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China’s Strategic Advancement in
Southeast Asia: Trade, Diplomacy and

Connectivity

Anushree Bhattacharyya*

The rise of China is the primary cause of changing strategic dynamics in Asia. China’s
growing economic, military and political weight is shaping regional and individual
destinies of its neighbours, particularly in Southeast Asia. Despite the academic debate
over its future, Chinese influence is burgeoning and this has major implications for
other Asian powers such as India, Japan, Russia, and the offshore balancer, the United
States. This paper examines Chinese strategic gains in the Southeast Asian region in
the areas of trade, regional diplomacy and cross-border connectivity. It also seeks to
understand why India, unlike China, has not managed to integrate as closely with
Southeast Asia despite using policies similar to that of China.

Fareed Zakaria in Newsweek (2008) stated that the “advent of China as a global power
is no longer a forecast but a reality”. China today is a rising Asian superpower that is
systematically consolidating its global reach by pursuing a distinctive engagement policy,

primarily in its periphery. This will have deep strategic connotations.! Friedberg explains:

“Rising powers seek not only to secure their frontiers but to reach out beyond them,

taking steps to ensure access to markets, materials, and transportation routes;

*Anushree Bhattacharyya is a Research Associate at the National Maritime Foundation, New Delhi. She is also
a Doctoral Candidate at Jawaharlal Nehru University, New Delhi.
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...promulgate their values; and, in general, to have what they consider being their
legitimate say in the affairs of their region and of the wider world” .

China’s southeastern neighbourhood is the Southeast Asian region comprising 11
small countries. This region is intersected by important global maritime trade routes
and, therefore, holds considerable strategic significance. It is also one of the fastest
growing regions in the world and has managed inter-state relations through a matured
regional set up in the form of the Association of Southeast Asian Nations (ASEAN).
While in the past, Sino-Southeast Asian relations were primarily set by people to
people interaction, today these are driven by governments. This “growing interaction”
in the region is driven more by economics than by military or political concerns.?

This paper examines China’s strengthening ties with Southeast Asian countries.
These relationships show China’s rising influence and strategic advancement into the
region. Although in conventional analysis, strategic penetration is primarily judged in
military terms, this paper focuses on three non-military* factors that have helped
China achieve strategic leverage in its southeastern neighbourhood. Trade, regional
diplomacy and cross-border connectivity are three pillars of Chinese soft power. Hence,
special focus has been accorded to connectivity initiatives since transport infrastructure
comprising roads and railways involves establishing physical links in foreign territory.
In the end, a comparison of the “connectivity diplomacy” of India and China is made.

Military Ties between China and Southeast Asia

Military ties between China and Southeast Asian countries have been limited up to
now. The Southeast Asian countries have remained small and medium actors on the
international stage and their focus is on internal security rather than on external defence.
They are also pre-occupied with safeguarding the freedom of the seas since several
major international sea-lanes traverse their territorial waters. Consequently, aggressive
military modernisation and power projection is not a priority for these states.
Traditionally, American and European firms have been the key military suppliers
to Southeast Asian countries. After the September 11, 2001 attack, the United States
(US) declared Southeast Asia as an important strategic area and a major front in the
global war on terrorism. As a result, military aid started pouring in.’> In contrast,
Chinese military assistance to major Southeast Asian countries has remained modest.
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At the same time, it is not as if arms sales and bilateral defence agreements have
not been signed between China and the Southeast Asian countries.® China has sold
military equipment to several of the ASEAN member states — Myanmar, Cambodia,
Indonesia, Laos, Malaysia, Philippines, Thailand, and Vietnam — over the past five
years.” Among them, Myanmar, Laos, Thailand and Cambodia are the major
beneficiaries of this military assistance. China donated six patrol craft to Cambodia in
January 2005. It has also helped Thailand to build Naresuan class frigates and has
provided military vehicles in exchange for merchandise products.®

Myanmar is one country in the region where Chinese military collaboration is
substantial. Virtually, all military hardware operated by Myanmar’s armed forces is of
Chinese make. China has given US$ 1.2 million worth military aid” to the Philippines
and has agreed to annual security talks. It has started defence cooperation talks with
Indonesia. Multilaterally, China has used the ASEAN Regional Forum (ARF) to increase
communication with defence officials.!® All these efforts are directed towards building
strategic partnerships with the ASEAN states to help reduce regional suspicion and
help China acquire a measure of legitimacy within Southeast Asia.

