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A Geo-psychological Approach to Understanding the North 
Korean Nuclear Conundrum                         

B.M. Jain 

Abstract 

North Korea’s heightened recalcitrance and defiance around its nuclear and 
missiles program has turned the world-wide media spotlight on the Korean 
peninsula. Under the leadership of Kim Jong-Un, one of “the world’s most 
feared dictators”, Pyongyang has sent tremors to the nebulous global and 
regional security architecture. More so, however, a new brand of nuclear 
jingoism appears to have surfaced following Kim’s continual threat to hit the 
US military base in Guam as well as to wipe out South Korea and Japan from 
the world’s geographical map. Against this backdrop, the paper addresses 
those core factors that have calcified the intransigent attitude of the North 
Korean leadership: provocative measures such as imposition of stringent 
sanctions, the failure of the Six-Party dialogue on resolving the nuclear 
tangle, and lackadaisical attitude of China and Russia over North Korean 
“destabilizing pattern of  behaviour.” The article’s motivation is to 
forensically examine as to how far Kim’s “heuristic leadership model” is 
responsible for the persisting nuclear threat on a gargantuan scale to the 
region’s security and stability. It concludes that given Kim’s “active-
independent orientation” in foreign policy affairs, his political psychology is 
attuned to having a dialogue with the United States from the position of 
strength, which, in his perception, will protect the country’s national honour 
and also ensure his personal victory without compromising the country’s 
national interests. 

Keywords: nuclear jingoism, political psychology, six-party dialogue, 
strategic leverage, nuclear standoff. 

Introduction 

The historic maiden summit between President Donald Trump and North 
Korean supremo Kim Jong- Un at Singapore’s Sentosa Island on June 12, 
2018 heralded a new ray of hope for peace and stability on the Korean 
Peninsula. The summit’s importance can be gauged from the fact that since the 
ceasefire agreement signed in 1953 between the two Koreas, American and 
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North Korean leaders had neither spoken on phone nor had met each other. 
Trump dubbed this summit meeting as a “great day” and as “one of the 
greatest moment” in the “history of the world.” He said, “Today[June 12] is 
the beginning of an arduous process... Kim Jong-Un has the chance to seize 
a better future for his country. Anyone can make war, but only the most 
courageous can make peace... We are prepared for the new history. We are 
ready to write new articles. The past does not have to define the future.” 
Both the leaders signed a “comprehensive document” on a complete 
denuclearization of the Korean Peninsula, raising a new hope and optimism in 
Washington and Pyongyang about resolving the nuclear standoff forever. But 
it sent chills to the international community when the second summit held 
between Trump and Kim at Hanoi in Vietnam in February 2019 resulted in a 
fiasco. Its failure was mainly attributed to diametrically opposed positions 
held by both the leaders. For instance, Kim wanted lifting of all sanctions on 
North Korea in exchange for destroying all nuclear facilities only at the 
Yongbyon complex, whereas Trump wanted complete nuclearization of the 
Korean Peninsula.  

After the failure of the Hanoi summit talks, North Korea resumed 
“short-range ballistic missile tests” in May 2019. Some political analysts are 
of the view that the failure of the summit dialogue is rooted in misperception 
and mutual mistrust on both the sides. Jervis and Hooper comment in this 
context, “The problems of perception and misperception afflict all 
policymakers that deal with foreign adversaries. But when it comes to 
relations between Washington and Pyongyang, those problems are especially 
profound, and the consequences of a miscalculation are uniquely grave.” 1  

Against this backdrop, the article illuminates and diagnoses as to what 
is wrong with the duo— Trump and Kim— that stymied the peace dialogue. A 
case study of nuclear tangle in the peninsula has been taken up to better 
understand the psychic forces that have prompted the Pyongyang’s 
authoritarian leadership to develop nuclear arsenal even though the country 
has been wading through the worst economic crisis in food, oil and energy 
sectors. In this context, North Korean geopsychology, specifically in the 
context of Kim Jong-Un, provides the missing link. Briefly, geopsychology is 
a geography-embedded prism of a people’s attitudinal and  behavioural 
patterns toward others, rooted in past experiences, historical processes, 
cultural constructs and societal structures. Accordingly, this article examines 
the impact of North Korean nationalism and Kim’s geopsychological 
perspective on peace, security and stability in Northeast Asia. For this, a host 
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of intermeshing factors have been taken into account, which have contributed 
to deepening the nuclear crisis, from the geo-psychological perspective. These 
variables include: provocative measures such as imposing stringent sanctions 
by the UN Security Council and the United States on North Korea, failure of 
the Six-Party dialogue on resolving the nuclear tangle in the peninsula, and 
lackadaisical attitude of China and Russia over North Korean “destabilizing 
pattern of behaviour.”2  At the outset, an introductory note on the North 
Korean nuclear situation has been provided below. 

The North Korean peninsula has turned out to be a flashpoint of 
conflict in the wake of North Korea’s series of nuclear tests carried out in 
2006, 2009, 2013 and 2017, apart from launching medium-range ballistic 
missiles and long-range rockets as part of its power projection strategy. It may 
be recalled that after its withdrawal from Nuclear Non-Proliferation Treaty 
(NPT) in 2003, North Korea had repeatedly given moral assurance to the 
world community that it would freeze its nuclear weapons-building program in 
exchange for the US guarantee to its national security and economic aid to bail 
out its “floundering economy.” 

In this context, the Six-Party Talks to denuclearize Korean Peninsula 
commenced in 2003, involving North Korea, South Korea, Japan, China, 
Russia, and the United States. But the propitious beginning was watered down 
when North Korea detonated its first nuclear device in October 2006. In 
response, the U.N. Security Council passed Resolution 1718, prohibiting 
member nations from transferring dual-use technology and military hardware 
to North Korea. However, the international community received a massive 
setback when the Pyongyang regime conducted a flurry of tests, crossing the 
nuclear threshold. As such, the Security Council adopted a series of 
resolutions against North Korea, including Resolution 1874 (2009) that 
slapped tighter trade and financial sanctions, but to no avail. 

As back as November 20, 2013, South Korea’s former Defence 
Minister Kim Kwan-jin stated that North Korea was capable of building a 
nuclear weapon and aimed to “become a 'nuclear weapon state' 
to…consolidate power domestically."3 He conceded that Seoul was Seoul was 
“keeping a close eye on the full-scale operation”4 of North Korea's reactivated 
5-megawatt reactor at the Yongbyon complex. It may be recalled that South 
Korea and Japan registered the strongest protest over Pyongyang's launch of 
Rodong missiles in March 2014, complaining that it was an open violation of 
UN Security Council resolutions. Nevertheless, the security environment in 
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the Korean peninsula became more alarming and complicated. In this scenario, 
China apprehended that if North Korea collapsed for internal or external 
reasons, it might trigger a massive influx of refugees into its territory. 5 North 
Korea’s nuclear threat, though may be a sheer rhetoric, it certainly disturbs 
peace and stability in the peninsula. In case there is a collapse of North 
Korea6, it will be more hazardous than its nuclear threat to its neighbours.7 
Nevertheless, the international community has not lost the hope. It is seriously 
engaged in working out a roadmap to resolve the protracted nuclear tangle in 
the peninsula.  

Geopsychology Theory 

German scholar Willy Hellpach advanced the term “geopsyche” in his 
groundbreaking work.8 Trained essentially as a physician and environmental 
psychologist, he spelt out the effects of natural objects like earth, the moon, 
and the sun on humans and the social environment. However, he did not treat 
geopsychology in a comprehensive and scientific manner. Nor did he ever 
intend to apply it to international relations. Similarly, Ronald W. Scholtz, a 
mathematician and psychologist, explored how human perception is 
influenced by environmental conditions. Scholtz and Hellpach studied 
“colours and shape of landscapes” that affect human behaviour, whereas in 
international politics human actions transcend national boundaries and fall in 
political, economic, cultural and social domains. In this context, 
geopsychology is constitutive of a mental state and behavioural patterns of 
ruling leaders and authoritarian regimes, including masses, of a specific region 
or the nation. 

 In other words, geopsychology carries an imprint of their shared 
perceptions, prejudices, nationalism, religion, ethnicity, and historical 
experiences. Broadly speaking, geopsychology reflects the social and cultural 
environment in a given geographical region. In other words, there is 
interconnectedness between environments and the mass psyche. Moreover, the 
perceptive frame of each society differs from region to region, or country to 
country, depending on societal structures and cultural upbringing of the 
masses and ruling or non-state actors who internalize “the norms and value 
orientations” held by the community or local group living in a “socializing 
environment” 9 

In terms of significance, geopsychology is a policy compass or a 
lighthouse in the voyages of foreign policy. It sets out to filling the 
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“knowledge gap” in the Western-dominated mainstream international relations 
(IR) theories that have largely neglected the role of historical experiences, 
societal and cultural values, and belief systems of Asian societies and regional 
actors in shaping their foreign policy behaviour. This is particularly true of 
South Asia, the Middle East, and Northeast Asia. In fact, geopsychology has 
remained an “estranged sibling” as a branch of IR, which in no terms is devoid 
of psychology per se. In this context, Joshua Kertzer and Dustin Tingley of 
Harvard University spot a significant transformation of political psychology 
(PS) in IR. They have identified the key research areas of growth in PS — “the 
surge of interest in emotions and hot cognition, the rise of more 
psychologically informed theories of public opinion in IR, a nascent research 
program [effects of IR on individuals] [dubbed as] ‘the first image reversed’, 
and neurobiological and evolutionary work.”10 However, political psychology 
is inadequate to diagnose the complexity of geopsychology of state and non-
state actors.  

IR theorists are deeply divided over the validity and reliability of IR 
paradigms. Perhaps, they have been unable to offer concise, clear and 
convincing explanations as to why the policy behaviour of national and 
international elites cannot be studied scientifically. For instance, Kenneth 
Waltz argues that states are not only concerned with preserving their share of 
power but also with expanding and consolidating it with an intent to replace 
the existing power structure, whether dominated by a single or multiple 
powers. However, “many critics argue that the structural realism failed to 
understand the weaknesses of the bipolar system and could not adequately 
explain the changes in the international system.”11 Realism assumes that states 
“think and act in terms of interest defined as power.” It is a general statement 
on the psychology of states. Geopsychology assigns primacy to national and 
regional peculiarities. For instance, Ki-Jung Kim and Yongho Kim argue that 
security in the Korean peninsula is not dependent on realist and liberalist 
approaches because the Western theories pay “little attention to characteristics 
specific to the region.”12 This reinforces the importance of geopsychology of 
the people belonging to a specific region with local characteristics. For 
instance, geopsychology does not deny that states act to enhance power but 
affirms that their psychologies dictate the extent and approach of their power 
pursuit. The geopsychology theory (GT) aims to study, explain and analyze 
the behaviour of non-state and authoritarian state actors who are capable of 
exerting influence on the global and regional order.  
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The GT is a set of myriad correlates such as geography, history, 
nationalism, cultural values, religious orientation, faith and belief systems that 
shape perceptions, outlook, and approaches of ruling leaders and non-state 
actors toward global and regional politics. For instance, historical narratives 
are an emerging instrument of a “social memory” which helps understand the 
psyche of national elites or authoritarian regimes, in particular. Pertinently, 
psycho-cultural perceptions, formed in the process of nation-state building, 
tend to influence the psyche of people living within national boundaries. It is 
important to note that not only are people’s cultural affinities channelized into 
generating mass hysteria but also wars are idealized, hostilities are 
institutionalized, and ethno-religious conflicts are legitimized. This is how 
metaphysical concerns of culture are gradually transformed into “modern 
hate”, and historical rivalry is projected as a political necessity to 
outmanoeuvre the opponent.  

Relevance of Geopsychology Theory  

Geopsychology has remained a neglected field in international relations (IR). 
Partly, it was attributed to the primacy of geopolitics during the Cold War era 
when IR theorists were more interested in studying alliances because of the 
latter’s influence on the balance of power. They emphasized on the “structural 
conditions within which states act rather than the characteristics of individual 
countries-- their domestic political institutions, for example.”13 Probably, they 
were too preoccupied with research on militarized inter-state disputes to 
ponder over the efficacy of geopsychology as a mode of crisis management at 
global and regional levels. Moreover, Western scholars were more attentive to 
studying the UN and Bretton Woods institutions that primarily served the 
hegemon’s military and security interest in power maximization rather than 
supporting a moral state14 in the bipolar politics.  

It was by accident that the IR discipline underwent a radical 
transformation with the tragic occurrence of 9/11. IR scholars, engaged in 
ideological, military and security studies, have now onerous responsibility to 
comprehend the new typology of threats stemming from violent non-state and 
authoritarian actors who can potentially impact the trajectory of global and 
regional security architecture in today’s interdependent world order. Henry 
Kissinger, who belong to the realist school of thought, agrees that the 
traditional concept of balance of power can no longer define “perils” or 
“possibilities.”15 In his perception, old international patterns are crumbling and 
old solutions are no longer feasible due to the impact of technology and 
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communication, making people aware of what is happening in the world. 
Given this, GT is an attempt to bridge the existing knowledge gaps in IR 
theories by illuminating distinctive characteristics of a region in terms of 
geography, history, ethnicity, religion, culture (“culturally particular and 
exclusive”), and worldviews of its national elites and individual actors. It 
potently analyzes the fundamental causes of conflicts, violence and wars in the 
current world order as well as acts as a guidepost to mitigating the intensity of 
interacting myriad conflicts. Its relevance can be briefly spelt out as follows. 

First, mainstream IR paradigms such as realism, neorealism, 
neoliberalism, and constructivism have been unable to offer plausible reasons 
about the root causes of non-traditional security threats such as separatist 
movements, civil wars, religious radicalism and ethno-religious conflicts 
across the world. On the contrary, GT aids understanding how the determining 
forces of nationalism, culture, and historical grievances shape policy 
approaches and strategies of authoritarian regimes while dealing with the so-
called superpower hegemony in light of the fact that the days of hegemony are 
over in an interdependent world order. 

Second, GT is useful in understanding foreign policy and diplomatic  
behaviour of authoritarian regimes, such as those in China and North Korea, 
given the infeasibility of the rational choice model in their decision making 
processes. Third, structural realism, neo-liberalism and constructivism have 
been unable to diagnose and elaborate on how the  behaviour of violent non-
state actors at times is more threatening and more challenging than that of 
state actors.  

Insecurity Syndrome 

East Asia is faced with a myriad of security challenges at global and regional 
levels. The United States and China are competing for power and influence in 
the region. On the one hand, the United States has given assurances to it 
security allies- Japan and South Korea- that it would not allow China to 
“become the regional hegemon or to supplant the United States as the region’s 
preeminent actor.”16On the other hand, both are trying to accommodate each 
other in order to avoid a direct confrontation. At the global level, the US 
withdrawal from the 1972 Anti-Ballistic Missile (ABM) Treaty prodded 
Russia and China to give a call for a “strict compliance” with the ABM. While 
setting aside the Moscow-Beijing call, America went ahead with developing 
Theatre Missile Defence system in the region, primarily aimed at safeguarding 
security and territorial integrity of its allies in North East Asia. However, 
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North Korea’s increasingly threatening postures, in the U.S. perception, not 
only constitutes a potential threat to the regional security but also to global 
nuclear disarmament efforts. This is likely to alter “security dynamics in East 
Asia. As noted by Revere that “as regional threat perceptions evolve, and as 
the region’s political, diplomatic, and security dynamics shift”17, there is an 
increasing concern about easing the grave security situation in the region. 

