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2. Theoretical Framework 

This chapter provides an in-depth analysis and discussion of the theoretical concepts 

used in this study and elaborates on the adaptations made to them. On the level of the 

international system, complex interdependence theory will be used to theorize 

PRC-ASEAN relations in two different issue areas: energy resources cooperation and 

cooperation in the development of the Mekong River Basin. Complex interdependence 

is a structural theory of international politics building on political bargaining in cases of 

asymmetrical power distribution in different issue areas. The research will build on the 

formulation of models of the international structure and the processes in the two issue 

areas. Because they are seen as especially important under conditions of complex 

interdependence, five political processes are especially looked at: influence of the 

international structure on goals of the actors, instruments of state policy, agenda 

formation, linkages of issues, and roles of international organizations (Keohane and 

Nye 2001, p. 14). The framework of complex interdependence will be supported by a 

framework to analyze issue linkages as this part has not been elaborated sufficiently in 

the original theory. 

 

2.1 Provenance and Ideas of Complex Interdependence 

Why complex interdependence? The term goes back to Keohane and Nye’s book Power 

and Interdependence, written in 1977. The publication of the book has had deep impact 

on the study of International Relations. It has been seen as making a great contribution 

to the discipline by conceptualizing issues arising from international interdependence 

and isolating a set of variables that allow us to expand our knowledge about the politics 

of such issues (Michalak, 1979). Throughout the last three decades, Keohane and Nye 

have repeatedly revisited their concept and scrutinized its validity. In their essay 

entitled Globalization: What’s New? What’s Not? (And So What?), Keohane and Nye 

(2000) describe the purpose and importance of the concept of complex interdependence 

as follows:  

“We used the concept of complex interdependence in the 1970s 

principally to describe emerging relationships among pluralist 

democracies. Manifestly it did not characterize relations between the 

United States and the Soviet Union, nor did it typify the politics of the 
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Middle East, East Asia, Africa, or even parts of Latin America. 

However, we did argue that international monetary relations 

approximated some aspects of complex interdependence in the 1970s 

and that some bilateral relationships—French-German and 

US-Canadian, for example— approximated all three conditions of 

complex interdependence. In a world of complex interdependence, we 

argued, politics would be different. The goals and instruments of state 

policy—and the processes of agenda setting and issue linkage—would 

all be different, as would the significance of international 

organizations.” 

As will be elaborated in Chapter four and five, current China-ASEAN relations have 

developed such an intensity that they fit important aspects of the concept of complex 

interdependence. Therefore it is argued that the concept helps understanding China’s 

relations with Southeast Asia. 

Complex interdependence is an ideal type of international system, similar in its kind to 

structural neorealism. Not surprisingly, power remains the central resource for political 

bargaining under complex interdependence. Keohane and Nye’s understanding of 

power is derived from Weber’s (1947) definition of power as the probability that one 

actor within a social relationship will be in a position to carry out his own will despite 

resistance, regardless of the basis on which this probability rests. It is defined as 

“control over resources, or the potential to affect outcomes” (Keohane and Nye 2001, p. 

10). As lined out in the following, in addition to these rather realist concepts, Keohane 

and Nye draw on a number of liberal ideas and inverse the realist assumptions in many 

central points. 

An important role plays the concept of interdependence. Before going into the meaning 

Keohane and Nye attribute to it, a look at the history of the concept and the current 

usage by other scholars is interesting. Baldwin (1980) points out that interdependence 

can be traced back to Machiavelli’s dichotomy of ‘self reliance’ and ‘dependence’ and 

has received a considerable attention by economists and scholars of international 

relations ever since. Building on his extensive review of previous works, he defines 

interdependence as "international relationships that would be costly to break" (Baldwin 

1980, 484). McMillan (1997, p. 34) explains that “even though economic 

interdependence enlarges a country's economic possibilities, it creates a matrix of 
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constraints that most countries can influence only slightly, if at all.” Moravscik (1997) 

defines interdependence  

“as the set of costs and benefits created for foreign societies when 

dominant social groups in a society seek to realize their preferences, 

that is, the pattern of transnational externalities resulting from attempts 

to pursue national distinctive purposes. Liberal theory assumes that the 

pattern of interdependent state preferences imposes a binding constraint 

on state behavior.” 