Other ASEAN countries have not yet established defence ties with China, possibly
because of the discord with China over the South China Sea. A degree of wariness
towards China is discernible in the region.!! As Amitav Acharya notes

“even though eschewing a confrontational policy towards China, the major Southeast
Asian countries resist any temptation to strategically align with China, wary of its
uncertain evolution as a rising power and the political costs (which are, in some
cases, domestic as well as international) of such alignment”.\?

Therefore, the region is uncomfortable with growing Chinese military expenditure and
its occasional aggressive moves in the South China Sea and along the Taiwan Straits.!?

However, China is aware of the reservations ASEAN members have regarding the
establishment of substantive military ties with it. Consequently, it has abstained from
pushing for deeper military cooperation whilst encouraging cooperation in other sectors.'*
This serves Chinese interest since the absence of military cooperation does not attract
US objections or subsequent military rivalry.!> Therefore, China has been vigorous in
projecting a benign national image, which it hopes will help the process of ‘peaceful’

penetration of the neighbourhood.
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The Three Salient Areas: Enter the Dragon

China wishes to present itself as a peaceful and constructive member of the international
community.'® Accordingly, it has adopted a comprehensive neighbourhood policy,
with both short and long term goals. The short-term strategy focuses on immediate
and achievable targets such as border demarcation, settlement of territorial disputes,
establishment of dialogue mechanisms and diverse approaches in dealing with emerging
issues. The long-term strategy aims at China’s integration into the regional system,!”
suggesting that it plans deeper strategic penetration into the region.

Chinese long-term strategy is striking in areas such as commercial trade, regional
participation and building infrastructural networks for communications designed to
earn goodwill in the region. This is indeed the safest way to project benign power,
while at the same time, discreetly increasing its penetration of the region. Not surprisingly,
Chinese goods, currency and traders are gradually becoming ubiquitous in the region.

In the post Asian financial crisis period, China has become the engine of growth
for the Southeast Asian economies. Booming intra-regional and intra-industrial trade
is attributed to China’s emergence as an economic powerhouse. Considered the third
largest economy in the world, China is experiencing an annual growth rate of about
9 per cent. Massive foreign direct investment (FDI), rising manufacturing exports and
cheap labour have turned the country into a magnet attracting Southeast Asian businesses.
As a result, the ASEAN economies’ dependence on China is growing. China was
ASEANs third largest trading partner in 2009, accounting for 11.3 per cent of ASEAN’s
total trade. As indicated in Table 1, the import-export basket of the four major
industrialised ASEAN countries has been growing consistently since 2000. By 2010,
China’s trade with ASEAN is likely to reach US$ 275 billion. The China-ASEAN Free
Trade Agreement (CAFTA) effective since 2010 will further boost trade, touching an
estimated US$ 1.2 trillion. This will transform the entire region into the world’s third
largest free trade area by trade volume after North America and Europe.

At the same time, Southeast Asian countries are worried about the flood of cheap
Chinese goods wiping out indigenous production. In addition, diversion of FDI into
China at the expense of its smaller neighbours is also a major apprehension. However,
the imbalance in trade between China and the Southeast Asian economies is mitigated
by China’s outward investments and its service sector market. The Southeast Asian
nations also have the potential to reduce their trade gap with China thanks to the
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Table 1. ASEAN’s growing dependence on China

Partner country Export (%) Import (%)