 In American perception, North Korea’s nuclear program not only 
poses a direct challenge to security of the East Asian region but also to global 
nuclear disarmament efforts. It may be recalled that Russia and China had 
opposed the idea of revising the ABM Treaty, evident from their joint press 
communiqué issued in December 1999 during President Putin’s visit to 
Beijing. Further, in July 2000, the “Shanghai Five”, consisting of Russia, 
China, Kazakhstan, Kyrgyzstan, and Tajikistan, issued a joint communiqué, 
calling for a “strict compliance” with the ABM. In that scenario, strategic 
differences between the United States, Russia, and China had erupted sharply. 
At the regional level, the TMD deployment provoked an offensive and 
defensive arms race in Asia.  

 At the domestic level, security cooperation between the United States 
and Japan on deployment of the TMD not only compounded the hitherto 
security tension in the Korean peninsula but also adversely affected the 
process of the inter-Korean peace dialogue. In view of divergent perceptions at 
the leadership level, North Korea and South Korea have not been able to 
address the gargantuan challenge of defusing the nuclear tension. This is 
rooted in their historic hostility dating back to 1950s. Moreover, the differing 
belief systems and images of the leadership pertaining to threat perceptions in 
both countries have further fuelled the nuclear crisis. 

Ethno-nationalism 

Ethno-nationalism in North Korea is a potent binding force with the populace 
believing that “the Korean nation is the greatest nation in the world.”18 
Essentially, it means that “ethnicracial identity” precedes ideology in 
Communist North Korea. In this context, David West explains that “North 
Korean group narcissism is, however, a form of chauvinistic, clannish, and 
xenophobic race-thinking, fearful of the strange and foreign. The narcissistic 
pathology is not something that emerges from psychology alone, but has a 
basis in economic, social, and political conditions.”19 Politically, North 
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Korean nationalism is rooted in the anti-Japanese imperialism which got 
calcified with the passage of time.20 

Especially after the collapse of the Soviet Union and dismantling of 
East European states, food and oil shortage and international sanctions have 
“given the North Korean regime even more need to rely on pathological group 
narcissism”21 that further fuelled the “cult of nation and destiny (minjok kwa 
unmyŏng)”. Also, David-West of Aichi Perfectural University, Japan, aptly 
explains, “The North Korean regime, in its self-interest, mobilizes cults that 
intersect with pathological phenomena (nationalism, incestuous fixation, and 
group narcissism) that are historically and socioeconomically conditioned. 
Here, the trauma of colonialism, the Korean War(1950-53), the collapse of 
the Soviet Union, and US-led economic sanctions are significant factors.”22 
Therefore, geopsychological interoperations of the North Korean regime and 
its society needs to be analyzed in the backdrop of its “father-centered 
patricentric society” for the purpose of better diagnosing policies of the 
authoritarian regime in North Korea. David-West further notes, 

North Korean ideology and nationalism, exemplified in the Juche 
(independent stand or spirit of self-reliance) and Songun (military-first) 
ideologies, exhibit this pathological nationalism in the ideas that the 
society is a family, the leader is the father, the party is the mother, and 
the people are filial sons and daughters---- North Korea is a highly 
gendered, male-dominated, patriarchal society centered on the image 
and authority of the father….Kim Jong Un’s inheritance of paternal 
authority in the national-Stalinist leader cult is, to be sure, documented 
in the North Korean state press.23 By creating the “emotional 
attachment to the state”24among the Korean people, the current 
leadership under Kim has been exploiting the mass psychology against 
alien occupants, plunderers and exploiters in the Korean peninsula.  

The Anti-US Psychology 

The bitterest past experience of North Korea during the 1950-53 Korean War 
shows how the Pyongyang regime’s anti-US psychology grew ever deeper 
since then. David West observes, “Bearing in mind the historical trauma in 
North Korean social psychology, one should underline the fact that US aerial 
bombardment during the Korean War – which targeted civilian population 
centres – was so massive and destructive that ‘North Korea had been virtually 
destroyed as an industrial society’, losing 12 to 15 percent of its population.”25 
In brief, the North Korean political regime and its people have not yet 
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forgotten the US military offensive of the 1950s against their country, which 
led to intensifying North Korean “group narcissism.”  

In this context Robert A. Koehler reminds as to why North Koreans’ hatred for 
the United States is still ingrained into their psyche. He writes, “North Korea 
was carpet-bombed to the edge of existence.”He further says that Dean Rusk, 
a supporter of the war and later secretary of state, said the United States 
bombed ‘everything that moved in North Korea, every brick standing on top 
of another.’ After running low on urban targets, U.S. bombers destroyed 
hydroelectric and irrigation dams in the later stages of the war, flooding 
farmland and destroying crops… Specifically, the U.S. dropped 635,000 tons 
of explosives on North Korea, including 32,557 tons of napalm, an incendiary 
liquid that can clear forested areas and cause devastating burns to human 
skin.”26 

Not surprisingly, the anti-US sentiment has not yet vanished even in 
today’s world of interdependence; rather it got deeply sharpened when 
President George W. Bush, under his “axis of evil” doctrine, described North 
Korea as one of “rogue states”. During his visit to Seoul in February 2002, 
Bush criticized DPRK for lack of “food and freedom” which provoked Kim 
Jong-il to describe Bush as “a typical rogue and a kingpin of terrorism.”27 The 
DPRK rejected Bush’s call for talks and described him as a “politically 
backward child” bent on using arms and money to change North Korea’s 
political system.28  

In realpolitik terms, the widening psychological chasm between 
America and North Korea is grounded in their mutual mistrust29 well as in 
Pyongyang’s perception that the US wanted to disarm it by using dialogue as a 
“leverage of pressure.” The point I wish to underscore is that North Korea’s 
geo-psychological perception of America, as its sworn enemy, is antithetical to 
peace and stability on the peninsula. As Robert Jervis and Mira Rapp-Hooper 
comment, “Pyongyang’s perception of U.S. credibility will determine the 
success or failure of any U.S. strategy. Whether the Trump administration 
is relying on diplomacy, pressure, deterrence, or force, it and North Korean 
leaders will interpret the same actions differently, and neither will fully 
understand the other’s view. Misperception afflicts all policy options, with 
different risks in each case…Each side views the other’s behaviour in a 
different light. The United States sees North Korea as an insincere actor that 
has reneged on countless commitments in the past, whereas North Korea sees 
the United States as intent on threatening its existence.” This statement aptly 



B.M. Jain: A Geo-psychological Approach      11 

sums up how geopsychology is crucial to the understanding of gaps in 
perceptions and belief systems of each state actor. 

Indeed, in view of acrimonious experiences of the North Korean 
society, and the US administration’s long-persisting hard-line approach 
towards the North Korean regime, the United States is gripped by a grave 
dilemma as to how to end military confrontation on the Korean peninsula. On 
the one hand, it lacks a credible strategy to persuade or pressurize North Korea 
to freeze its nuclear program. On the other hand, America is ambivalent about 
providing a blanket security guarantee to its key allies , South Korea and 
Japan, against North Korea’s potentially impending threat to their national 
security. More problematic for the United States is either its failure or blatant 
neglect of North Korea’s geo-psychology of an open defiance of the world 
community’s appeal for scrapping its nuclear program. North Korea’s 
psychology of obstinacy is rooted in its ideology, its national pride, and its 
national resolve. That is why, even in the face of asymmetric military and 
offensive capabilities between the United States and North Korea, the latter’s 
morale and resolve has not weakened. Rather, the Pyongyang regime is 
psychologically emboldened to bypass the U.N. resolutions.  

At the same time, North Korea feels humbled down by the United 
States in psychological terms. As mentioned before, former US president 
George W. Bush had nicknamed North Korea as one of the “rogue states.” 
More importantly, Pyongyang’s sensitivities were bruised when US 
administrations directly linked peace dialogue with fulfilling pre-conditions by 
North Korea, which the latter outright rejected. Rather, the Pyongyang 
regime’s demand had been that North Korea should be treated on an equal 
footing by the United States. The fact is that the more the United States 
threatens to use hard power against North Korea, the more intransigent the 
latter becomes.  

Be that as it may, a major challenge facing the United States is how to 
eliminate North Korea’s nuclear program once and for all. The United States 
has been applying the stick- and carrot policy against North Korea, and its 
policy of engaging North Korea paid off some dividends. The inter-Korean 
dialogue, for example, was resumed at the summit level after a lapse of more 
than four decades. It also raised a glimmer of hope when North Korea 
announced renouncing its nuclear program through reconciliation and peaceful 
dialogue. But, unfortunately, the US’s development of the TMD program, in 
collaboration with Japan, dealt a serious blow to the bilateral and multilateral 
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security talks. Also, China apprehends that this program is intended to be 
deployed against it under the pretext of ensuring the security of Japan and 
South Korea. In its strategic assessment, this would rather mute its nuclear 
deterrent capability. In light of this scenario, China wants America to enter 
into a no-first use of nuclear weapons agreement. But such a possibility is 
scarcely visible in the near future. 

It might be recalled that the US President Obama disapproved of a 
belligerent policy and rather advocated a dialogue with the Pyongyang regime. 
The new leadership in North Korea has also sent out clear signals to America 
that it is prepared to have a peaceful negotiation with the US administration to 
end the nuclear stalemate in a congenial and friendly environment. For 
instance, North Korea's ambassador to the UK Hyun Hak-bong has urged 
South Korea to cancel an upcoming joint military exercise with the US. He 
said, "It is high time for South Korea to cancel or to stop the military 
exercises. And it is advisable for the international community to try hard to 
prevent such a kind of dangerous military exercises."30 He further clarified, “It 
is not helpful for the United States to remain in South Korea. The US makes 
the situation tense all the time by bringing in military equipment and disrupts 
peace on the peninsula by pursuing hostile policies and threatening the DPR 
Korea with nuclear weapons.”31 

Nuclear Program versus Economic Development  

The new leadership in North Korea, led by a young President Kim Un , 
believes that international sanctions against Pyongyang have not deterred his 
country from developing nuclear weapon program ever since conducting the 
first nuclear test in 2006. The North Korean leadership also assumes that it can 
manage the costly nuclear program in sync with its economic development 
programme. Is it not the DPKR’s sheer mirage? According to Scott A. Snyder, 
“the costs of such a policy are staggering compared to the economic benefits 
North Korea might enjoy without nuclear weapons. Comparing the estimated 
costs of the nuclear program to economic growth with the benefits of 
becoming a normal economy integrated with its neighbors reveals the steep 
price of the byungjin policy.... North Korea’s nuclear development will cost 
the regime over $100 billion in trade by 2020."32 He further writes: "Instead, 
the North Korean leadership appears to believe that its nuclear deterrent 
capabilities have provided the political space necessary for the regime to focus 
on economic improvement and even to pursue limited economic reforms. On 
the one hand, international sanctions imposed on North Korea for its nuclear 
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pursuits may deprive North Korea of resources it needs in order to improve its 
economy. On the other hand, North Korea calculates that its current efforts 
will prove to be a pathway by which the country can break out from economic 
sanctions and emerge as a 'powerful socialist state.' North Korea’s ability to 
find this pathway likely depends not on the country’s own efforts, but rather 
on China’s willingness to support North Korean economic reform efforts 
regardless of Pyongyang’s nuclear program."33 

Kim Jong –Un’s personality Traits 

Kim’s militant nationalism can be ascribed to the current nuclear stand-off in 
the peninsula. It is important to bear in mind that the values like chauvinism or 
narrow nationalism is rooted in individuals’ upbringing in socio-cultural 
terms. Social psychologists agree that individuals’ orientation based on their 
personal values and beliefs guide them in making their choices, maybe right or 
wrong, in the domain of foreign and security policies. 

Writing about the personality characteristic of Kim Jong-Un, Aubrey 
Immelman observes, “Framed in terms of heuristic leadership models in 
political psychology, Kim appears to be temperamentally active-positive, with 
an active-independent orientation to foreign affairs and high-dominance 
extraversion as his preferred operating style in the international system.”34 He 
further writes, “…the study of personality in politics offers a window to 
anticipating political outcomes. That is because personality — a person’s 
ingrained  behaviour patterns — partially dictates how an individual will act 
over time across a broad range of situations. In short, accurate personality 
assessment enables political prognosticators to formulate general expectancies 
for leadership  behaviour in a variety of contingencies.”35  

Indeed, for Kim, North Korean nuclear weapons are the bargaining 
chip for his political survival as well as to keep himself in power.36 As such, 
North Korea’s nuclear warning deserves attention. Kissinger writes, “the 
danger of war, after all, resides less in the existence of the weapons of mass 
destruction than in the minds of the men who are in a position to order their 
use.”37 This warning is relevant in the present context of North Korea's 
lingering nuclear threat. No doubt, provocations accelerate the hardening of 
the attitudes of authoritarian regimes, as we witness in the case of North 
Korea. His psychology is attuned to having a dialogue with the United States 
from the position of strength, which, in his perception, will protect the national 
honour, and ensure his personal victory without compromising the country’s 
national interests, especially the regime security. America understands it very 
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well that if Kim’s ego is bruised and his sense of national honour is hurt, he 
may not hesitate undertake any kind of misadventurism against Japan and 
South Korea.  

The Olympic Games: “Charm Offensive” 

At the Winter Olympics held at Pyeongchang, South Korea , in February 2018 
, the latter’s sworn foe North Korea participated in the Olympics. Kim’s 
“bravura performance” reflected from dispatching his sister Kim Yo-jong to 
the winter Olympics. South Korean President Moon Jae-in gave the warm 
welcome, shaking hand with her— a rare gesture of good will towards North 
Korea. The Olympic games opened a new window of opportunity for both the 
countries to rewrite a history. They agreed on the two Korean dialogue, which 
was not approved by the Trump administration. Rather Vice President Pence 
walked out of the ceremony for the two Korea dialogue. Pence missed the 
opportunity to utilize the occasion to defuse tension with North Korea. Not 
only this, Pence did not like to interact with the North Korean delegation. 
Rather his stoic and stiff attitude demonstrated clearly that the administration 
was not in a mood to have any dialogue with North Korean contingent at 
Pyeong Chang. In fact, the Olympics diplomacy paved the way for building a 
bridge between North Korea and South Korea and between the US and North 
Korea. John Kelly while reacting to Pence’s remark that there was no “day 
light “ between US and allies on North Korea” spoke to the CNN on February 
11, 2018(IST 10.30 AM) that Pence’s remark represented a kind of 
“megalomania” on the administration’s part. He further added that North 
Korea was not going to abandon its nuclear program. 

