIFT:

= System for Transfer of Financial Messages — Russian Central
Bank (Russia only)

= Cross-Border Interbank Payment System — Chinese Central Bank
(but it uses SWIFT and deals primarily in yuan)

= Telephones and Faxes

= Cryptocurrencies



National Security Exception to the GATT/WTO

Article XXI
Security Exceptions
Nothing in this Agreement shall be construed

(@) to require any contracting party to furnish any information the disclosure of which it considers
contrary to its essential security interests; or

(b) to prevent any contracting party from taking any action which it considers necessary for the protection
of its essential security interests

relating to fissionable materials or the materials from which they are derived;
relating to the traffic in arms, ammunition and implements of war and to such traffic in other
goods and materials as is carried on directly or indirectly for the purpose of supplying a military

establishment;

(iii) taken in time of war or other emergency in international relations; or

(c) to prevent any contracting party from taking any action in pursuance of its obligations under the
United Nations Charter for the maintenance of international peace and security.




Incentives
and Choice

European Union

Jennifer Rankin in Brussels

EU leaders wrangle with issue of oil and
gas imports from Russia at summit

Poland and Baltic states seek embargo, while other countries
including Germany and Belgium want gradual measures

Ukraine-Russia war - latest updates

The Guardian



“The United States definitely has declared
economic war against Russia and is waging this
war,”

- Kremlin Spokesman Dmitry Peskov, March 2022 as reported in
The Hill



\ SANCTIONS ON RUSSIA OVER UKRAINE INVASION

ey I3

Froze Russian assets in the 27-nation bloc
and banned all transactions with Russia’s
central bank

¢ Imposed sanctions on President Viadimir
Putin’s inner circle, Russian oligarchs and
Belarus banks

* Banned equipment and technology exports
and Russian state media broadcasts

All 27 EU members to shut their airspace
to Russian aircraft

EU, US and allies

Banned Russia from the SWIFT
international payments network

I‘*I Canada

« Sanctioned President Viadimir
Putin, Foreign Minister Sergei
Lavrov and 10 individuals

o Banned oil imports and Russian
flights info Canadian airspace

o Restricted financial institutions in
dealing with Russian banks

United States

e Sanctioned Russia’s central bank, major
banks, financial institutions, state investments,
Russian oligarchs, elites and families

Restricted import of electronics and
technology goods

Prohibited 13 major Russian firms from
raising funds in US

Closed US airspace to all Russian flights

Banned Russian oil and other energy imports

Infographic: Clara Ho Source: CNA/Reuters

Switzerland

Adopted sanctions the EU imposed
on Russia

Froze assests on President Putin’s
inner circle and Russian central
bank assets

—

Ukraine

Banned entry of five oligarchs
Closed airspace to all Russian flights

Singapore

* Imposed export controls on
technology and “strategic goods”
that can be used as weapons

four other major banks
-\EI%

United Kingdom 2]

* Froze assets of all major Russian banks and

restricted all Russian firms from raising funds in
London

Banned the export of aviation goods and
*dual-use” equipment that can have military use

Sanctioned 100 individuals, firms and
subsidiaries

Banned Russian aircraft from UK airspace

Australia

South Korea A

Restricted financial institutions
in dealing with the Russian
government, central bank and

ﬁ
Imposed sanctions on President Putin and
members of Russia’s parliament

Sanctioned 25 military persons, four financial

instiutions and four weapons technology
companies

‘et
e,

Banned shipments of “strategic items” to Russia
such as electronics and communications
technologies

Banned transactions with Russia’s central bank
and suspended financial transactions with seven
major banks

Imposed penalties on key Russian sovereign
wealth funds

Japan ’
o Froze assests of
President Putin, Foreign
Minister Lavrov, Russia’s
central bank, 32 Russion
and Belarusian officials
and oligarchs

Banned exports of oil
refinery equipment to
Russia and Belarus

Banned exports to
Belarusian military
organisations

Imposed sanctions on
Russia’s central bank
and two other banks

Taiwan

 Will "harshly scrutinise”
exports to Russia

* Semiconductor companies
to comply with government
export controls to Russia

Russian military and security forces

New Zealand
* Prohibited good trades to the

« Imposed travel bans on Russian
officals and 100 individuals




aiwanese/Pineapples

l!D 0"1'-.
iTal nSFarmers

China is suspending imports of Taiwanese Sineapples, dé\"'spite
99.79% of imported batches passing inspection. Data proves that
this sudden, unilateral decision is not based on health or fair trade.

W @iinawen



China’s economic use of economic statecraft
* One Belt, One Road
 RCEP and other trade agreements
e Tourism restrictions to Palau
* Economic actions against Australia, Japan,
(GICERERRENYER

Keith Skipper







Indo-Pacific Economic Framework for Prosperity

Four pillars:

Trade provisions promoting high labor and environmental standards as
well as the digital economy

Resilient and secure supply chains

Promoting investment in decarbonization and clean energy
Taxation and anti-corruption policies




Takeaways

Economic prosperity is important for national security

Economic governance creates choices and incentives

Supporting economic resilience is critical for domestic security

The global economic guardrails have increased global wellbeing but have
created significant interdependence

Interdependence can be used for geopolitical/security ends

The U.S. is expanding its focus on economics in the region through the
Indo-Pacific Economic Framework



Key Questions

Why should a security professional care about economics?
What contributes to domestic economic security?

Are there guardrails for international economic policy?
What is economic statecraft and how is it used?



Prof. Tim Buehrer
buehrert@dkiapcss.net