2000 2004 2008 2000 2004 2008

Indonesia 4.48 6.45 8.54 6.03 8.85 11.80
Malaysia 3.09 6.70 9.55 4.03 10.02 13.06
Philippines 175 670 1124 237 612 7.59
Singapore 391 775  9.21 5.31 9.37 10.61
Thailand 4.09 7.39 9.28 5.56 8.88 11.76

Source: WITS database

comparative advantage they enjoy in producing primary products such as timber, palm
oil and food items. China’s massive domestic market also presents lucrative investment
opportunities'® for Southeast Asian countries.!” On the tourism front, China is the
third largest source of tourists — tourist inflows were estimated at 13.8 million between
2001 and 2005.%° These commercial interactions are also helping to bring together
Chinese and Southeast Asian economies, making them more competitive as a region
and thereby attracting greater foreign investment flows into their integrated market.?!

The zero-tariff market of over 1.7 billion people under the CAFTA umbrella will
further integrate Southeast Asia with China. Integration of the economies will create
interdependence between the two, leading to decreasing independence of the Southeast
Asian states. With their growth dependent on the Chinese economy, they would
refrain from adopting any policy or making any move that could antagonise China.

China’s soft power is becoming apparent at ASEAN Summit deliberations. Despite
renewed US interest in the region and the emergence of other Asian powers like India
and Japan, Chinese clout is visibly rising. The unwavering attempt on China’s part in
engaging the smaller states on the periphery is motivated by what Deng called, “secure
our position”. More articulately, the Dragon would prefer to crawl, “hide capacities
and bide time, till he is able to challenge others”.?? Regional engagement, thus, plays
a significant role in exerting influence in the neighbourhood.

China’s diplomatic skills have sharpened through its interactions with ASEAN.
Chinese diplomats have been interacting with senior ASEAN officials since 1995 and
by 2005, a total of 48 mechanisms for cooperation were signed between China and
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the ASEAN. In contrast, the US, in its 28 years of “dialogue relations” with the
ASEAN, has only managed to set up 15 such mechanisms.?’

Regional participation has served China’s core interest wherein it wants to play an
influential role but does not want to be seen as trying to impose its hegemony. A
muldilateral forum such as ASEAN also provides an opportunity to balance other

competing powers such as the US.

Connectivity Infrastructure: Beijing Gears Up for Strategic Depth

China views Southeast Asia as “potentially the most fruitful and receptive region for
projecting influence”.? In this respect, building physical connectivity with its neighbours
is a cost-effective way to spread influence. As these transport links become operational,
Southeast Asians will become more familiar with China. With increased interaction
and movement between the two, China will become a connecting hub in the region.
Militarily, too, China stands to gain as the cross border transport infrastructure will
help mobilise military transport and reinforcement capabilities more quickly and
efficiently during a crisis.

Asian powers like India and Japan have understood the need for connectivity with
their respective peripheries.25 However, China is way ahead of both. It aims to build
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Fig. 1. Chinese presence in South Asia; entering Nepal from Tingri and linking it to Kunming
and Dali (Southern China) (source: www.99daystopanama.com/China/TripMap.jpg;
accessed on October 4, 2009).
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26,000 km of highways to connect its urban centres with the rest of Asia.?° To do so,
China will spend Renminbi 1.5 trillion on its rail system from 2006-10, as announced
by its Rail Ministry.?” The country plans to add 17,000 km of track to the existing
route-length, which is already the third longest in the world.

China is building two North-South strategic corridors on both sides of India — the
Trans-Karakoram Corridor to Gwadar and the Irrawaddy Corridor involving road,
river and rail links from Yunnam to Myanmarese ports.?® The Irrawaddy Corridor has
already penetrated into the interiors of Myanmar to capture markets and establish a
strategic leverage in the country. In Central Asia, there are plans to build 12 highways
in the region. The longest link in Central Asia will stretch from Urumgqi, Xinjiang’s

capital, to Tehran and Istanbul.?’
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Fig. 2. Chinas island border with Indo-China region (source: www.math.ksu.edu/~dbski/
publication/china_map.gif; accessed on October 4, 2009).