 Pence made it, however, clear that through America was prepared for 
a peaceful talk with North Korea, the “maximum pressure campaign” to 
persuade North Korea to denuclearize, would continue. As reported, “That 
dissonance showed just before their first meeting, when Moon said he wanted 
Olympic engagement to lead to real negotiations while Pence talked only 
about the pressure track”. 38 This clearly shows how deep-seated prejudices of 
the US against North Korea have flared up Pyongyang’s anti-American 
geopsychology. It demonstrates that deep psychological imperatives govern 
the attitude of North Korean supremo Kim Jong Un. The Trump 
administration needs to adopt soft stance to the psychologically bruised North 
Korean regime rather than issuing the threat of “destroying” it. Truly 
speaking, American Vice President Pence did not give diplomacy a chance to 
heal up the wounds of a bellicose North Korea whose political complaint has 
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been that America quite often hurts its national pride. Pressure and 
engagement in the case of North Korea is less likely to work unless the US 
through South Korea makes since efforts to engage North Korea. 

Trump’s Counter Offensive Strategy 

There is a tug of war between President Trump and his North Korean 
counterpart Kim Jong Un. Trump has been chasing him on the wordy warfare. 
He said, “The United States has great strength and patience, but if it is forced 
to defend itself or its allies, we will have no choice but to totally 
destroy North Korea.” In this context Posen has commented, “Although it is 
difficult to tell if Pyongyang takes such threats seriously, Washington’s 
foreign policy elite certainly does, and many fear that war by accident or 
design is now much more likely. The Pentagon has backed up these threats 
with more frequent military manoeuvres, including sending long-range 
strategic bombers on sorties over the Korean Peninsula. At the same time, the 
administration has tried to put economic pressure on North Korea, attempting 
to convince China to cut off the flow of critical materials to the country, 
especially oil.”39 

From the above quote, it is clear that Trump contributed to flaring up 
North Korean leader’s anti-US geopsychology, in addition to dispatching 
aircraft carriers off the Korean Peninsula during his first Asia visit in 
November 2017. Even in the face of American sanctions, Kim Jong-Un was 
least bothered. His firmness and resolute determination speaks of his ingrained 
nationalistic fervour that provides an evidence of the relevance of 
understanding the geopsychology of authoritarian leaders, bent upon taking 
upon any risk. 40 Jung H. Pak writes, “An effective special envoy would be 
able to explore the range of actions that the international community is 
prepared to take if North Korea continues on its current path or if, in the less 
likely scenario, there are credible signs that Pyongyang is willing to have a 
meaningful discussion on relinquishing its nuclear weapons program…At a 
minimum, in any engagement scenario, the envoy would reduce the potential 
for miscommunication and miscalculation that could spiral into a military 
confrontation. This envoy might also be able to puncture the groupthink within 
Kim’s circle and present the North Korea leader with what’s really at stake.”41  

As mentioned earlier, a complete denuclearization by North Korea is 
not possible at this stage when there is a complete mistrust between 
Washington and Pyongyang. In this scenario, normalizing relationship 
between them is a pragmatic and viable alternative. In this regard, The Tokyo 
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Colloquium Report 2018 suggests that “a reframing of threat perceptions so 
that direct engagement with North Korea is somewhat normalized. The 
relationship building initiated at the winter Olympics, for example, needs to be 
continued and deepened. This will only be possible, however, if the United 
States and its allies are willing to mute their antagonistic relationships with the 
North in order to create and respond to opportunities for constructive dialogue. 
If there is a genuine commitment to no regime change, then it is important that 
the US, Japan and the ROK work to generate confidence rather than fear 
between all parties with interests in the region.”42 

Building trust between the United States and North Korea is a major 
psychological challenge. This is rooted in their historic hostility, further 
calcified by accusation and counter accusation on both sides. The cat-dog 
animosity has caused an immeasurable loss to each side. The Colloquium 
report further observes that “North Korea is paranoid because it has been 
labelled a pariah state; George Bush even included it as one of the countries in 
his ‘axis of evil.’ This demonization results in the North Korean regime 
becoming more solitary and ‘hermitic’ with relatively impenetrable borders 
and high levels of internal secrecy. This makes ‘normal’ negotiations 
somewhat problematic.” 43This shows the deeply entrenched geopsychology 
of hostility towards the other.  

In brief, the harsher tone and more bitter political rhetoric of President 
Trump against North Korea are the principal source of escalation in hostility 
between Washington and Pyongyang. Steven E. Miller observes in this respect 
that Trump has more explicitly proclaimed that he will “totally destroy” North 
Korea if war breaks out. Trump, the self-proclaimed dealmaker, has pursued a 
coercive strategy of maximum pressure designed to intimidate rivals into 
backing down and making better deals; sabre-rattling appears to be an integral 
component of the Trump approach, despite concerns that it increases the risk 
of war.”44 

In a situation of uncertainty, a better option is to keep the dialogue with 
North Korea alive. Initially, its response may not be encouraging. But the 
efforts for resuming the six party talks need to be revived to avert any 
unpleasant development. It should also be kept in mind that President Kim 
Jung Un at one point in time had announced that he was prepared to abandon 
the nuclear program in exchange for food guaranteed by the United States. 
The opportunity should not have been missed by the world community, 
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especially the United States given the fact that North Korea is psychologically 
ready to cease its nuclear program if its basic demands were met. 

In fact, the problem has been compounded by the obstinate stance of 
both parties. On the one hand, America insists on a verifiable complete 
dismantlement of North Korea’s nuclear program. On the other hand, North 
Korea demands that America stop all sorts of hostile activities such as 
stationing of its troops on the peninsula and carrying out of joint military 
exercises between US and South Korean troops. How to break this political 
impasse is difficult to answer. But prudence demands that negotiations must 
continue with North Korea. For there is no alternative to peace, peace is the 
only alternative to conflict. Dialogue should no longer be stymied as a crucial 
component of pro-active diplomacy. 

The China Factor  

China played a major role in facilitating the Six Party Talks45 to help diffuse 
the nuclear stalemate. On account of Beijing’s multiple leverages over 
Pyongyang, the United States gave a green signal to Beijing’s role as a 
principal mediator to persuade North Korea to abandon its nuclear weapons 
program. Henry A. Kissinger writes, “The six-power forum produced a 
framework agreement in February 2007 in which North Korea would abandon 
its nuclear weapons program in return for a series of agreed reciprocal steps of 
diplomatic recognition and legitimization…Some progress was made: for 
example, the mothballing of Pyongyang’s plutonium-producing plant in return 
for American political concessions, such as removing North Korea from the 
list designating states supporting terrorism.”46 Despite several rounds of the 
Six Party Talks between 2003 and 2009, they failed to stop North Korea’s 
nuclear momentum. This was due to their conflicting national interests of the 
parties involved, which virtually stifled negotiations to resolve the nuclear 
imbroglio. As a result, North Korea boycotted the talks in April 2009, and 
went ahead with detonating a nuclear device.47Furthermore, North Korea’s 
nuclear shenanigan confirmed that it did not respect any commitment or treaty 
obligations. Rather, a “protracted spat” with the Pyongyang regime further 
hardened its resolve to be more offensive in its tone and action.48 

Given North Korea’s track record of defying international norms, 
China faces more complex problems while dealing with North Korea,49 
although the US administration believes that China enjoys an economic 
leverage over North Korea. But what really worries China is Kim Jong-Un’s 
provocative and irresponsible statements against President Trump, fearing a 
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worst kind of offensive verbal warfare between Kim Jong Un and Trump. At 
the same time, China is unhappy over Trump’s penchant for strengthening and 
stabilizing the US strategic presence in the region. As noted, “China’s path to 
dominance requires an American withdrawal and a message to American allies 
that they cannot count on the United States for protection. But North Korea 
threatens to draw the United States more deeply into the region and complicate 
China’s effort to diminish its influence and persuade countries to live without 
its nuclear umbrella.”50 

There is a widely held perception amidst strategic community that 
China could not persuade North Korea to stay away from reactivating its 
formerly dismantled plutonium-production reactor. It may be recalled that the 
former U.S. special envoy Glyn Davies, during his visit to Beijing in 
November 2013, made absolutely clear that Pyongyang offer “hard core 
proof” of its willingness to dismantle nuclear weapons program permanently. 
Although Chinese leaders asked North Korea to give up its nuclear weapon 
program in the interest of peace and security of the region, the Pyongyang 
regime adopted an adamant stance. The latter issued open threats to deploy 
nuclear weapons against the US and its allies (South Korea and Japan), 
including the UK and Australia. Though there is no potential threat to 
America, North Korea’s obdurate approach might prove disastrous for peace 
and tranquility of the region.  

Given this scenario, Zhang Tuosheng, Director of Research and Senior 
Fellow at the China Foundation for International and Strategic Studies in 
Beijing, argues that China’s policy toward North Korea should keep pace with 
time and should take into account not only China’s national interest but others' 
national interests as well as the well-being of the inhabitants of the Korean 
Peninsula. He writes: 

Facing grim situations on the North Korean nuclear issue and on the 
Peninsula itself, China ‘s policy toward North Korea should be 
adjusted to advance with the times: One, actively engage to resolve the 
North Korean nuclear problem; two effectively grasp or take control of 
the denuclearization process to ensure peace and stability on the 
Korean Peninsula; three resolutely avoid letting 'certain countries' lead 
other countries by the nose and avoid engaging in wrong practices; 
four fully prepare to react to emergencies and unexpected events. By 
sticking to (China’s) national interests and combining with the world’s 
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common long-term interests as well as the interests of the people of the 
Korean Peninsula, China will certainly be invincibly positioned.51  

Tuosheng suggests three prospects for the North Korean nuclear issue: 

1) taking an irreversible path to forever possess nuclear weapons; 2) 
triggering a military conflict and even war; or 3) returning to the path 
of dialogue to resolve the issue. Continued escalation of the nuclear 
crisis situation on the peninsula has serious negative impacts: In the 
near term, an even tenser situation on the peninsula increases the 
possibility of a “misfire” or miscalculation leading to military conflict 
between North Korea and the United States, Japan and South Korea. In 
the mid to long term, if North Korea continues to conduct nuclear tests, 
and even become a de facto nuclear state, then North Korea ‘s military 
confrontation with the United States, Japan and South Korea will be 
even more serious. Peace and stability on the peninsula will only move 
farther away; even though North Korea wants to concentrate on 
economic development, it will be even more impossible to improve the 
people’s livelihood.52 

However, China desires a peaceful and stable North Korea as a buffer state 
along its border “rather than to push for denuclearization at the risk of regime 
collapse. But Chinese–North Korean relations have been deteriorating for 
years, and it is now an open question how much Beijing values its client.53 At 
the same time, China is concerned about Kim Jong-Un’s defying its pragmatic 
counsel for exercising restraint. At the Shanghai seminar held in August 2017, 
China’s strategic experts were questioning North Korea’s value to Beijing as 
“a strategic buffer” against South Korea and Japan. This is because North 
Korea is provoking them to develop their nuclear arsenal, which might further 
create problems for China to help bring peace and stability in the hitherto 
volatile region. “The cost is to continue to alienate Japan, enrage the United 
States and irritate South Korea,” said Zhu Feng, a professor of international 
relations at Nanjing University. “If Japan and South Korea feel forced to go 
for radical options like nuclear weapons, it will badly affect regional 
diplomacy.”54 It may be added that China has four nuclear neighbours: Russia, 
India, Pakistan, North Korea- the largest number in the world. Perlez further 
reports, “The spread of nuclear weapons, [Zhu Feng] added, would thrust 
China into ‘a new Cold War’ in Asia, perhaps with a beefed-up American 
military presence. That would frustrate Beijing’s ambitions for regional 
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supremacy while also leaving it vulnerable to being labeled an enabler of 
nuclear proliferation, tarnishing its international reputation.”55

Conclusions 

From preceding sections, it is clear that North Korean regime is entangled in a 
peculiar psychology of a mix of inferiority-superiority syndrome. It is under a 
delusion that its defiance of the international community’s sanctions has 
emboldened their enigmatic North Korean leader Kim Jong -Un to indulge in a 
spree of nuclear and missile tests. In this apocalyptic situation, collective and 
concerted efforts need to be made, transcending narrow national interests 
while cutting across ideological affinities or proximity. It must also be 
remembered that whichever forces that attempt to scupper the rational and 
reasonable solution to the nuclear standoff in the peninsula , they should be 
given a loud message by the international community that either to cooperate 
or suffer the worst possible consequences, including revoking their UN 
membership.  

The article argues that in view of the “never-to-surrender” 
geopsychology of an ‘eccentric’ and intransient North Korean supremo Kim 
Jong-Un, the Trump administration is required to evolve appropriate strategies 
to deal with the paranoiac authoritarian ruler. The US ratcheting up of 
sanctions against North Korea did not unnerve it. On the contrary, North 
Korea has been an “intractable problem” for so long that US administrations 
could neither muster courage to humble it down by destroying its nuclear 
arsenal nor could force Kim to abandon his seamless pursuit of upgrading 
ICBMs. US administrations’ hard-line approach to North Korea was 
responsible for North Korean intransigence and defiance of American 
insistence on a complete denuclearization in the peninsula. In fact, the US 
stick policy has contributed to producing a “collective sense of anxiety” 
among the North Korean people who perceive the outside threat to their 
country. This has prodded Kim to adopt a tough and an intransigent approach 
to deal with the United States — perceived as its confirmed enemy.56 
Therefore, the question of credibility will be a decisive factor in their future 
relationship. It is somewhat unique that there lacks an institutional mechanism 
to address their respective genuine concerns and intentions in the absence of 
diplomatic relations between Washington and Pyongyang.  

The gap between their perceptions is rooted in their geopsychological 
divergences both in historical and nationalistic perspectives. That is why, both 
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countries interpret each other’s intentions differently. For instance, North 
Korea looks upon nuclear weapons as a guarantee to security and national 
esteem in the background of the United States’ sordid record of invading Iraq, 
Libya and Afghanistan. As such, the Pyongyang regime does not trust the 
United States. On the other hand, the Trump administration will continue to 
perceive North Korea as a “rogue state” and paranoid. In fact, the breadth of 
their perceptional gap renders it difficult to change their respective 
psychological approaches, with “perceptual problems” reigning heavily in the 
US and North Korean policy practices. So, it is important to address mutual 
misperception and mutual distrust through an intensive diplomatic 
engagement.  

Despite a strong anti-American sentiment lingering within North 
Korean society, the Trump administration can derive maximum benefits from 
the shifting dynamics of political environment in the peninsula. It became 
manifest from North Korean team’s participation in the Winter Olympics in 
Pyeongchang in February 2018, in addition to an official invitation to South 
Korean President Moon to visit North Korea for a dialogue. In fact, in my 
numerous writings about the geopsychology of North Korean leaders, I have 
argued that had the US administrations agreed for one-one-one talks with 
North Korea, treating the latter on an equal footing, the nuclear crisis could 
have been resolved much earlier. Trump’s political courage to hold direct 
summit talks with Kim resulted in a historic document, with Kim Jong-Un 
agreeing to a complete denuclearization in the Korean peninsula. This 
validates my thesis how the understanding of geopsychology as a foreign 
policy instrument is indispensable in resolving or managing conflicts. 