In contrast, McMillan (1997) shows that even though liberal scholars often interpret 

interdependence as an incentive for increased cooperation, the effect of 

interdependence must not naturally be positive. This is also the case in Keohane and 

Nye’s (1977) understanding of the term: “We must therefore be cautious about the 

prospect that rising interdependence is creating a brave new world of cooperation to 

replace the bad old world of conflicts” (p. 8). This illustrates that Keohane and Nye do 

not go as far as to follow other “rhetoricians of interdependence” who foresee the end 

conflicts of interest between states because of global economic linkages or 

environmental and military dangers. Keohane and Nye stress the aspect of costs rising 

out of interdependence in various different areas and understand dependence in terms 

of the two concepts of sensitivity and vulnerability. Sensitivity is the extent to which 

one country is affected by the actions of another, whereas vulnerability is the extent to 

which a country can, by adopting its policies, insulate itself from the costly effects of 

events that occur elsewhere. Interdependence then means mutual dependence, a 

condition in which countries are both highly sensitive and vulnerable to each other. 

Their understanding of interdependence and its implications for international relations 

becomes even clearer when consulting the afterword of the third edition of Power and 

Interdependence (2001, p. 270):  

“Interdependence generates classic problems of political strategy, since 

it implies that the actions oft the states, and significant non-state actors, 

will impose costs on other members of the system. These affected 

actors will respond politically, if they are able, in an attempt to avoid 

having the burdens of adjustment forced on them. From the 

foreign-policy standpoint, the problem facing individual governments 

is how to benefit from international exchange while maintaining as 
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much autonomy as possible. From the perspective of the international 

system, the problem is how to generate and maintain a mutually 

beneficial pattern of cooperation.” 

Wherein cooperation "requires that the actions of separate individuals or organizations 

- which are not in pre-existent harmony - be brought into conformity with one another 

through a process of negotiation, which is often referred to as policy coordination” 

(Keohane 1984, p. 51). Moreover, Keohane (1984) argues, "cooperation is in a 

dialectical relationship with discord, and they must be understood together. Thus to 

understand cooperation, one must also understand the frequent absence of, or failure of, 

cooperation.” This understanding of cooperation illustrates the importance of 

bargaining processes under complex interdependence. On the other hand, the character 

of interdependence in Power and Interdependence is distinctively different from realist 

interpretations of interdependence (Keohane and Nye 2001, p. 270). The use of the 

concept of interdependence in traditional balance of power theories is inadequate as the 

understanding of interdependence is limited to the security sphere: “balance of power 

theories and national security imaginary are also poorly adopted to analyzing problems 

of economic or ecological interdependence” (Keohane and Nye 1977, p. 8). The 

resulting understanding of interdependence is analytical, building on costs that then 

feed into a rather traditional understanding of international bargaining. But these 

interdependency costs change the incentives in the bargaining game considerably, as 

will be seen later. 

Besides interdependence theory, a second important source of thinking underlying 

complex interdependence are studies on regional integration. The basic thought 

stemming from integration theory that is used in complex interdependence is the 

question of how increased transactions and contact change attitudes and transnational 

coalition opportunities, and the importance of institutions in fostering such processes. 

Here Keohane and Nye are indebted to liberal thought that holds that the growing 

number of international actors, although less powerful and visible, can have profound 

consequences on international relations among states. Again, interdependence plays an 

important role in providing reasons for international contacts, but regional integration 

theory goes beyond the observation of increased intensity of contact and stresses the 

emergence of new institutions and changes in perceptions and expectations due to 

increased interaction (Taylor, 1975). In this view, international institutions or epistemic 
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communities can play important roles in the process of cooperation by linking up with 

domestic counterparts. International epistemic communities can put issues on the 

international agenda (Jeon and Yoon 2006, p. 849). International institutions are central 

in cooperation processes as they provide fora for consensus finding and different 

institutional rules can change the actors’ power distribution and affect the actors’ ability 

to use his powers. As a result, manipulating institutional settings in your favor is 

believed to become an important goal of international politics. 

 
2.2 International Relations under Complex Interdependence 

After discussing the preliminaries of complex interdependence, the concept is 

explained in detail in the following section. Complex interdependence as introduced by 

Keohane and Nye (2001) has three main characteristics: 

First, the existence of multiple channels of contact among societies expands the range 

of policy instruments, thus limiting governments’ control over foreign relations. Formal 

and informal diplomacy is no longer the only channel in which politically relevant 

international interaction takes place. Keohane and Nye name informal ties among 

nongovernmental elites and transnational organizations as two additional channels 

connecting societies.  