Within ASEAN, infrastructure building is receiving precedence in order to realise
the goal of ASEAN community building initiatives by 2015. The ASEAN Vision
2020 adopted in December 1997 prioritised regional transportation network initiatives.
Sub-regional platform such as Greater Mekong Sub-region (GMS) are also being
utilised to accelerate the implementation of the inter-linking projects.
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One ASEAN objective is to build transport infrastructure and link the various
countries of the grouping. China is the biggest player in this endeavour. At the 10t
ASEAN-China Summit in Cebu (Philippines) in 2007, Chinese Premier Wen Jiabao
said:

“China proposes a strategic plan on China-ASEAN transport cooperation in the
next 10 to 15 years be formulated ro facilitate coordinated development of regional
transport, improve integrated transport networks, and facilitate communication

and transport in the region”.>

Currently, China and ASEAN have identified 90 transport infrastructure projects for
cross-border transportation and facilitation.

China has been using its borders with Myanmar, Laos and Vietnam to push
through rail and road links to other Southeast Asian countries. Through Laos, the
routes connect to Thailand and Malaysia. In Myanmar, major infrastructure and transport
projects have largely been sponsored by China, which include several roads, railway

31 causing anxiety for its neighbours. The upgradation

tracks, airfields and naval bases,
of the Homalin airfield just 23 km from Indo-Myanmar border carried out by China
is one such cause of concern. Oil-gas pipelines*’ and hydroelectric projects in the
Kachin area are some of the other strategic projects being executed by China.
China is aggressively continuing with several other projects. The transport network

building programme under the GMS development initiatives is made up of three main

Fig. 3. Road linking Kachin region in Myanmar with Kunming, China (source: ADB website;
accessed on March 23, 2009).
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corridors, namely the North-South Corridor, the East-West Corridor and the Southern
Corridor. The most significant of these is the Kunming-Bangkok Highway under the
North-South Corridor, which is scheduled to be completed by 2011. The proposed
highway would be 2,000 km long and would considerably reduce travelling time
between the two cities. The 688 km Chinese section under this highway project starts
in Kunming, the provincial capital of Yunnan and stops at Mohan, an important trade
port on the Sino-Laotian border. The first stretch of the section — from Kunming to
Yuxi — was completed in April 1999. The sections of the highway within the territories
of Thailand and Laos have almost been completed, except for a bridge linking the two
nations. On the completion of the North-South Economic Corridor, there would be
one highway linking Beijing to the southernmost part of the Malay Peninsula.

On the eastern side towards
Vietnam, the railroad from Kunming,
the capital of China’s Yunnan province
to Haiphong port in Vietnam via Lao
Cai (the entry point in Vietnam), is only
854 km long while the shortest domestic
railway from Kunming to Guangxi’s
Fangcheng port is more than 1,800 km

away.?? Thus, once the Kunming-Hanoi-
Haiphong link is operative, transportation Fig. 4. Linking Kunming to Haiphong (source:
cost of goods from Yunnan to Vietnam www.gokunming.com/images/blog/
and other third countries will be 173.jpg; accessed on October 4, 2009).

considerably reduced.

The 1,500 km long East-West Corridor does not pass through China. It links four
countries, Myanmar, Thailand, Laos and Vietnam. The corridor terminates at Vietnam’s
Danang port, which will be its gateway to the Pacific.

The second most important link from China into Southeast Asia is the Singapore-
Kunming Railway. It is the flagship project of the ASEAN-Mekong Basin Development
Cooperation (AMBDC) initiative. Once operational, this regional railway line spanning
some 5,000 km (3,000 miles) from Singapore to the Chinese city of Kunming, would
be a very efficient and cost effective cargo transportation option.**

There are essentially two routes from Kunming to Singapore. The first starts from

Kunming and passes through Myanmar, Thailand and Malaysia, before reaching
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Singapore. The second goes from Kunming to Vietnam. After touching Ho Chi Minh
City, this route enters Cambodia and goes on to Bangkok.