My thesis also proves why the North Korean supremo Kim Jong-Un 
was relentlessly engaged in carrying out nuclear tests and deploying 
missiles, threatening Japan, South Korea, including America. He succeeded 
in his psychological approach, forcing the United States to hold direct talks 
with him. Had he not demonstrated the North Korean military capabilities 
to wipe out its neighbours- Japan and South Korea- America would not 
have cared to engage the North Korean dictator. It may be recalled that 
George W. Bush had refused to hold direct talks with North Korea — a 
“pigmy nation” in American perception. That made North Korea more 
obstinate and more determined to carry out nuclear and missile tests even 
though faced with the woeful oil and food scarcity. Indeed, the deeply 
entrenched nationalism, imbued with a strong psychological orientation, 
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toughened North Korea to confront the United States, in disregard of 
advice from China – its mentor, friend and philosopher.  

The article concludes that given Kim’s “active-independent 
orientation” in foreign policy affairs, his political psychology is attuned to 
keeping dialogue with the United States alive from the position of strength 
which, in his perception, will protect the national honour and advance the 
country’s national interests. Towards that end, Supremo Kim Jong-Un is 
psychologically firm and politically determined to confront America — the 
“lonely superpower”— by using China as a psychological shield. 
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statecraft in achieving its foreign policy goals. No exception to its application 
is the South China Sea. This article critically examines China’s geo-economic 
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mellowing their assertions over the South China Sea issue and in guarding 
Beijing’s exclusive claim. The other Southeast Asian claimants figure in 
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strength of China’s geo-economic diplomacy and illustrates the success areas 
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Introduction 

China’s “reemergence” as an influential economic power from the ashes of 
history has shifted “the world economy’s centre of gravity to East Asia.”1 Key 
facts illustrate this. Over the 2005- 2018 period, China’s worldwide 
investments and construction activities amounted to US $ 1.87 trillion, 
marking an uptick from US $548.69 billion and US $1321.9 billion in 2005- 
2011 and 2012- 2018 respectively.2 China no longer enjoys a double-digit 
economic growth rate, which it did in the 2000s, and has rather embraced the 
‘new normal’ approach of sustainable growth. However, it is the world’s 
second largest economy and its gross domestic product (GDP), valued at US $ 
14.17 trillion in 2019, accounts for 16 percent of the global economy. 3 
Moreover, China ranks first in economic relationships and second in economic 
resources (economic size, international leverage, technology, and 
connectivity) in the Asia Power Index, which measures national power of 
countries, including the United States, in the Asia-Pacific region.4 Economic 
relationships measure the “ability to wield influence through economic 
outreach and interdependencies” such as China’s trade and investment 
relations with and development assistance to the Asia-Pacific region. Notably, 

 Faculty of Management, University of British Columbia-Okanagan, BC, Canada 



28 Indian Journal of Asian Affairs- 2019 

East Asia, including Southeast Asia, is considered China-led, following the 
“first wave” of the Japan-centric region, inasmuch as the Chinese economy 
fuels East Asia’s growth engine and because China has emerged as a regional 
‘integrator’ through its global and regional production networks.5  

With its growing economic clout, China is vigorously practicing 
economic statecraft in achieving its foreign policy goals. No exception to its 
application is the South China Sea, a resource-rich region of 3.5 million-
square-kilometer waterway, extending from the Strait of Malacca to the Strait 
of Taiwan.6 The map below shows the expansive nine-dash area,” claimed by 
China, while competing claims have been put forth by Vietnam, Malaysia, the 
Philippines, Brunei, Indonesia, Singapore and Taiwan.  

Source: Burgess et al.,Law of the Sea: A Policy Primer, Tufts University, 2017 

It may be clarified that China has not abjured military means. This is evident 
from its regular deployment of maritime “military militia,”7 militarization of 
the Spratly Islands, as well as such belligerent episodes as the Johnson South 
Reef skirmish with Vietnam in the Spratly Islands in 1988, the 
1995 occupation of the Mischief Reef within the Philippines’s Exclusive 
Economic Zone (EEZ), and the 2012 Scarborough Shoal Standoff with the 
Philippines. Moreover, Beijing has built artificial islands in the Paracel and 
Spratly Island chains, carrying radar facilities and airstrips. 8  Hence, 
the rationale of economic instruments in China’s foreign policy toolkit 
is to complement military measures. It advances national interests 
through a slew of tools, 
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inclusive of trade and investment-driven networks, and turning rivals into 
partners and dependents, thereby blunting their opposition and eliciting 
cooperation on contentious issues.  

In keeping with the above background, this article critically examines 
China’s geo-economic strategy vis-à-vis Vietnam and the Philippines, the 
major contenders, in mellowing their assertions over the South China Sea 
issue and in guarding Beijing’s exclusive claim. The other Southeast Asian 
claimants figure in occasional references in the article. The organization is as 
follows. While the first part discusses the geo-economics theory, the second 
part assesses the strength of China’s geo-economic diplomacy and illustrates 
the success areas and promising moves. The third part identifies the weak 
spots and challenges to geo-economics. The final part concludes. 

The Geo-Economics Theory 

Owing perhaps to sheer ascendancy of economics in the post-Cold War 
international politics, scholars and policy makers have latched on to geo-
economics as a convenient nomenclature. But they hold varied notions of this 
elastic phrase and have failed to differentiate between “geo-economics and 
geopolitics” and explain “the ‘geo’ in geo-economics.”9 In their threadbare 
analysis, therefore, Scholvin and Wigell (2018) condense geo-economics to 
both statecraft and an analytical approach. 10  The first entails the use of 
economic tools in achieving “geo-strategic objectives” or “geopolitical 
results,”11 whereas as an analytical prism, geo-economics has both realist and 
liberal underpinnings.  

From the realist perspective,  Luttwak (1990) reasons that states  have 
“to  act  ‘geo-economically’  simply  because  of  what  they  are:  spatially-
defined  entities structured to outdo each other on the world scene’ that 
employs ‘the logic of war in  the  grammar  of  commerce.”12 Similarly, Gilpin 
opines that “realism today necessarily means neo-mercantilism.”13 In the same 
vein, in the context of rising mercantilism world-wide, resulting in 
subordination of fair international trade to national economic policies, 
Malmgren wrote in Foreign Policy as early as 1970, “Economics [is going to 
be] powerful politics. Neo-mercantilism will be its scourge, driving nations 
into international conflicts, as have ideologies and military imbalances in the 
past.”14 In other words, this viewpoint situates power struggle predominantly 
in the economic domain, with trade wars being its characteristic manifestation. 
The ongoing US-China trade war serves as its prime example, though geo-
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economics will fit in this picture if the tussle is located in a geographically 
significant context. 

From the liberalist perspective, geo-economics involves win-win 
propositions in the age of interdependence, reflecting inter-state cooperation in 
the spirit of shared gains. For instance, under the banner of the Belt and Road 
Initiative (BRI) China has couched its scientific collaborations in this 
framework: whether it be the 16+1 group (Cooperation between China and 
Central and East European Countries), or the China-Pakistan Economic 
Corridor, stated to be both uplifting for China’s western regions and critical 
for Pakistan’s economic development.   

Given that China as an emerging world power employs motley of 
approaches in its foreign policy, its geo-economic policy is not restricted to an 
exclusive frame of realism or liberalism. Its practices reflect two distinct 
though mutually reinforcing layers of geo-economics. First, geo-economics in 
service to geopolitics: as statecraft, it is the exercise of economic diplomacy 
toward rival claimants of the South China Sea in vindicating its exclusive 
claim to the South China Sea. Second, military means in service to geo-
economics: given the salience of the South China Sea for its oil and natural gas 
wealth, China has simultaneously utilized muscular means15 to ward off the 
other claimants. For example, on account of China’s military threats, Vietnam 
suspended oil projects awarded to Repso, a foreign firm, for operations in the 
South China Sea.16 The second layer is the realist geo-economics undergirded 
by zero-sum economic gains. The first layer is actually the geo-economic 
strategy or statecraft, which constitutes the focus of this article.   

Strengths of China’s Geo-Economic Strategy 

China’s prestige as an economic power has had a multiplier effect, including 
among claimants to the South China Sea. With the launch of the mega project, 
the Belt and Road Initiative (BRI), economic relationship with China has 
become all the more alluring even though the controversy over the host 
countries ending up in a “debt trap” has surfaced. Harnessing its economic 
position, China has attempted to “foster asymmetrical economic dependence 
on China…and once that is achieved to shape their foreign policies in ways 
congenial to China’s national interests.”17 The prospect of prosperity is what 
China has stimulated through trade and investments. On the flip side, 
economic coercion is at work to curb the practices inimical to China’s national 
interest.  
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Torrecampo (2019) articulates the long- term implications for the 
South China Sea dispute, “allowing China, through its associates, to 
participate in investments on critical industries and infrastructure hands them a 
clear leverage in any dispute or conflict that may arise between China and the 
Philippines. The economic clout built carefully by Beijing can be used as a 
tool to push the Philippines into submission even before conflict erupts or to 
prevent the latter from countering the former.” 18  Similarly, Tran (2015) 
concludes that Vietnam’s economic dependency on China will make it factor 
in economic considerations more than the “sovereignty concern” in its 
response to China’s threat.19 Be that as it may, it is worth examining what 
China has accomplished so far, and what threats and challenges lie ahead on 
its geo-economic path.  

Economic Incentives and the Philippines’ ‘Appeasement’ Policy 

In July 2016, the Philippines and the United States scored a momentous 
victory in international arbitration that ruled out the legal basis of China’s 
historical rights over the nine-dash line resources. Yet Philippine President 
Rodrigo Roa Duterte was reluctant to antagonize China by enforcing the 
ruling and distanced away from the United States instead. Later, in April 2018, 
under Beijing’s pressure, phrased as “friendly” advice, he revoked his decision 
to unfurl the Philippine flag in the Sea. Interestingly, his regime is equally 
applying the geo-economic approach toward China in order to stave off 
skirmishes and armed conflict in the South China Sea. Hinting at the 
significance of trade and commercial ties with China, therefore, Hermogenes 
Esperon, Duterte’s main security adviser, stated: “ [O]ur relations (with China) 
are not only about the South China Sea or the West Philippine Sea. There are 
many other aspects.”20 

Commenting on the power of purse, Renato De Cruz Castro, a 
professor in the international studies department of De La Salle University, 
Manila, attributes President Duterte’s “appeasement policy” toward China to 
the allure of the BRI. He observes, “Duterte and his economic advisers saw 
how Chinese investments boosted infrastructure development in Myanmar, 
Laos and Cambodia…Duterte was afraid that the Philippines would not be 
able to avail of the BRI’s economic benefits if it challenges China’s 
expansionist agenda in the South China Sea.” 21  Furthermore, at the Boao 
Forum for Asia Annual Convention, held in Hainan on March 26 -29, 
2019, House Speaker Gloria Macapagal-Arroyo glorified the Chinese 
development model: 
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China has given us the lesson that there is just not one path for development. 
Prior to China’s experience, it was thought that the only way to development 
is the Western-Style model of Jeffersonian democracy coupled with a free 
market… But China has shown the world that you can have your own model 
of development using your own historical experience.22 

Moreover, Philippine Foreign Affairs Secretary Teodoro Locsin stated 
that the prospect of a strategic partnership with China was “more attractive 
than the current offer of the U.S. of strategic confusion” and stressed that 
Manila’s defense treaty with the United States did not “preclude” economic 
ties with China. In fact, Locsin expressed concern that the Philippines had 
woefully lagged behind other countries in integrating with the Chinese 
economy. 23 But he added a caveat that Manila would not give up its claim to 
the South China Sea since “surrender is never an option.”24  

In the latest developments in June 2019, tensions ratcheted up over 
China’s sinking of a Philippine fishing boat in the South China Sea. China 
refuted the Philippine claim that it was intentional. It is speculated that if it 
were purposive, it could be the result of China’s reaction to the recent spurt in 
Manila’s bonhomie with Tokyo and the United States or it could be Beijing’s 
strategy to assess the level of Philippines’ reaction and counter-measures. In 
any case, the initial infuriation-coated statements of President Duterte ebbed 
within a month when he “played down” the ramming, saying it was “a 
maritime incident…there was no confrontation…there was no bloody 
violence.”25 

‘Build, Build, Build’ and Other Deals 

In fact, a chronicle of events demonstrates Philippines’s inclination toward 
China. At the invitation of President Duterte, Chinese President Xi Jinping 
paid a state visit to the Philippines in November 2018. According to the Joint 
Statement released on November 21, 2018, “both sides reaffirmed that 
contentious issues are not the sum total of China-Philippines bilateral 
relations” as well as affirming “the importance of the Bilateral Consultation 
Mechanism on the South China Sea and the Maritime Cooperation Joint 
Committee between the two Coast Guards.” 26  The statement was 
supplemented by as many as 29 MoUs and agreements for bilateral 
cooperation on the BRI and in fields of oil and gas development, economic 
and technical cooperation, infrastructure, industrial parks, China Aid Bridge 
and Road Project, and other areas. 27   During his visit, President Xi also 
assured President Duterte with financing the infrastructural program “Build, 
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Build, Build Initiative” which is considered a decisive factor in nudging 
Duterte to toe the China line, for instance, acquiescing in to not raising the 
Philippines flag in the South China Sea. Accordingly, China is a key funder to 
the Philippines’ project of transforming the Clark base, a former American 
military base, into a city.28 Timothy McLaughlin comments in The Atlantic in 
this context, “This redevelopment of a former symbol of American might here 
in Clark by a Chinese developer may be the best example of the shift under 
way in Southeast Asia, as a more assertive Beijing courts traditional American 
allies in a part of the world where Washington’s power long went 
unchallenged.”  

In April 2019, President Duterte visited Beijing to attend the second 
Belt and Road Forum. His business delegation signed as many as 19 business 
deals with Chinese firms amounting to P633 billion ($12.16 billion) mainly in 
“energy, infrastructure, food, telecommunications, tourism, and economic 
zone development”, expecting to “generate over 21,000 jobs29; for example: 
an $800-million contract agreement for the proposed 250MW South Pulangi 
Hydroelectric Power Plant Project; a framework agreement for thermal, hydro, 
and renewable power plants worth at least $1.5 billion; and memoranda of 
understanding related to a petrochemical refinery processing plant complex, 
construction of the Light Rail Transit, construction of infrastructure for 
nationwide Wi-Fi Internet connectivity, and the development of the economic 
zone; and a purchase framework agreement for the supply of $40 million 
worth of pineapples to Beijing.30 It is speculated that the BBB program could 
be another case of the alleged “debt trap” policy of China? This diplomacy 
involves enticing poorer countries with reasonable loans for infrastructure 
development, and extracting concessions or gains “in exchange for debt 
relief.”31The case of Sri Lanka’s handover of the Hambantota Port to China 
because of its inability to repay the debt is a frequently cited instance. 