Secondly, state policy goals are not arranged in stable hierarchies, but are subject to 

trade-offs. Military security does not consistently dominate the agenda. On the contrary, 

“different issues generate different coalitions, both within governments and across 

them, and involve different degrees of conflict” (Keohane and Nye 2001, p. 21). This 

assessment builds on the idea that contrary to structural realism, many issues arise 

“from what used to be considered domestic policy and the distinction between domestic 

and foreign issues becomes blurred” (Keohane and Nye 2001, p. 21). This in turn poses 

a great threat to the consistency of the theory itself and therefore the validity of the 

claim for complex interdependence to compete with neorealism as a structural theory of 

international affairs. This problem was admitted by Keohane and Nye themselves 

(Keohane and Nye 1997, p. 277). The authors try to evade it by focusing on the 

international structure only; neglecting the implications this second characteristic of 

complex interdependence could have on the study of international affairs. 

Third, military force is largely irrelevant. “Military force is not used by governments 

towards other governments within the region, or on the issues, when complex 
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interdependence prevails” (Keohane and Nye 2001, p. 22). The authors do not mean to 

deny the importance of military force in general terms, but argue that due to different 

hierarchies of policy goals there are some issue areas or geographical regions where the 

use of military force is rendered unfeasible. This view is further supported by the 

observation that national security symbolism has lost much of its attraction after the 

Cold War (Keohane and Nye2001, p. 6). It is argued that conflict arising from 

interdependence is distinctively different from traditional conflict, which bates the 

usefulness of military force as the traditional way of solving conflicts. The irrelevance 

of military power has important implications on international policy processes which 

will be revisited frequently in the remainder of the study: 

“Traditional analysis focuses on the international system, and leads us 

to anticipate similar political processes on a variety of issues. Militarily 

and economically strong states will dominate a variety of organizations 

and a variety of issues, by linking their own policies on some issues to 

other states’ policies on other issues. By using their overall dominance 

to prevail on their weak issues, the strongest states will, in the 

traditional model, ensure congruence between the overall structure of 

military an economic power and the pattern of outcomes on any of the 

issue areas.” 

In broad terms, these three assumptions can be seen as the anti-thesis to the neorealist 

assumptions (Keohane and Nye 2001, p. 275). Specifying the international structure in 

this way has wide implications. Michalak (1997) summarizes them as follows:  

“When such conditions exist, Keohane and Nye expect discontinuities 

between the overall distribution of military power and the outcomes in 

bargaining situations. They hypothesize that in issue areas so 

characterized, outcomes will be shaped by the distribution of resources 

and vulnerabilities within each separate area; issues and agendas will 

have little relation to traditional security concerns or the overall 

configuration of power; transnational relations of all 

types—international bureaucratic coalitions, nongovernmental 

transnational actors and coalitions—will become crucial factors in 

decision-making processes; and international institutions, broadly 

defined, will set agendas, act as catalysts for transnational coalitions, 
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and enable weak states to undertake initiatives and form coalitions.” 

Due to the existence of multiple channels of contact and the absence of stable 

hierarchies of state policy goals and the predominance of military power, different issue 

areas can comprise different power distributions. As lined out in the following, a 

number of political processes have to be understood differently than what traditional 

analysis of international politics would suggest. These processes include the goals of 

the actors, instruments of state policy, agenda formation, linkages of issues, and roles of 

international organizations. 

These five categories will guide research of China’s relations with Southeast Asia and 

the two specific issue areas analyzed in this study. A first set of questions is aimed at 

testing whether the theory can help understand developments in the issue areas. For 

example, questions to be asked are: What are the goals of the actors in the issue areas? 

Does change in the distribution of power in the issue areas explain the rise of 

institutions? Or more specifically, how does China’s growing energy hunger and 

ASEAN’s relatively strong position in energy resources affect the goals of Chinese 

foreign policy? As these questions illustrate, each of the five political processes will be 

analyzed in light of the international structure. 

 
Goals of the Actors 

Special interest is paid to the influence of the international structure on actors’ goals 

under complex interdependence. As mentioned before, It has been argued that the 

complex interdependence has failed to explain how the actor’s goals are going to be 

ordered (Michalak 1979, p. 138). This is mainly because complex interdependence was 

designed as a framework to analyze a variety of issue areas, where goals are determined 

in different ways and power is not homogeneous:  

“One of the major problems in understanding world politics is the 

frequent failure to distinguish among dimensions and areas of the field. 