All these initiatives require standardisation of transport infrastructure and customs
related norms. In this respect, the railway tracks from Nanning (the capital of Guangxi
province) to Hanoi have already been made uniform. China has made efforts to
operationalise a “single-window inspection” and “single-stop custom inspection” at the
Hekou (China)-Lao Cai (Vietnam) border-crossing point.

Maritime and Port Infrastructure

China appears to endorse the view of a notable historian that
“to be within reach of a port is to be within reach of the world”.>

China today is the world’s fourth most important maritime state in terms of the size
of its merchant fleet and its 6.77 per cent share of total world tonnage (United
Nations Conference on Trade and Development (UNCTAD), Review of Maritime
Transport, 2005). Major Chinese ports have grown massively in recent years and have
come to occupy a prominent place in the list of the world’s top 20 terminals, displacing
ports like Kobe and Yokohama.?

China is assisting Southeast Asian countries to improve their port infrastructure.
Chinese ports are also collaborating with foreign port management companies. For
instance, the port of Dalian has entered into a strategic partnership with APM Terminals,
Cosco Pacific and the Port of Singapore Authority to develop the port in order to serve
the northern regions of China.’” The ASEAN and China appear to have established
several mechanisms for the development of maritime infrastructure. The ASEAN-
China Cooperation Fund has been set up to promote human resource development,
personnel training as well as technical and information exchanges in port construction
and management.’® Dialogue and knowledge exchanges are taking place in the areas of
maritime safety, security and environmental protection. China is also preparing a
strategic port cooperation development plan with ASEAN. The Southeast Asian countries
have welcomed China’s initiative to set up an ASEAN-China Port Services Network
for information and knowledge sharing in the port sector. China is also cooperating
with some Southeast Asian countries, including Vietnam, Laos, Thailand and Myanmar,

MARITIME AFFAIRS Vol. 6 No. 1 Summer 2010
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for the improvement of navigation channel on the Lancang-Mekong River. One success
story is the completion of the Navigation Channel Improvement Project on the Upper
Mekong River. China is also looking into the Inland Waterway Improvement Project
involving Cambodia, Laos, Myanmar and Vietnam.

Benefits and Challenges of the Connectivity Initiative

China and Southeast Asian countries recognise that an integrated transport network for
smooth and speedy movement of goods and people is a vital supporting infrastructure
for the success of CAFTA.?* The Chinese economy too would benefit as the routes
through Indochina provide the shortest access to the sea. Such a network would also
enhance prospects for tourism, which is a major source of earning in the region. The
revitalisation of underdeveloped local economies such as land-locked Laos and Yunnan
province of China would be an additional benefit.*’ The relatively underdeveloped
regions of Indochina are large potential markets for Chinese-made produce. China
could also choose to relocate its labour-intensive industries in Guangdong to new
manufacturing bases in Indochina. This would revitalise the poorer Southeast Asian
countries.

The transport links would also boost cultural ties in the region. It would also help
the large ethnic Chinese communities in Myanmar, Thailand, Malaysia, the Philippines,
and Indonesia. In Myanmar, for instance, the Chinese community has grown to over
two million out of a total population of approximately 50 million. In Mandalay, 20
per cent of the population and half the population of Lashio are thought to be ethnic
Chinese from Yunnan.*! The fresh immigrants to the region are thought to have closer
ties to China than earlier waves.*2

However, it is important to note that these initiatives are not devoid of hurdles.
Lack of funds is a major concern. For example, the Singapore-Kunming Railway Link,
estimated to cost US$ 15 billion, has been hindered due to financial constraints. The
Asian Development Bank (ADB) and the Organisation of Petroleum Exporting
Countries (OPEC) have provided financial aid for various projects, but this has often
proved inadequate.