Coercive Economic Measures 

Indeed, the turnaround in the Philippines’ relations with China is characteristic 
of the Duterte presidency. Beijing’s use of coercive economic tools was 
prominent in Manila’s preceding regime.32 Let us consider, for example, the 
developments following the Philippines-China standoff over the Scarborough 
Shoal, a “cluster of islands” around 220 km off the coast of the Philippines. 
China blacklisted as many as 27 Filipino fruit exporters, imposing in May 
2012 a ban on bananas’ exports from the Philippines for whom China was a 
critical market. Nearly 200,000 people faced the prospect of losing jobs as a 
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result. Moreover, Pilipino Banana Growers and Exporters Association 
(PBGEA) member companies reported that “six to seven million boxes per 
year or 20 to 25 percent of their total production was lost due to suspension 
order…before the suspension order sometime in 2010 to 2012, exports to 
China grew by 20 to 30 percent per annum.”33Though officially, discovery of 
pests in imports was cited as a justification for the quarantine, its timing 
suggested retribution. 34  Scholars like Ba and Storey (2016) dispute its 
connection with the South China Sea dispute by pointing out that 
phytosanitary measures were indeed the concern of the Chinese government. 
However, given that “coercive economic diplomacy” is not new to Chinese 
foreign policy practices35, linkages with the South China Sea issue cannot be 
completely ruled out. 

In addition, it may be recalled that the Chinese government had issued 
in 2012 an “advisory” to its citizens against traveling to the Philippines, which 
was lifted during President Duterte’s visit to China in October 2016 that was 
aimed to mend the ruptured ties over the Sea dispute. Notably, the Philippine 
government has been aggressively harnessing the country’s sterling strength in 
tourism to drive economic growth. According to the Philippine Statistics 
Authority (PSA), in 2017, the tourism sector contributed 12.2 percent to the 
country’s GDP and directly accounted for 13.1 percent of the country’s 
employment. 36  Furthermore, the government’s long-term vision for 
development and prosperity, known as AmBisyon Natin 2040, envisages a 
significant role of tourism and allied services. Notably, China ranks second to 
South Korea as a source of the Philippines-bound tourists: according to the 
Philippine Department of Tourism, “a total of 463,804 Chinese tourists visited 
the Philippines from January to March [2019], or 24.87 percent more than the 
371,429 recorded in the first three months of 2018.”37 Basically, tourism  and 
fruit exports have had been subjected to China’s restrictions as part of its 
coercive38 geo-economic strategy toward the Philippines, though the Duterte 
regime has been offered more of  inducements and incentives for being 
accommodative.  

Trade Dependence 

A predominant share of Vietnam’s exports sustains on the Chinese market, 
while many Vietnamese industries, including textile and footwear exporters, 
rely on imports of Chinese raw materials and equipment for manufacturing.39 
According to the General Statistics Office of Vietnam, the preliminary exports 
and imports in 2017 amounted to US$ 35.46 billion and US$ 52.54 billion 
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respectively, going up from US $ 41.27 billion and US $ 65.44 billion 
respectively. The volume of exports and imports in 2019, January through 
April, was US$ 10.47 billion and US$ 22.77 billion respectively. Given Sino-
Vietnam trade picture, Blackwill and Harris (2016) make the following 
observation, “China’s economic hold over Vietnam is such that Hanoi remains 
more vulnerable than Manila to Chinese coercion: Vietnam is highly 
dependent upon the PRC [People’s Republic of China] for rubber, and major 
Chinese imports are used in the goods Vietnam ultimately exports. Unlike the 
Philippines, Vietnam does not enjoy a mutual defense treaty with the United 
States. Perhaps not coincidentally, China’s claims in the South China Sea are 
particularly aggressive toward Vietnam, threatening 70 percent of Vietnam’s 
exclusive economic zone— not particularly auspicious for a country so reliant 
on fishing as a food source.”40  

Indeed, Vietnam protested China’s annual fishing ban, in force from 
May through August 2019, in the South China Sea on the grounds that it 
violates Hanoi’s sovereignty over the Paracel Islands.41 In fact, this unilateral 
practice of Beijing has been in place since 1999, whose purported aim is to 
protect the ocean ecosystem and biodiversity but which also reinforces 
Beijing’s exclusive jurisdiction over the Sea.  

Picking the Low-Hanging Fruits 

Among the claimants to the South China Sea, Brunei, with a claim only to a 
200-nautical mile exclusive economic zone (EEZ), has been passive and quiet.
It is conjectured that its “silence” is the price for the expected lucrative 
returns. Breaking a gap of 13 years, Chinese President Xi Jinping was the first 
Chinese head of state to pay a state visit to Brunei in November 2018.  Aiming 
to consolidate cordial ties, Xi welcomed expansion of its exports to China and 
affirmed the latter’s willingness to strengthen bilateral cooperation in areas of 
infrastructure, agriculture, fishery and energy. 42  President Xi reiterated 
China’s appreciation for Brunei’s “dual track approach” to the South China 
Sea dispute. Further, a bilateral protocol agreement was signed between the 
two countries in June 2019 for wild aquatic food’s export to China. Notably, 
34 percent of Brunei’s aquatic products were exported to China in 2018. 
Importantly, it may be noted that China is a “dominant partner” in 
implementing Brunei’s economic restructuring plan, Brunei Vision 2035 (or 
Wawasan 2035), funding infrastructure projects such as the oil refinery and 
petrochemical complex currently. 43  With their ties lifted to the “strategic 



36 Indian Journal of Asian Affairs- 2019 

cooperative partnership” plane, both sides are aligning the synergies of the 
BRI project and Vision 2035.  

It is an open truth that Malaysia’s previous embraced a 
“bandwagoning”44 approach on the dispute, attributable to China’s sterling 
influence in both military and economic terms. But compared to Brunei, 
Malaysia is less pliable on the issue, especially under the leadership of 
Prime Minister Mahathis Mohamad. For instance, Kuala Lumpur has 
reiterated its demand for non-militarization of the Sea, the freedom of 
navigation,45 and for an ASEAN-centric solution rather than a bilateral one. 
Nevertheless, Malaysia recognizes the significance of economic tie-up with 
China which is not only its largest trading partner but is alson an enticing 
investor.  The Malaysia-China Kuantan Industrial Park (MCKIP) is gaining in 
momentum and is likely to attract nearly 20 billion ringgit (US$4.8 billion) in 
investments. 46  Further, Malaysian Economic Affairs Minister Azmin Ali 
stated at the China Conference in Kuala Lumpur, October 2018, “Today we 
expect China to provide global leadership not just in the economic sphere but 
in soft power by advancing universal values such as freedom of conscience, 
mutual respect, and justice.”  

Energy Diplomacy 

China clinched a major strategic gain when during his visits to Brunei and the 
Philippines in November 2018, President Xi signed with each country the 
memorandum of understanding for joint oil and gas exploration and 
development in the South China Sea.47 Beijing and Manila are at work on 
finalizing the related framework.  

The Philippines’s massive need for the South China Sea’s oil and gas 
resources is considered to be driving the joint exploration decision, given that 
its key gas deposit at Malampaya, off Palawan Island, is expected to deplete 
by 2030. Also, its prospects for exploring Reed Bank in the South China Sea 
have been thwarted under China’s duress.48 Defending the MoU, Philippine 
Ambassador to China Jose Santiago Sta. Roman stated: “our bilateral relations 
basically consist of two general areas—the disputes and the areas where there 
are no disputes. The disputes do not define everything. They’re only a part of 
the overall picture. So where there are no disputes, like trade, economics, 
science, culture, we’re able to fast-track..Where there are disputes, we discuss 
through diplomatic channels or through the bilateral consultative 
mechanism.”49 Notwithstanding Manila’s imperative need for energy security, 
opposition parties in the Philippines have reprobated the MoU on the grounds 
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that it is tantamount to recognizing the “unlawful ‘co-ownership’ with China 
of the West Philippine Sea [or the South China Sea].”50 However, the ruling 
Philippine government considers it both pragmatic and necessary to partner 
with China for both energy security and for not being totally pushed out of the 
South China Sea zone by antagonizing the militarily powerful Beijing. 
However, it is the final agreement that will likely to clarify what specific 
“outcomes” of exploration are intended for both parties, which is not clear 
from the current MoU. On its part, Beijing uses energy cooperation as an 
instrument of reward to less vocal claimants to the South China Sea as well as 
a means to “demonstrate the efficacy of bilateral arrangements.”51 

Regulations on the Development of Uninhabited Islands 

Hainan Province’s Department of Ocean and Fisheries issued a regulation in 
July 2018 on development of uninhabited islands, requiring interested entities 
or individuals to submit applications and plans to ocean administration 
authorities. According to ChinaDaily, July 5, 2018, the regulation specified 
durations —15 years for cultivation, 25 years for tourism and entertainment, 
30 years for salt and mining industries, and 40 years for public welfare 
purposes.52 By wielding the power to sanction development, it is a strategic 
move to legitimize China’s jurisdiction.53 In fact, Chen Xiangmiao, a research 
fellow at the state-supported National Institute for the South China Sea, 
unambiguously stated, “The development on uninhabited islands will maintain 
stability of (the) South China Sea and dispel other countries’ attempts to 
invade and occupy our territorial sovereignty.”54  

Challenges and Weak Spots 

Several constraints such as economic diversification, the US role, the BRI 
image, and the domestic factors affect the efficacy of China’s geo-economic 
diplomacy.  

Trade and Investment Diversification 

The Philippines’s economic dependency on China is not as high as that of 
Vietnam and Malaysia China is neither its “top direct investor” nor a top 
export market. 55  As for the BBB program, if China were to be the sole 
participant or financier, Manila would have been running the risk of being 
caught in the debt and dependency web. But in view of Japan’s involvement in 
the project and its increased trade and investment cooperation with Manila, the 
latter is clearly abstaining from putting all eggs in one basket. Similarly, 
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efforts are underway in Vietnam in getting away from dependency. In fact, in 
the aftermath of the US-China trade war, Vietnam’s economy has received a 
boost as foreign manufacturing operations are shifting from China to Vietnam. 
Other than that, Vietnam’s low labor wages make it an appealing 
manufacturing base. In addition, Vietnam is proactively diversifying trade and 
economic cooperation, signing the free trade agreement with the European 
Union in June 2019, apart from clinching high-tech defense deals with 
Washington. For example, it has ratified the Comprehensive and Progressive 
Agreement for Trans-Pacific Partnership (CPTPP), primarily in order to 
diminish reliance on China.56 Bennett Murray makes an apt observation in 
Foreign Policy: 

…with China likely to remain a rival to the West for the foreseeable 
future, Vietnam’s willingness to get along with power centers in North 
America and Europe provides a political advantage that’s unlikely to 
vanish, and its growing strategic partnership with the Pentagon links 
the U.S. bilateral economic relationship with defense. Already 
climbing the ladder of the global supply chain and willing to make 
reforms to accommodate free trade agreements, Vietnam has become 
not just a cheaper but also a friendlier alternative to China in the 
Trump era.57 

Moreover, in view of perceived security threat from China as well as to 
prevent dependence on Chinese technology, Vietnam’s Viettel has opted for 
5G without involving Huawei and develop its own “5G chips and core 
network infrastructure.” 58  However, the Philippines’s Global Telecoms 
launched the 5G broadband service with the equipment such as modems 
provided by Huawei. Hence, there is no coordinated counter-response to 
China’s attempts at intensifying its economic penetration into Southeast Asian 
economies for strategic purposes.  

Maligned Image of the BRI 

Even though the Philippines has welcomed Chinese investment in its 
infrastructure projects, the image of the BRI as a debt entanglement could 
make Manila or any other claimant countries turn cynical in committing to a 
future project with China, should more debt trap stories come to the fore. 
Ironically, in order to impart strength to economic diplomacy, China needs to 
prove its professed belief in win-win outcomes, while at the same time, 
extracting geopolitical concessions through manipulative economic practices 
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could be the aim of its investment diplomacy. Thus, Beijing would find it 
challenging to walk this tightrope.  

The US Factor 

The first quarter of 2019 witnessed a modicum of enhanced assertiveness in 
President Duterte’s postures, mainly on account of the Trump administration’s 
defense assurance as well as its diplomatic pressure. As China scaled up 
dispatch of vessels near “Philippines-occupied Thitu Island” (or Pag-asa 
Island), President Duterte firmly stated that both parties needed to demonstrate 
“mutual respect for sovereignty.” Encouraged by Secretary of State Mike 
Pence’s clarification that in the event of attack on the Philippines, the United 
States would resort to the Mutual Defense Treaty, the Philippines conducted 
drills along with the United States, India and Japan in the South China Sea in 
May 2019. Also, in view of the domestic elections, strong statements on the 
sovereignty issue poured in from President Duterte,59  such as ““I will not 
plead or beg, but I am just telling you that lay off the Pag-asa because I have 
soldiers there. If you touch it, that’s another story. Then I will tell my soldiers 
‘prepare for suicide missions.”60 

Domestic Forces 

The domestic constituencies in Vietnam and the Philippines countervail the 
drift into China’s orb. In June 2019, the Philippines high court directed the 
Philippine Navy, police and the Coast Guard to protect reefs and marine life in 
Scarborough Shoal, Second Thomas Shoal and Mischief Reef.61  Similarly, 
Antonio Carpio, a Supreme Court justice and a South China Sea expert, has 
prodded the Philippines government to take the fishing boat incident seriously, 
stating that it was “a quantum escalation of China’s aggressive acts.” 62 
Further, owing to the lack of trust in China’s intentions, the Philippine Senate 
disapproved the proposal for Chinese supplies for the Department of the 
Interior and Local Government’s surveillance systems.63  

Similarly, nationalistic sentiments are seething in Vietnam. As 
Ravindram observes, “The ruling elite in Vietnam would have to consider the 
domestic cost of compliance with sanctions initiated by China. In other words, 
the incentive for the political class to comply with targeted sanctions against 
them would most likely be offset by nationalistic sentiments in Vietnam.”64 
This is corroborated by the Vietnamese government’s botched attempt to enact 
the law to create three special economic zones (SEZs) in Van Don, North Van 
Phong and Phu Quoc. Government advisor Võ Trí Thành stated that the 
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proposed law’s purpose was “to create a leading edge for the country’s growth 
in the face of a scarcity of resources, and political and social complexities.”65 
However, the Vietnamese public opposed the move, apprehending neo-
colonialism taking shape with Chinese economic intervention. Also, many 
Vietnamese economists argue that Chinese investors’ primary interest is in 
“casinos and resorts”, 66  as the example of Cambodia suggests, whereas 
Vietnam needs hi-tech investment. As a result, the proposal is hanging in the 
air. It may be added that in terms of investment, China accounts for only 5.8 % 
of total foreign direct investment in Vietnam, ranking behind South Korea, 
Japan and Singapore. With SEZs, China’s position in Vietnam could become 
more strategic. Regardless of the domestic pressures, however, the Philippine 
government led by President Duterte has had a more placating approach 
toward China barring sporadic assertive postures.  