This failure is all too often accompanied by a tendency to apply the 

same simplifications to all subjects of the subjects. We have studied the 

policy implications of interdependence in order to contribute to a 

differentiated, sophisticated approach to analyzing world politics, not 

to put forward yet another oversimplification as a guide to reality” 

(Keohane and Nye 2001, p. 211).  
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This does not mean that Keohane and Nye understand their concept of complex 

interdependence as only a partial theory of international relations. They rather argue 

that complex interdependence allows for differences in power structures and actors in 

different areas. One result of these differences is that actors might pursue different 

interests and coalitions depending on the issue area. Another problem in determining 

the actors’ interest is the entrance of a number of new actors pursuing different goals, 

leading to a situation where it is difficult to determine a unitary state goal. Furthermore, 

transnational actors are pursuing their own goals. 

 

Roles of International Organizations 

An important theory for the process of formulation of the goals of the actors stems from 

regime theories. Especially in the field of development of the Mekong river basin, this 

approach is expected to help understand the reality. Keohane (1984) broadly defines 

regimes as explicit and implicit rules and patterns of regularized cooperative behavior 

in world politics. Regimes can include institutionalized and state-backed international 

organizations, but also “implicit rules and norms insofar as they actually guide behavior 

of important actors” (Keohane 1989. p. 76). Regarding the role of regimes and 

institutions, Krasner (1982) holds that “once regimes are established they may feed 

back on the basic causal variables that gave rise to them in the first place. They may 

alter the distribution of power. They may change assessments of interest. Regimes may 

become interactive, not simply intervening, variables. Once a regime is actually in 

place, it may develop a dynamic of its own that can alter not only related behavior and 

outcomes but also basic causal variable.” 

 
 

Instruments of State Policy 

It has been argued that under complex interdependence, military power is not the 

foremost instrument of state policy anymore. Even more, different aspects such as 

economic power, technological knowledge distribution or diplomatic resources might 

be relevant in different issue areas. Under these circumstances, Keohane and Nye (1997) 

argue, that the manipulation of international organizations and transnational actors will 

be major instruments of state policy. 
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Agenda Formation 

As noted above, complex interdependence argues that different issue areas are 

structured differently in terms of hierarchies of goals and power distributions. This also 

implies that the factors affecting agenda formation processes are very diverse. Factors 

influencing the agenda may include national interest, international regimes and 

linkages from other issue areas. It will be especially interesting to analyze the Chinese 

foreign policy towards Southeast Asia and try to elaborate on the question regarding 

Beijing’s ability to unilaterally control the agenda formation. For example, when 

discussing China’s position in the Global Warming debate Jeon and Yoon (2006) find 

that “there are many indications that interaction with and funding from foreign agencies 

have supported and elevated scientific forces as well as the Chinese government, in 

various ways.” But they also argue that “it is unlikely that international linkages 

involving negotiatory mechanisms can directly determine Chinese policies.” 

 

Linkage of Issues 

An area which Keohane and Nye did not put much emphasis on, but might be 

interesting in the cases under consideration is the possibility of linkages between issue 

areas. Keohane and Nye note that under complex interdependence, the militarily or 

economically powerful states might not able to use their overall power to ensure a 

congruence of patterns in every issue area. “If force were readily applicable, and 

military security were the highest foreign policy goal, [the] variations in the issue 

structures of power would not matter very much. But when military force is largely 

immobilized, strong states will find that linkage is less effective” (Keohane and Nye 

2001, p. 31). They also note that this will probably give strategy and bargaining a much 

more important position when it comes to issue linkages. But even though Keohane and 

Nye (2001) suspect that “less vulnerable states will try to use asymmetrical 

interdependence in particular groups of issues as a source of power; [and] they will also 

try to use international organizations and transnational actors and flows”, the authors 

stop short of providing insights into the processes of linkage formation under complex 

interdependence. 

Haas (1980) has contributed seminal research to the field of linkages and also provides 

the basis for the bargaining model designed by Aggarwal (1998) applied in this study. 

The model shares a setting similar to the one developed by Keohane and Nye. 
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Aggarwal’s framework will be used to visualize the bargaining processes. As can be 

seen in Figure 1, goods, individual situations, and institutions constitute the bargaining 

game, which is set in motion by an impetus. The impetus can be anything that alters the 

actors’ incentives, e.g. changes in the international power structure or changes in values 

and beliefs. Goods are understood in a broad sense as elements of political bargaining. 