Political instability and economic uncertainty in some countries of the region have
occasionally derailed ongoing infrastructural projects. The Myanmarese regime is a case
in point. In Pradip Phanjoubam’s opinion
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“Myanmar’s junta is wary of too much openness and is unlikely to welcome the

rail projects with open arms”.*>

China Scoring Better than India

India’s success in cross-border connectivity is modest as compared to China, since it
appears to lack the drive that China has shown while dealing with neighbouring
countries. Indian policy makers have been somewhat tardy in launching cross-border
connectivity projects and suffer from indecisiveness and sluggishness while prioritising
and implementing sanctioned projects. Moreover, compared to India the border areas
in China are relatively stable, except for Tibet and the Xinjiang province. India’s
Northeast states, in contrast, are insurgency-infested. Despite India’s desire for opening
a trade and transit corridor from its Northeast to Southeast Asia through the land
borders of Myanmar, violence by secessionist elements has impeded these initiatives. 44

While China has been fairly successful in implementing a series of transport projects
in Southeast Asia, India lacks a holistic policy on infrastructure linkage with the
ASEAN. The latter seems to be holding back owing to insecurity regarding its borders.
The border areas are deliberately being kept underdeveloped as they are considered to
be war-zones. For instance, recently, India decided not to go forward with plans to
rebuild the Stilwell Road connecting the state of Assam with Yunnan in China.*> The

former Indian Foreign Secretary Shyam Saran has noted

“border areas were, and in many cases still continue, to be looked upon as ‘outposts’
or worse, “buffer zones” in the colonial tradition, which are best left under-
developed, with heavily restricted access. If some roads or highways are built these
generally follow an alignment suited to narrowly conceived defence interests,
rarely taking into account the interests of resident communities, whose sense of

alienation from the national mainstream begin to assume disturbing proportions” 4

Indian policy-makers, despite their grand plans on cross-border connectivity, do not
seem committed to turn the “impermeable wall” to ‘well-connected’ borders.*”

Conclusion

Even pessimists will admit that China today is an exporter of goodwill and consumer
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durables instead of revolution and weapons.*” China considers Southeast Asia to be
within its legitimate sphere of influence. As a resul, it has steadfastly taken the cross-
border infrastructure drive, which allows access to regional energy resources and raw
materials, protect maritime trade routes across the region, and develop wide-ranging
relations in the ASEAN for economic and political ends. Similarly, CAFTA will
enhance demand for Chinese goods and Renminbi in the partner markets. The less
developed countries in the ASEAN as a whole stand to benefit from the process of
integration with China. However, for India and rest of the world, deeper Chinese

presence in Southeast Asia also raises the apprehension of Chinese “Latin Americanisation

of Southeast Asia” or worst, Finlandisation of the region in the long term. 48

Notes

1. Deripheral neighbourhood is significant for China, as all the conflicts that it had to face
since 1949 occurred in the neighbourhood. In order to maintain internal stability and
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Notably, China’s periphery covers half of Asia, as land borders are shared with 15
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4. Why non-military means are achieving greater strategic end than the hardcore traditional
means? To this question, Steve Chan (2005) explains that it is difficult to imagine nowadays
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depletable resources, and the maintenance of a large standing army as a way to achieve
national power and prestige. Therefore, non-military areas are receiving precedence.
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Southeast Asian Response to the Threat of Terrorism”, ISEAS, Singapore. www.iseas.edu.sg/
92002.pdf (accessed on September 12, 2009).
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2006), www.strategicstudiesinstitute.army.mil/Pubs/display.cfm?pubid=735 (accessed on
October 5, 2009), p. 15.

8. Janes Fighting Ships 2006-07.

China is pursuing the military aid diplomacy for a long period. In the periphery, Nepal
and North Korea are the two countries generously receiving Chinese benevolence. This
policy is in tune with the extending strategic leverage against its formidable opponents,
India in Nepal’s case and US and her allies in Asia Pacific.

10. ASEAN defence officials are involved in ASEAN’s security dialogue through their
participation in the annual ASEAN Special Senior Officials Meeting (ASEAN Special
SOM) as a Working Group on Security Cooperation since 1996. The ASEAN Special
SOM serves as a joint forum between senior foreign and defence officials. At ARE
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