Conclusion 

Based on the foregoing examination, key upshots may be outlined. First, from 
time to time, China has utilized seductive, ingenuous, and coercive economic 
mechanisms to vindicate its claim to the nine-dash area in the South China 
Sea. It is not to suggest that the geo-economic diplomacy is potent enough to 
drive Vietnam and the Philippines to part with their claims to the South China 
Sea, since doing so would require an imperative raison d’être for the latter. 
However, economic considerations have certainly impacted the tone and tenor 
of their reactions to issues and incidents involving the South China Sea. For 
example, despite the acrimonious moment in the China-Philippines relations 
over the boat sinking issue, Manila was discreet enough not to let it impair the 
blossoming economic ties. In justification, Presidential Spokesman Salvador 
Panelo stated that President Duterte was “making his enemies friends so that 
both sides will mutually gain benefit from whatever they have.”67 In fact, 
Duterte threatened to imprison his critics, castigating him for his soft 
approach, should they attempted to impeach him.  

Second, a determining factor for the geo-economic strategy to succeed 
would be the level of economic dependence of the claimant countries on 
China. From this perspective, China encounters several challenges such as 
Vietnam’s efforts to neutralize China’s economic leverage through trade 
diversification as well as anti-China sentiments flaring up in pockets of Manila 
and Hanoi. Nevertheless, Vietnam and the Philippines are faced with hard 
choices, facing a trade-off between the enticing Chinese investments and their 
strategic necessity to shake off any deepening dependency. Moreover, 
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Vietnam will need to address its “labor and skills shortage” as it prepares to 
become a prominent global manufacturing platform. 

Third, geo-economics is essentially tied to a “larger geopolitical 
agenda.” It might not deliver immediate results but, over time as the 
economies of the claimant states intertwine with China’s (or as the 
“asymmetrical dependence” sharpens), China would expect to reap the 
strategic benefits. Importantly, Beijing has made long-term canny moves to 
fortify its exclusive claims to the South China Sea: its offer of joint oil and gas 
exploration to pliant claimants, annual fishing moratoriums, and regulations 
for development of uninhabited islands signify spiraling of allocative authority 
at the vortex of Beijing’s leadership.  
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Deepening Relationship between Russia and China: 
Implications for India in an Era of Strategic Uncertainty   
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Abstract 

Due to divergent perspectives on many regional and global issues, Russia and 
China are not likely to forge a formal alliance. But the evolving nature and 
scope of cooperation between China and Russia in political and security 
realms present a challenge for New Delhi. India shares an uncomfortable 
relationship with China, which has been conducting a sophisticated campaign 
to expand its influence in South Asia and the Indian Ocean region at India’s 
expense. India has always desired to counteract the Chinese power with the 
combined might of Russia which has been largely amenable to India’s 
attempts. But given the change in global configuration of power and Russia’s 
immediate strategic objective of balancing American power, India faces huge 
challenges. The article recommends India’s participation in the emerging 
Quadrilateral along with more robust ties with Russia to counter Chinese 
adventurism in South Asia and beyond. 

Keywords: Russia-China relations, South Asia, India 

Introduction 

Pointing out that Russia and China are indispensable strategic partners, 
Russian President Vladimir Putin expressed satisfaction with the high level of 
bilateral political dialogue and cooperation in all spheres between the two 
countries, when he sent a congratulatory message in October 2019 to the 
Chinese President Xi Jinping on the occasion of the 70th anniversary of the 
founding of People’s Republic of China in 1949. Further reminding his 
Chinese counterpart that the Soviet Union was the first foreign country to 
establish diplomatic ties with China in 1949, Putin felt that the Russia-China 
relationship has successfully stood the test of time.1 Both leaders had officially 
upgraded the bilateral ties to “comprehensive strategic partnership of 
coordination in new era” during Xi Jinping’s official visit to Moscow in June 
2019. During this meeting, Xi had remarked: “Russia is the country that I have 
visited the most times, and President Putin is my best friend and colleague.” 
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Reciprocating the gesture, Putin asserted that Russia-China bilateral ties “had 
reached a very high – and without any exaggeration – an unprecedentedly high 
level” since their mutual “stances on key global issues are similar or 
coincide.”2 In the presence of Putin and Xi, the chairman of Chinese tech giant 
Huawei and the head of Russian company MTS signed an agreement to 
develop a 5G network in Russia.3 Marking the 70th anniversary of the 
establishment of diplomatic ties between China and Russia, China’s State 
Councilor and Foreign Minister Wang Yi said in September 2019 that due to 
non-alignment, non-confrontation and non-targeting of third party, Moscow 
and Beijing have set an example for the new type of international relations.4  

It has become commonplace to see the Russian and Chinese leaders 
billing their partnership as a unique kind of phenomenon in international 
relations. And there is ample evidence that relations between Moscow and 
Beijing are closer than they have been since the Sino-Soviet split. In the words 
of Bobo Lo, a leading academic of Russia-China relations, no political 
relationship is as warmer as between Putin and Xi and “their meetings are a 
publicist’s dream, supplementing warm affirmations of friendship with a 
stream of bilateral agreements.”5 

The mutual warmth in Russia-China ties is the natural upshot of 
developments in contemporary international politics, characterized by rising 
uncertainties. After the collapse of the USSR, the major non-Western 
countries had began working together to create a counterweight to the rising 
influence of the Western world led by the United States. The growing 
bonhomie between Moscow and Beijing stems from the fact that the political 
leadership in both Russia and China is keen to project an image of allies 
sharing identical views on the current fluid geopolitical situation in the world, 
and the favourable prospects for the emergence of a multipolar world.  

Indian foreign policymakers seem to be concerned by the multifaceted 
momentum in Sino-Russian relations due to their inevitable impact on India’s 
diplomatic maneuvering space. That strategic partnership between Russia and 
China represents a serious challenge to India’s strategic interests is not 
difficult to understand. During Russian foreign minister Sergey Lavrov’s visit 
to New Delhi at the RIC (Russia-India-China)6 trilateral foreign ministerial 
meet in December 2017, he expressed the view that security architecture in the 
Asia Pacific region, which has been rechristened as ‘Indo-Pacific’ by leading 
democracies including India, cannot be achieved through ‘bloc arrangement’, 
marking Russia’s opposition to the ‘Quadrilateral Security Dialogue’ 
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comprising India, Japan, the US and Australia.7 Russia also asked India to 
reconsider its approach on China’s strategically prioritized enterprise – ‘Belt 
and Road Initiative’ (BRI) – hoping that India’s foreign policy establishment 
can find a way out to benefit from the connectivity project without sacrificing 
its position.  

It is unclear at this point how far either Putin or Xi are prepared to 
work together to contest American supremacy in world affairs, but what 
appeared as mainly rhetorical support for a ‘multipolar world’ just two 
decades ago seems to be assuming greater substance in recent times. The 
dynamic development of the Russia–China strategic partnership, in sharp 
contrast to stagnancy in Indo-Russian ties and a steady deterioration in the 
US–Russia relations, has the potential of causing a major shift in the fluid 
security balance in the Indo-Pacific region. This article is an attempt to 
understand the evolution of Russia-China relationship since the collapse of the 
USSR and its impact on India’s security.  

China-Russia Relations After the Cold War  

The bipolar global system centred on the Soviet Union and the United States 
that prevailed after the Second World War immediately collapsed after the 
ruin of the USSR. The communist project was not able to compete with the 
capitalist world due to the nature of Soviet ideology and inherent systemic 
weaknesses. The Soviet Union’s pursuit of a policy based on the ideological 
spread of communism also led to avoidable wastage of considerable resources. 
After the end of the Cold War, Russia’s initial foreign policy orientation 
leaned greatly toward the West in the expectation of major support for 
Russia’s economic transformation. Prominent Moscow reformers viewed the 
Western liberal democracy as a worthy economic model for reform and a 
source of financial support.8 

Simultaneously, Russian voices at the time stressed enormous 
demographic imbalance on the Sino-Russian border and the dangers of 
creeping Chinese influence through immigration and trade ties.9 Due to these 
factors, the West remained somewhat unperturbed about the gradual 
rapprochement between Russia and China. The likelihood of Moscow and 
Beijing engaging in an alliance-like relationship against the US was played 
down by many seasoned observers in the West, pointing to their complicated 
history of competition and conflict along their extensive border as well as their 
competitive tendencies in Central Asia.  
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Washington celebrated its victory in the Cold War, which, in the words 
of Francis Fukuyama, heralded the “end of history”, with pursuit of global 
dominance for the US. Many countries viewed these developments with great 
uneasiness. If the US had shown some strategic restraint, subsequent events 
might have unfolded differently. Disgruntled Russia and China started to look 
for ways to coordinate their positions on those aspects of the emerging 
American-dominated world that did not suit their interests.10 The urge of 
Russia and China to balance the US increased after the 1999 Kosovo war and 
the 2003 invasion of Iraq, and after developments that increased American 
power, such as NATO’s eastward expansion and support of so-called ‘colour’ 
revolutions in Eurasia. Following the 9/11, President Putin’s decision to 
closely align with the US in Afghanistan, including agreement to allow US 
military bases in Central Asia, caused a great deal of concern in Chinese 
policy circles that the Kremlin was fundamentally altering Russia’s balanced 
foreign policy to closely embrace Washington. But the post-9/11 embrace 
proved to be as short-lived as the first US-Russian honeymoon in 1992.  

Moscow’s unease over the colour revolutions in Georgia, Ukraine and 
Kyrgyzstan was followed by the Russia’s armed intervention in Georgia in 
2008. The colour revolutions were seen by the political elites of the post-
Soviet space as Western tools in the global struggle for power to target the 
political coherence and legitimacy of adversaries. These developments were 
interpreted as a real turning point for Russia’s influence in the region and the 
role of the emerging Moscow-Beijing axis. The 2012 mass protests in Moscow 
convinced Putin that Western democracy promotion initiatives were aimed at 
destabilizing Russia and promote regime change.11 The 2014 ‘Euromaidan’ 
protests in Kiev and Russia’s annexation of Crimea may be considered a 
culmination of Moscow’s lingering concerns about regaining lost power.  

Although, the growing proximity between Moscow and Beijing is 
often attributed to the Western sanctions, the Russia-China entente is a post-
Cold War phenomenon that began to crystallize with the transformation of 
Shanghai Five into the Shanghai Cooperation Organisation (SCO) in 2001. 
Rightly seen as the most important “example of converging Sino-Russian 
policies,”12 the SCO has been successful in projecting itself as a non-Western 
regional bloc that is interested in promoting regime stability and preserving 
state-centric norms of sovereignty. The inclusion of India and Pakistan into the 
grouping has also allowed the SCO to further push back against Western 
normative agendas on human rights.13  
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During the Cold War period, the geopolitics of South Asian region had 
strengthened bilateral relations between India and the Soviet Union. While the 
Soviet Union was a balancer at that time, India did not seek other balancers 
vis-à-vis China. But the end of the Cold War began to change the architecture 
of South Asian balance of power. The last two decades have seen a new 
dynamic in the region marked by the gradual emergence of India as a major 
power, remarkable improvement in Indo-US relations, breakdown of the US-
Russian entente, the embrace between Russia and China, as well as Moscow’s 
new enthusiasm for Islamabad. The reasons behind Russia’s strategic ties with 
China are compelling. As two large neighbours, they have economic 
complementarities and political convergences. China’s insatiable need for 
natural resources and military technologies are irresistible magnates for an 
economically weaker Russia. The settlement of Russia-China long-standing 
border dispute in 2005 further paved the way for a broader relationship.  

Mutual Perceptions and Policies   

There is no unanimity among scholars about how Russia views China since 
the English language analysis is often seen as being biased. Though the 
limited space in this article would not allow more discussion on the theme, 
however the dominant view among Western and Indian scholars is that the 
partnership between Russia and China is an “axis of convenience”. This view 
is not unfounded. China’s unprecedented rise has been traditionally viewed 
with caution in Moscow. Russia, which is seeking to regain its status as a great 
power, has reasons to view China as an uncomfortable strategic partner. In 
other words, Russia-China proximity does not mean that Moscow is willing to 
become subservient to Beijing. 

Though the relationship between Moscow and Beijing is not without 
its tensions and problems, however Bobo Lo argues that “Russia needs China 
as a geopolitical counterweight to the United States; a primary market for its 
energy and commodity exports; a buyer of high-tech weaponry; and as its 
principal partner in building a new world order.”14 Despite continuing 
contradictions, China has its own reasons for valuing the partnership with 
Russia. Though Bobo Lo asserts that their ties continue to be “driven by a 
pragmatic appreciation of the benefits of cooperation rather than a deeper like-
mindedness”, he however feels that the political leadership in “Beijing and 
Moscow evidently recognize that their interests are best served by maximizing 
the positives and underplaying any disagreements.”15 If this is the case, it has 
obvious implications for India.  
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Both Indian and Russian observers like to emphasise the fact that New 
Delhi and Moscow do not want the emergence of the US-China bipolarity 
since it would reduce the space for strategic maneuverability for both the 
countries. Reinventing and reinvigorating the Indo-Russian relationship is thus 
an important task facing the political leadership of both the countries. 
Although, Russia has been supportive of China’s BRI, some analysts are quick 
to point out when the initiative was announced by Chinese President Xi in 
2013, the Kremlin perceived it as a challenge to Russia’s Eurasian Economic 
Union (EAEU) as well an attempt to pull the Central Asian republics away 
from Russian sphere of influence. Moscow’s changed attitude is largely driven 
by the need to derive maximum political and economic benefits at a moment 
of heightened geopolitical tensions between Russia and the West.16 Moscow 
has been trying to rebuild Russia’s influence in the region that once formed 
part of the Soviet Union. Russia attempts to enhance its influence in the region 
and maintain control over the regional energy sector. It is also argued that 
China’s ambitious geopolitical initiative would pose significant threats to 
Russian interests. As a hedge against growing Chinese influence, Russia has 
launched its own Eurasian integration projects, such as the EAEU which has 
become the largest common market across former Soviet states.17 

On a conceptual plane, China and Russia understand regionalism 
differently. China regards the BRI as a way of reinforcing China’s links with 
the outside world and defines the connectivity principles in broader and vague 
terms. On the other hand, Russia interprets regionalism in historical terms, and 
views it primarily as a way to maintain its influence in the post-Soviet space. 
With regard to EAEU, Russia opts for binding norms, which would help it 
create a further barrier to external actors. Russia’s establishment of the EAEU 
has been interpreted as a way of blocking the influence of the West in Eastern 
Europe and China in Central Asia.18 Although Russia has tried to engage other 
actors either through a formal dialogue or through the synchronization with 
other projects, the divergence of Russian and Chinese views regarding 
Eurasian regional order will not be easy to reconcile.19 India is not unaware of 
this dynamic. That is why New Delhi has stepped up its efforts to get Indian 
investment into Russia’s Far East bordering China. India’s Commerce 
Minister Piyush Goyal visited Russia’s Far East in Vladivostok in August 
2019, accompanied by the chief ministers of Goa, Gujarat, Haryana and Uttar 
Pradesh, to explore such possibilities.20 This visit was precursor to Modi’s 
visit in early September 2019 for the 5th edition of the Eastern Economic 
Forum, held every year in Vladivostok to support the economic development 
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of Russia’s Far East region. Speaking as chief guest at the forum, Modi 
announced a $1 billion line of credit for Russia’s Far East, asserting that it 
would help Moscow implement Putin’s vision for developing the resource-rich 
region.21 

China has been stepping up cooperation with Middle Eastern countries, 
focusing on energy and economic ties. But things are changing as recent 
developments suggest that China is interested in strengthening its defence ties 
to Middle Eastern countries. As China grows its position in the Middle East, it 
will require partners to manage inter-state conflicts. Russia is a preferred 
choice. But it has been pointed out that Russia, like Turkey and Iran, may not 
be enthusiastic in sharing security positions in the Middle East that were 
acquired by waging war in Syria.22 At the moment, the multi-polarity norm 
may be valuable for China, but as time goes on, Beijing will find it difficult to 
coordinate its position with Moscow without being responsive to rising 
challenges.  