Especially interesting are public, common and patented goods as they are all deviations 

from the principles of exclusion and rivalry in consumption innate to private goods, and 

therefore offer incentives for coordination of policies (Snidal 1985). In Aggarwal’s 

(1998) view, states are likely to have varying interests in the issue area within which 

bargaining takes place. While the factors that might affect an actors' interests (and 

hence their payoffs) are nearly endless, the most significant influence on national 

responses can be narrowed down to an actor's international position (referring to both 

capabilities in the overall international system as well as to the relative capabilities in 

the issue areas); its domestic coalitional stability (the incumbency expectations of 

government decision makers); and elite beliefs and ideologies about the causal 

connections among issues and the need to handle problems on a multilateral basis. 

Finally, the bargaining is likely to take place in the context of one or more institutions, 

whereby “institutions should influence how actors interact, and may provide either 

focal point solutions for coordination games or may help states to overcome collective 

action problems” (Aggarwal 1998, p. 16). The concrete rules governing the institutions 

influence actors' bargaining behavior by of international and domestic actors. Lastly, 

international institutions can also feed back into the processes of national 

policy-making by altering expectations of possible international bargaining outcomes 

and elite beliefs. This “may lead to fundamental changes in actors' basic interests and 

possibly facilitate greater cooperation” (Aggarwal 1998, p. 17). Finally, the bargaining 

yields payoffs that are likely to vary for the actors involved in the initial negotiating 

game. Faced with the payoffs that result from their initial strategic interaction, states 

may simply accept the outcome of their bargaining. But the game may not simply end: 

actors are likely to make efforts to alter the bargaining game in which they find 

themselves to improve their payoffs in a new game structure. The resulting model of 

bargaining as depicted in Figure 1 will help understanding ASEAN – China relations. It 

is hoped that by distinguishing between impetus, the elements of the bargaining game 

and the outcome, a more conceptualized thinking of bargaining under complex 

interdependence can be applied. The model is not only applied to analyze bargaining in 
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the issue areas, but it is also hoped that it can give insights whether and how the 

different issue areas are linked together in the bargaining setting of broader 

ASEAN-China relations. 

 
Figure 1: Aggarwal’s Institutional Bargaining Game 

Source: Aggarwal 1998, p. 10 

 

2.3 Limitations of the Study 

Concerning the explanatory power of their concept, Keohane and Nye explain: “We do 

not argue that […] complex interdependence faithfully reflects world political reality. 

Quite contrary; both it and the realist portrait are ideal types. Most situations fall 

somewhere between these two extremes” (p. 24). It is in this light that this study uses 

the framework of complex interdependence to analyze China – ASEAN relations. As 

will be seen in the remainder of the thesis, China – ASEAN relations might sometimes 

fit the portrait of complex interdependence quite well, sometimes less. Nevertheless, 

thinking in a theoretical, and structural way is important as it can help asking the right 

questions. As described above, at times the study will go astray from theoretical 

assumptions. The main breach of the complex interdependence theory is surely the 

focus on interactions between the international and the domestic levels of analysis. As 

this study is going try to supplement a theory of the international structure with 

evidence from two cases to understand foreign policy making, one needs to understand 

the implications of combining research on different levels of analysis on the validity of 

the theory applied. 
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Waltz doubts that structural theory can be linked to a theory of foreign policy and “is 

highly critical of many system-level analysts, including Morton Kaplan, Stanley 

Hoffmann, Richard Rosecrance, Karl Deutsch and J. David Singer, and others, charging 

them with various errors, including ‘reductionism’; that is, defining the system in terms 

of the attributes or the interactions of the units” (Holsti 1995, p. 39). 

Alexander Wendt raises the ‘agent-structure problem.’ “He points out that the way 

leaders of states conceptualize their situations is strongly affected by the institutions of 

international relations (Wendt 1987). On the other hand, Keohane (1989, p. 9) holds 

that “no systems theory can be expected to account for the behavior of the units – topics 

that require detailed empirical investigation and historical research.” As the focus of 

this study is not theory building but description, explanation and theory application, 

some of the theoretical rigidity can be given up. In the remainder, Holsti’s (1995) words 

shall be kept in mind: “A spare structural approach suffers from an inability to identify 

adequately the nature and sources of interest and preferences because these are unlikely 

to derive solely from the structure of the system. Ideology or domestic considerations 

may often be at least as important. […] But to acknowledge the existence of various 

levels of analysis is not enough. What the investigator wants to explain and the level of 

specificity and comprehensiveness to be sought should determine which level(s) of 

analysis are relevant and necessary.” 


