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Trade a source of conflict or peace?
Peace is the natural effect of trade

— Montesquieu, 174 8

The  commercia l peace ; Kant ian peace ; t he  peace  dividend:
Increases  t he  cos t  of conflict .  
Trade  a s  a  source  of prospe rit y and securit y in Eas t  As ia . 

Commerce, which ought naturally to be, among nations, as among 
individuals, a bond of union and friendship, has become the most 
fertile source of discord and animosity.

— Adam Smith, 1776

Weaponised t rade  a  source  of vulne rabilit y.



Depends on the regime 
● Depends  on t he  reg ime  within which count rie s  a re  engaged

○ Post-war economic order: confidence in US -led multilateral trading system that mitigated 
risks

○ Weakened system: Companies and countries are having to self -insure with economic 
security policies of diversification, stockpiling, onshoring and friendshoring 

● Prosperity and security can be complements (Montesquieu) or substitutes (Smith)

○ Virtuous cycle or vicious cycle

○ Guns and/or butter 



Post -war economic orde r 

● Forged during  t he  war t o avoid begga r t hy ne ighbour prot ect ionism and economic 
riva lry t ha t  fed insecurit y and conflict  in 193 0s

● Bre t t on Woods : GATT, WB and IMF embedded libe ra lism and mult ila t e ra l 
principle s

● Allowed an insula t ion of t rade  and economic policy 
from ‘high polit ics ’ (Cooper, 1972) 政経分離



Open global markets as a source of security

● WTO and mult ila t e ra l sys t em unde r t hrea t  but  not  dead: prot ect ing  from coe rcion

● The  g loba l economy is  la rge : a lt e rna t ive  supplie rs  and buye rs

● Import ance  mos t  favoured na t ion and open cont e s t able  marke t s  t ha t  diffuse  
economic and polit ica l power, blunt ing  t he  use  of economic weapons  

● Now? The  securit y impera t ive  vs  t he  economic impera t ive . 



Weaponised economics
● Geoeconomics : t he  use  of economic t ools  for s t ra t eg ic purposes  

(Blackwill and Harris , 2016 : War by Othe r Means : Geoeconomics  and 
S t a t ecra ft )

● Trade  s anct ions , export  cont rols , SWIFT payment s  sys t em, freezing  
a s se t s  and re se rves , blocking  inves tment  a ll in t he  name  of na t iona l 
s ecurit y 

● Weaponised int e rdependence  causes  economic int e rdependence  t o 
be  s een a s  a  source  of vulne rabilit y 
○ East Asia (and Europe) show economic interdependence is a 

source of prosperity and security 

● A neutered WTO dispute settlement system and Article XXI GATT 
Security Exception let loose

https://www.eastasiaforum.org/2023/10/02/the-gaping-national-security-hole-in-the-world-trade-regime/


Great Power strategic competition 
● The  compe t it ion for primacy: re la t ive  ins t ead of 

absolut e  ga ins

● Zero-sum: one  s ide ’s  ga in is  s een a s  a  los s  t o t he  othe r 

● Economic compe t it ion vs  s t ra t eg ic compe t it ion

● Forcing  count rie s  t o choose  s ides : 
○ extra -territorial unilateral sanctions
○ economic coercion

● De-risking without a functioning rules -based system 
that mitigates risks may leave decoupling as the most 
rational outcome



Prisoner’s dilemma generalizes to an epic -fa il

Cooperate Contain

Cooperate (5 , 5) (–10 , 10)

Contain (10 , –10) (–5 ,  –5)



Instinct to retreat to a dark corner
● Nat iona l s ecurit y risks  a re  exis t ent ia l: a s s igned an infinit e  price

● No amount  of prospe rit y is  worth ca t a s t rophic s ecurit y out comes : re t rea t  t o t he  corne r 
solut ions

● Need to dea l with t a il-risks  but  need not  domina t e  policymaking

Choosing policies towards the corner

Cornering countries

International cooperation 

Fragmentation and disorder

Security

Prosperity

DPRK’s corner solution

Expanding strategic 
space 

Narrowing strategic 
space 



How to respond?
● Divers ify t rade? Isn’t  t ha t  t he  oppos it e  of specia liza t ion and ga ins  from t rade  

(compara t ive  advant age  and economies  of s ca le ) 

● How to manage  concent ra t ed marke t s? 

● Thinking  about  s ecurit y diffe rent ly
○ Collective security and comprehensive security
○ Zero-sum can be limited to territorial disputes and war; not competition for technology 

supremacy

● The power of economic interdependence 
○ China’s complex and deep interdependence in global value chains: not falling
○ A Chinese economy and society that’s less integrated into the global economy is one with 

more risks
○ Lessons from Europe’s dependence on Russian gas 



Restoring economics in the global order
System preservation and system reform

● New rules for industrial policy, digital economy and technology 
● Appeal to the WTO rules backed by MPIA 
● Plug security exception in WTO

● Bottom -up rulemaking will need multilateral principles
○ Open accession vs minilaterals of ‘like -minded’ or ‘trusted partners’
○ Incentivise and accommodate Great Power cooperation

● Collective action required while US is inactive in the system
● Beware Trump’s deals that enable and validate direction of US and contribute to weakening the 

existing international economic order

● Bridgeheads for multilateralism in Asia that lock China in: Utilise ASEAN-centred
arrangements and organising an Asia-Europe-China response



Forging consensus and building frameworks for cooperation

● Inadve rt ent  coope ra t ion (Quah, 2024 )

● Principled plurila t e ra lism (Posen, 2020) 
○ Examples: CPTPP and MPIA

● Constructive incrementalism ( Pangestu and Janow, 2023)

● Concerted unilateralism (Drysdale and Garnaut, 1993) 
○ Examples: climate mitigation and Bogor Goals
○ Open regionalism and avoiding economic diversion/negative spillovers



Global exis t ent ia l t hrea t  of clima te  change
Sing le  Green Marke t  a s  a  new organizing  goa l for conce rt ed unila t e ra l act ion.

Bogor Goa ls  2.0  init ia t ive  in Eas t  As ia

The green transition 
imperative

Sustainable supply chains

New natural capital markets

Sustainable finance taxonomies

Regulatory reform and 
cooperation

Sharing of best practice reforms 
and technology adoption

Cooperation and coordination on 
green industry policy

Facilitating adjustment towards a 
green economy

Trade and investment 
policy

Open markets for trade in green 
goods

Agreement on disciplines on 
green subsidies and limits to 

protectionism

Openness to foreign investment 
in green technologies and sectors
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