The disintegration of the Soviet Union saw rapid decline in Russia’s 
military exports as several major clients for its weapons such as the former 
Warsaw Pact members disappeared.  Coinciding with this development, China 
was seriously modernizing its armed forces and acquiring advanced weaponry. 
The survival of Russia’s arms industry was greatly ensured due to its exports 
of newly produced combat aircrafts, armoured vehicles and warships to China 
and India during this period. But sale of advanced weapons to China were not 
very smooth. There were warnings within Russia that Moscow would be 
arming a future rival. Concerns were expressed that China would stealthily 
copy whatever Russia delivered. There were additional concerns of serious 
competition from China in the global arms market. However, China’s 
willingness to buy a variety of weapons and ability to pay in cash silenced all 
critics and skeptics.  

The mutually favourable relationship between Russia and China soon 
began to shift as reflected in substantial drop of China’s share from Russian 
arms exports.23 Russia’s arms exports to China averaged $2.6 billion through 
the 2000s, which reached a peak of $3.2 billion in 2005. But this dropped 
significantly, averaging $816 million between 2010 and 2018, resulting in the 
decline of China’s share of Russian arms exports from 47.7 percent of total 
sales in 2006 to 13.7 percent in 2018.24 China’s shift away from Russian 
exports is partially attributed to its own rising capabilities. Russia’s original 
concerns over the potential for reverse engineering by China were also 
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validated when China made copies of a variety of Russian weapons without 
permission: China’s Jian-11 (J-11) is said to be the copy of Russia’s Sukhoi-
27 (Su-27) combat aircraft, and Chinese submarines bore strikingly similar 
features of the Russian Project-877 and Project-636 Kilo class submarines of 
Russia. There are reports that China’s HQ-9 surface-to-air missiles are 
inspired by Russia’s S-300 platform, and acquisition of S-400s is likely to 
contribute further towards the development of the HQ-9.25 Moreover, China 
has become a major arms exporter, also foraying into markets in which Russia 
was active earlier. In India’s neighbourhood, Pakistan, Bangladesh and 
Myanmar have emerged as key importers of Chinese-build weaponry. As 
Chinese weapons improve in quality and Russia’s defense industry continues 
to weaken, the possibility of Chinese defence manufacturers displacing 
Russian defense industries in many important markets has increased.26  

Russia has signed an agreement with China for export of 24 Sukhoi-35 
(Su-35) combat aircraft and four S-400 surface-to-air missile systems for 
approximately $7 billion USD in 2015, lifting of an informal ban on selling 
advanced systems to China in place since 2004.27 Surprising though it may 
seem, Russia’s apparent indifference to fears of China’s intention and ability 
to “pump out an updated version of the HQ-9 for export with the same features 
within a few years, potentially cutting into Russia’s market share” has been 
interpreted to mean that “HQ-9 is less capable enough relative to original S-
400s or S-300PMUs to not really have much competition.”28 Therefore, it may 
be reasonable to believe that Russia would not transfer the latest weapons 
technologies to China. It is equally careful about Chinese investment in its 
hydrocarbons industry.29 

Russia is not oblivious to China’s growing economic and political 
influence in Central Asia, which Moscow considers Russia’s backyard. That is 
why Moscow keeps on trying to rebalance the relationship. India prominently 
figures in Russia’s geopolitical schemes as part of RIC (Russia-India-China) 
and SCO. It is worth mentioning that it was Moscow which had lobbied for 
India’s entry into SCO. Due to difficult relationship with India, “Beijing was 
concerned about a dilution of its own role in the SCO, while Moscow viewed 
Indian membership as a way of checking Beijing’s formidable influence 
within the group.”30 Thus, it is a reasonable apprehension “whether the 2017 
expansion of the SCO might diminish its decision-making power while 
unwittingly creating an arena for tacit China–India–Russia strategic 
competition.”31 This seems to be a deliberate Russian strategy to prevent the 
SCO from being dominated by the Chinese.  



Vinay Kaura: Deepening Relationship between Russia and China 57 

Russia has always considered itself as the centre of its bilateral security 
partnerships with India and China that could be used to counter American 
influence in areas of mutual concern. However, the deepening of strategic 
convergence between India and the US has coincided with rising tensions 
between the US and Russia and growing Chinese assertiveness. Consequently, 
the India-China-Russia trilateral could not lead to outcomes of any 
significance except issuing periodical declarations which are critical of the 
US. In order to promote greater understanding between India and China, 
Russia proposed a trilateral of the defence ministers of India, Russia and 
China to explore security cooperation architecture in April 2017. Keeping in 
view Moscow’s ownership of the idea, New Delhi had agreed to the proposal. 
But China refused to back this proposal.32 At the Petersburg International 
Economic Forum held in June 2016, Putin proposed a ‘Greater Eurasian 
Partnership’ (GEP) that would include the EAEU, CIS countries, and China, 
India, Pakistan and Iran.33 But geopolitics is more about chemistry, not just 
arithmetic. Chemistry can change the arithmetic, but the reverse is often 
difficult. Even if purely economic, this particular project seems fundamentally 
incompatible to implement. The unresolved issues between India and China 
will continue to cast a shadow on the India-China-Russia trilateral template. 

India’s Dilemma and Response    

India pursues an independent foreign policy and maintains bilateral relations 
with all major global powers. New Delhi has been very proud of its strategic 
autonomy in international relations. Having existed for centuries as a 
multicultural society, India has been able to preserve a unique civilizational 
identity based on respect for different traditions. Being the biggest democracy 
in the world, India however sees no merit in following all the norms set by 
Western countries uncritically. India has not been part of any military alliance 
initiated by the West, nor does it want any of its friendly countries to join it in 
a military-like relationship. At the same time, India is one of the major 
contributors of troops for the UN peacekeeping forces.34 While sharing its 
respect for democracy, India has not accepted the Western logic in promoting 
democracy by force. As Russia-China engagement has raised serious questions 
about the nature and structure of global governance, the role of international 
institutions, interpretations of sovereignty, globalization and regionalism, 
India cannot afford to remain aloof from these debates. However, it faces a 
dilemma: China.   



58 Indian Journal of Asian Affairs- 2019 

India has been trying to improve relations with China due to 
geographical and economic imperatives, but serious problems remain between 
New Delhi and Beijing due to a long-standing boundary dispute. But more 
importantly, as China is showing increased willingness to spread its 
geopolitical influence in areas which have been within India’s traditional 
sphere of influence such as the Maldives, the Seychelles, Mauritius, and Sri 
Lanka, Bangladesh, New Delhi’s relationship with Beijing seems to have 
entered the most uncertain and uncomfortable phase. As the world is 
becoming more contested, putting global rules and institutions under severe 
strain, Indian diplomacy faces many challenges on how to deal with China. 
Beijing’s hostile posture, as China’s aggressive stance over the boundary 
dispute, opposition to India’s membership of the Nuclear Suppliers Group, 
going ahead with the China Pakistan Economic Corridor (CPEC) despite 
India’s sovereignty concerns, seems to be driven by China’s desire to exercise 
unchallenged supremacy over Asia and beyond.  

India’s strategic response has reflected the hedging strategy as 
reflected in its main strategic partnerships with the US, Russia and Japan.35 
India’s foreign policy has involved a number of strategic partnerships, 
particularly with the US, Russia and Japan. Though the Indo–US partnership 
tops the list, India has also cultivated a ‘special and privileged partnership’ 
with Russia and a ‘strategic and global partnership’ with Japan. New Delhi has 
been keen to encourage a strong US security and economic engagement with 
the ‘Indo-Pacific’ region, with multilateral strategic relationships, such as the 
India-Japan-US triangle, providing additional leverage.  

Between India and Russia, there are some specific areas of 
convergence, and meeting of minds can be witnessed in many institutionalized 
settings such as annual summit and regional groupings including the SCO and 
BRICS. In 2018, Modi met Putin for an ‘informal summit’ at Sochi in Russia, 
the first interaction in such format.36 This meeting happened just a month after 
the Wuhan ‘informal summit’ between Modi and Xi. In early 2019, Putin 
bestowed the highest state decoration of Russia – Order of St Andrew the 
Apostle – on Modi for his “distinguished contribution to the development of a 
privileged strategic partnership between Russia and India and friendly ties 
between the Russian and Indian peoples.”37 India and Russia share excellent 
defence relationship as New Delhi remains Moscow’s biggest arms customer; 
India operates many Russian-made weapon systems such as the T-90 military 
tanks, the MiG-29 and Su-30MKI fighter planes, Vikramaditya aircraft carrier 
and the INS Chakra nuclear submarine. India is going to acquire the S-400 air 
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defence system despite the risk of American sanctions under the CAATSA. 
The deal is often seen in New Delhi as a sign of India’s determination to 
maintain its strategic autonomy while building on its strong defence ties with 
Russia.38 The defence ministers of the two countries meet regularly as they co-
chair the Inter-Governmental Commission on Military Technical Cooperation 
(IRIGC-MTC). The recent meeting was attended by India’s defence minister, 
Rajnath Singh with his Russian counterpart, General Sergey Shoigu in 
Moscow in November 2019.39  

However, areas of disagreement and the lack of civil society 
engagement are worrying signs. India has little to offer to Russia beyond arms 
and energy cooperation. In 2018, India’s trade with Russia was US$10.69 
billion, which amounted to a little more than 1.5 per cent of Russia’s total 
external trade.40 The consequences of Russia’s outreach to Pakistan have been 
both symbolic and substantive.41 In recent years, Russia has come to believe 
that Pakistan is part of the solution rather than the problem itself in resolving 
the Afghan conflict. Islamabad ticks many of the right boxes: its ties with 
Washington are full of tensions; it is very close to Beijing; its influence in 
Afghanistan is useful for Moscow. And as discussed above, the slow but 
steady drift of Moscow towards the strategic embrace of Beijing has created 
challenges for New Delhi. If Russia continues to play second fiddle to China 
in those multilateral institutions that promote Beijing’s interests, it would have 
detrimental impact on India. In fact, the imbalance in Russia-China relations, 
which is growing every day, is not even beneficial for Moscow. In his long 
column published in The Moscow Times on 27 August 2019, Dmitry Trenin, a 
well-known Russian expert, argues that Russia has failed to “reboot” its ties 
with India, with the result that the stagnation in their relationship continues 
unabated. The decline in Russia’s cooperation with India has also coincided 
with rapid growth in Moscow’s interaction with Beijing. Trenin contends that 
“this creates a threat to Russia’s geopolitical equilibrium in Greater Eurasia.”42 

Russia’s growing accommodation of Chinese interests is not without 
consequences for India’s security and strategic interests, including freedom of 
sailing in South China Sea, which is India’s gateway to Russia, Japan, Korea 
and Pacific Ocean.43 When Russia and China seem to be in a close embrace, 
India has no option but to seek closer ties with the US to mitigate its strategic 
vulnerabilities. As the liberal international order created and underwritten by 
the US seems to be fading from memory, a rising China is more willing to 
write new global rules, and control the institutions of global governance. The 
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Indo-US-Japan-Australia ‘Quadrilateral Security Dialogue’ is primarily aimed 
at making China a responsible global power that follows international norms.  

Initially conceptualized by Shinzo Abe in 2007 when he was the prime 
minister of Japan, the quadrilateral was short-lived.44 The diplomats and 
strategic pundits of the quartet continued to refer vaguely to continuing the 
initiative, but no substantial progress was made toward cohesive negotiations 
along the lines begun by Abe till the quadrilateral made a comeback in Manila 
in November 2017. The Manila meeting came at a time of unusual cooperation 
at the bilateral and trilateral level between the four countries involved, which 
includes joint naval exercises, defence cooperation, high-level visits as well as 
recognition that China’s rise can be managed with combined action alone.45 

The relevance of quadrilateral has increased for the countries since Xi 
assumed China’s leadership. Each of the countries in the quadrilateral has 
witnessed China attempting to impose its will on smaller neighbours in its 
periphery and implementing a grand strategic roadmap of BRI which 
integrates all of China’s instruments of national power – political, economic, 
diplomatic, financial and intellectual – to shape the geopolitical and 
geoeconomic order. No one now believes the banality of the expressions about 
China’s peaceful rise, and all major powers in Indo-Pacific region have begun 
to devise measures for countering China. However, the biggest impediment in 
crystallizing the formation of quadrilateral is different ideas among the 
countries on how to take on China. Most consequentially for India, Moscow 
would not become part of India’s attempt to create a vision for the Indo-
Pacific region as it seems to have no bearing for the Russian strategic 
priorities. It is fair to argue that Russia’s interest lies in the ‘Asia-Pacific’ than 
in the Indian Ocean or Indian subcontinent. This would effectively mean 
enhanced engagement with China as well as Japan, Koreas, and the US. 
According to this view, “India figures in the larger geopolitical picture, but 
regionally Russians tend to view it as a supernumerary member of the Asia-
Pacific community and not of equal weight to China.”46 But that should not be 
the reason to either reduce its engagement in Indo-Pacific or believe that 
Russia has been lost to China. It is reasonable to argue that although Russia is 
not so naïve as to believe that improved ties with India or Japan can help it 
contain the Chinese power, making Moscow particularly careful to avoid 
giving China this impression, “it understands the importance of expanding its 
options, while gently reminding Beijing not to take Russia for granted.”47 
Thus, if the Modi government is to work on its ambition to make India a 
global power, it has no choice but to be actively involved in the region. 
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India has emerged as one of the world’s top economies with growing 
military might, and it also finds itself in a position to shape the great power 
politics in the Indo-Pacific and Eurasia. China’s mounting pressure on India’s 
borders coupled with growing influence among India’s neighbours should 
made New Delhi less inhibited about its proximity with the US. However, 
assertive Indian responses to China’s regional activities need to be activated 
when Beijing’s actions directly threaten India’s interests, and when New Delhi 
has realistic means to thwart Chinese ambitions. There is an emerging 
consensus in New Delhi that if India wants to be taken seriously by other 
powers, it should do more than just become a spoiler of Chinese aims. It will 
need to develop its own positive agenda, while assuming a prominent profile 
as an independent player.  

Conclusion  

The original conception of the trilateral framework was an attempt to manage 
the US unipolarity and ensure greater regional and international stability after 
the end of the Cold War. There are serious debates whether the circumstances 
that gave rise to this grouping exists or not. With the world fast becoming 
multipolar, both India and Russia have their own dynamics in their bilateral 
ties with China. Russia is getting closer to China as balancing against the US 
seems to be their preferred priority. On the contrary, sensing the futility of its 
attempt to balance Chinese might with the combined Indo-Russian efforts, 
India is trying to engage with multiple partners.  

The strategic utility of the New Delhi-Moscow-Beijing trilateral may 
have got reduced as far as India is concerned. That does not mean diminishing 
prospects for India-Russia bilateral. India-China boundary dispute and China’s 
frequent incursions into the territory claimed by India have kept New Delhi on 
the tenterhooks. China is placed in a stronger position vis-à-vis both Russia 
and India. In such a strategic scenario, it is vital for India and Russia to focus 
on areas where they can jointly address their common concerns arising out of 
Beijing’s aggressive posturing. However, the Indo-Russian partnership has a 
long way to go before it could achieve the potential to match China’s growing 
capabilities.  

New Delhi should develop tailored strategies to work with long-
standing allies and new-found partners to deter and contain Chinese attempts 
to undermine key Indian interests. India must expand the sphere of ‘win-win’ 
diplomacy with Russia and China aiming toward multi-polarization, while 
continuing to strengthen the quadrilateral for balancing Beijing’s expansionist 
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tendencies. Despite huge asymmetry, India can still hope to hold China at bay 
by adapting updated versions of defense and deterrence. However, India does 
have the strategic wherewithal to contain China alone. It is in the realm of 
geo-economics, rather than geopolitics, that the contest for Asian leadership is 
likely to be determined. India’s success in protecting its strategic interests will 
be determined in large measure by how it operates in foreign markets and 
works with allies to modernize the rules-based global order. 
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Paris Climate Deal: A Bumpy Road Ahead 

Keshab Chandra Ratha  

Abstract  

The road ahead of Paris Summit in the face of a common threat and the global 
response to climate change is riddled with challenges which seem to be 
insurmountable coupled with damaging unintended consequences for the 
planet. Restricting planetary warming to 1.5 is in fact a quixotic quest. 
The Paris Agreement is thus nothing but a diplomatic victory for world powers 
to work towards alternative pathways to energy production. This summit 
figures a deadly amalgamation of immature hope, power politics and 
corporate lobbying. National interest dynamics, not abstract principles, are 
the political groundwork on which the Paris Agreement is set up.  

Keywords: Paris Climate Summit, Geo-politics, Climate Justice, Energy 
Transition 

 
Introduction  

Climate change is one of the major challenges to quality and equality of life 
posing a serious threat to food security, water availability, health, housing, 
self-determination, basic liberties and pursuit of happiness. Droughts, floods, 
rising temperatures, rise in sea levels, poverty, hunger, disease, melting ice, 
decreasing crop yields and shifting animal-migration patterns, deforestation 
and desertification are some of the problems caused by climate change around 
the world. The vicious effects of climate change are already being felt in every 
nook and cranny of the globe .The poor, women, children and indigenous 
people stand in front of disproportionate risks. The vulnerable people hit 
hardest by climate change have the least capacity to adapt with the 
environment. Developing countries take an uneven responsibility of global 
warning. In spite of a quarter of a century of deliberate deliberation, 
greenhouse-gas emissions continue to rise at an alarming rate. New coal 
plants are being built across Asia. Changing the world’s vehicle fleets to low 
carbon energy will take years together. Forest fires are causing to flow huge 
quantum of carbon dioxide into the atmosphere each year. Emissions of 
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carbon dioxide, stocks of carbon dioxide in the atmosphere and even 
emissions per head have been going up to a considerable extent. There is every 
likelihood that climate change may minimize the world share of the economy 
by 25 per cent by the end of the century .In this circumstance, the road ahead 
of Paris Summit in the face of a common threat and the global response to 
climate change is filled with enormity of challenges and its solution appears to 
be a farfetched scenario. The accord was appeared to be a super wicked policy 
and political problem. Albeit nations pay heed to the climate pledges that have 
been made so far, global emissions are projected to rise until at least 2030, and 
temperature could reach 2°C above pre-industrial levels as early as 2032. The 
UN has set the goal of limiting any rise to 2°C, but even this increase would 
not save the world’s most vulnerable citizens from rising tides, extreme 
weather and shifting precipitation patterns.1  

The idea of climate justice was politically agreed to at Paris, but it 
remained unresolved literally. Many of the fine points have been left out and 
moved into the more flexible decisions. Even though the climate agreement is 
somewhat a progress, but progress alone is not the goal. The goal is a just and 
livable planet for flora, fauna, and humans. The task now is far bigger and a 
tough road ahead. One of the greatest challenges which this agreement still 
leaves unsolved is to fairly combine the global energy transition with the 
struggle to triumph over poverty. Removal of liability and compensation from 
the loss‐and‐damage section of the agreement causes this mechanism to be 
diluted much to the disadvantage of the most vulnerable countries. In addition, 
the absence of strong legal guarantees that the developing countries would 
receive finances and technology plus capacity building necessary to extent a 
supporting hand for their adaptation and mitigation efforts, particularly 
post‐2020, is a large negative aspect in the agreement. The dynamic elements 
of the Paris architecture like increasing ambition, changes in technology, 
relative prices, and politics are critical to the effectiveness of the agreement 
over the long term. The President of Earth First USA, Mr. Erich Pica, 
described the agreement saying, “We have a deal that if you look at it from a 
climate justice perspective; if you look at it from a just transition perspective; 
if you look at it from a fair share perspectives; it fails all of these tests”2. 
Nothing in the agreement was binding. It was just wishful thinking. The 
failure does not belong to the Paris talks, but to the whole process. The UN 
climate process has focused entirely on the consumption of fossil fuels, while 
paying no attention to their production. No process is there to verify 
independently all 195 countries’ greenhouse gas inventories, or progress 
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towards their targets that could create serious troubles in the years to come. 
The absence of a common or comparable format will clearly make national 
emissions reductions even harder to assess and track. The delegates have 
solemnly agreed to cut demand, but at home they seek to maximize supply. 
The real work begins when everyone goes home. Extracting fossil fuels is a 
hard fact. But the Paris agreement is full of soft facts: promises that can slip or 
work loose. 

The Paris Agreement reflects a large- scale difference between what is 
being done and what is required. The deal fails to deliver climate justice. This 
seems like a slow progression of an Agreement. The summit is criticized 
publicly as an embarrassing failure as pledges lacking of any legal bite and 
universally adopted carbon targets in line with the 2C goal. The countries can 
withdraw from it without penalty. Many of the binding obligations in the Paris 
Agreement are procedural in nature, involving reporting of emissions, 
progress in implementation, accounting for emissions, and the like. COP21 
also fails to deal with the effect of climate change on marginalized people 
around the world—indigenous, youth, women, poor, rural, and others who 
have and will continue at the receiving end. Extreme weather events like 
hurricanes and flooding have created havoc among marginalized people over 
the last decade. International aviation and shipping are even excluded from 
this report. The Paris Agreement does not address fundamental problems with 
the global capitalist economic system and how it continues to foster reliance 
on fossil fuel to drive economic growth in the short to medium term. There is 
no attempt to address the gapping inconsistencies between the objectives of 
international climate and international trade liberalization which countries 
continue to pursue side-by-side without coordination.3 Now is the deepening 
concern over the failure of global leadership to seriously address climate 
change. The decreasing rights of citizens to protest and the increasing rights of 
corporate persons stand out sharply against the timing and circumstance of the 
Summit.  

Climate action is considered in terms of its threat to states’ 
sovereignty, rather than scarcity. The topic of Climate Change has only 
become a matter of action within the rubric of existent state and corporate 
actors. It stands out as an insult to democracy, making a partiality to the same 
corporate and financial networks which have obstructed environmental 
consciousness, and the rights of citizens to speak. ‘COP of Action’ has been 
ended up being ‘COP of Distraction’. There has not been much improvement 
on modalities, procedures and guidelines to put the Paris Agreement 



70 Indian Journal of Asian Affairs- 2019 

operational. The roar of devastating global storms has now drowned the false 
cheer from Paris and brought failure to address climate change. The planet’s 
excess heat is now melting the Arctic Ice cap even in the middle of winter. 
Unless radical measures are taken up to stop it, this Arctic heating will show 
the way to a rapid release of the methane clathrates from the sea floor of the 
Arctic and will be a sign of  another intense climate change. International 
cooperation, which would add to mitigation efforts, is now challenging due to 
“free riding”—the reluctance of any country to mitigate unilaterally, since it 
bears the costs, while the climate benefits accrue to all countries.4 The Paris 
Agreement includes a mechanism for responding in case the goals are missed 
or new scientific findings explain that efforts have to be further increased. 
This mechanism, consisting of the facilitative dialogue in 2018 and the global 
stock take from 2023 onwards, still has to provide evidence itself as a suitable 
mechanism for responding to a growing global problem in a dynamic world.5 

Scientific Challenge 

Most scientists agree that Paris is the planet's last chance saloon. Without 
immediate and radical reductions in carbon emission, catastrophic and 
irreversible climate change is likely. All nations, rich and poor determined to 
take future course of action on climate change with the sole aim of restricting 
global warming to “well below 2 above pre-industrial levels”, and to strive to 
limit it to 1.5, but restricting planetary warming to 1.5 is in fact a challenging 
task.. The inclusion of that 1.5 degree target is more of a dream than reality. 
The 1.5 target has absolutely no physical or scientific basis. It is a joke. There 
is still a huge gap between the pledges made by the members and what is 
required by science. Even if the Paris agreement is implemented and heeded 
fully, global carbon emissions will continue to increase. Although many 
countries including the U.S make commitments to cut total emissions, China, 
the top emitter, does not commit to limit its emissions until 2030. Also, India, 
the No. 3 emitter, commits only to reduce the carbon intensity of its economy, 
not total emissions.  

Carbon emissions from China and India could be doubled by 2030. 
Even with temporary slowdown of global emissions growth in some years, 
governments project global CO2 emissions to increase from the current 35 
billion tons per year to 55 billion by 2030 -- more than a 50 percent increase. 
Instead of reducing atmospheric CO2 concentration from the current 400 parts 
per million (ppm) to 350 ppm and limiting warming to 2 degrees Celsius, this 
sets a course for 450 ppm (or higher) and a 3-4 degrees Celsius increase, 
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which, as warned by noted climatologists and scientific organizations would 
be disastrous.6 In a world where collectively Intended Nationally Determined 
Contributions [INDCs] do not even ensure temperatures to rise above 2 degree 
Celsius, the 1.5 degree Celsius is patronizing and smacks of symbolism. The 
goal is in fact unattainable.  

Diplomatic Victory 

The Paris Agreement is thus nothing but a diplomatic victory for world powers 
to work towards alternative pathways to energy production. This will help 
reduce oil dependency in their economies and devise methods to drive down 
the profitability of oil, which could dry up funding for terror as well. Fears still 
loom large that much like the 1997 Kyoto Protocol, the Paris agreement too 
could suffer from a lack of implementation from powerful nations. So long as 
world powers stop digging black gold from Iraq, Africa and Saudi Arabia, the 
webs of violence, terror and climate change will entrap the entire globe in days 
ahead.7 An agreement to limit warming to 2 with no mechanism to do so is 
very feeble. An agreement to reach 'net-neural' carbon emissions by the end of 
the century appears almost valueless and allows the continual burning of fossil 
fuels. In fact, emissions reductions are only just on the table at all. From a 
political perspective, perhaps this outcome stands for “victory” for 
environmental activists initiating their next fundraising campaign. But it 
comes at cost of the environment. Most modern diplomacy carries on in small, 
self-selected groups authoritatively controlled by richer countries. The poorest 
countries of the world left out of international consideration are those which 
have done a little to create climate change, but will suffer the most from it 
without avoiding crippling climate impacts. In recent years, the richer half of 
the world has been demanding that developing nations with high rates of 
economic growth should accept legally binding emissions cuts. This approach 
does not meet the test of fairness and equity given that those who are not 
responsible for the problem are being asked to share the burden equally. 
Equity, therefore, has not been put into operation in any specific fashion of the 
agreement. The acknowledgement of climate justice pointed out in the 
preamble is bypassed, openly denying it as a universal principle. The 
agreement makes no mention of ‘Annex 1’ and ‘non-Annex 1’ countries, nor 
does it include the term ‘historical responsibilities’, leaving enough room for 
scepticism in the developing world. 
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Wrangling Over Climate Financing 

Funding was also one of the main objects of disagreement at the conference. 
The agreement however fails to make a distinction between development 
finance and climate finance, and the necessity for additional or new sources of 
climate finance. The failure to do so allows the developed world to skirt past 
their financial responsibilities. The finance part of the Paris Agreement is very 
weak without including any obligatory language to increase climate finance. It 
looks like that most countries will support a review of commitments, but only 
of emission reductions, not finance or other support for the most vulnerable 
countries.  

Sadly enough, the part which talks about developed countries’ 
obligation of mobilizing US$100 billion per year by 2020 for mitigation and 
adaptation efforts in developing countries, as well as additional finance 
beyond 2020, is not legally binding. Climate finance is the term for wealth 
transferred from developed to developing nations based on a vague and 
shifting set of rationales including repayment of the ecological debt created by 
past emissions, reparations, for natural disasters, and funding of renewable 
energy initiatives. Financing efforts to mitigate and adapt to climate change 
was a key issue before the conference even began. Developing countries are 
calling for the inclusion of specific funding targets in the Paris Agreement for 
implementation of mitigation and adaptation programs and capacity building 
and the adoption of green technologies. Already some developed countries are 
refusing to go along with such demands. Developing countries are badly 
affected by budgetary restrictions. Their fiscal revenues are shrinking while 
their scope of socio-economic programs demands more resources. The World 
Economic Forum estimated that up to US$5,7 trillion per year may be needed 
in climate finance. The sheer size of this investment is alarming, to say the 
least.8 The interests of the rich and poor countries just don't meet on one issue. 
The poor nations are not going to give up using cheap fossil fuels to strengthen 
their economic growth unless the rich states agree to give huge sums to them 
annually. Further, the rich countries are not in a mood to pay billions to 
corrupt governments of the developing world. On the other hand, the latter is 
not ready to make any commitments until they see the money. They are also 
declined to allow anyone monitor and assess their prior commitments. The 
developed countries hold the view that developing countries should have to 
contribute more to climate action. The moral tenor of global climate 
governance has moved away from the principle of common but differentiated 
responsibility toward a perverse common but shifted responsibility. 
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Empty Rhetoric 

The sum total of national pledges by 189 nations is unlikely to keep 
temperature “well below 2 degrees C” compared to pre-industrial levels, 
leaving alone the aspirational target of a 1.5° C limit.. The promises on 
emission cuts by 2020 would be a distant dream as the developed world 
continues emitting large quantity of green house gases to the atmosphere. A 
majority of nations, accounting for roughly 91% of global emissions, have 
submitted climate pledges. Many, including those of all developed countries, 
feature commitments to curb greenhouse-gas emissions. Others, from 
developing countries, concentrate on sustainable development and adaptation 
to the impacts of rising temperatures. Many developed countries have received 
a free pass and there were no real consequences for those that did not live up 
to their obligations. Countries are above all committed only to communicate 
and maintain plans described in slippery language, as “nationally determined 
contributions”. No mechanism is set up for setting a global carbon price. To 
get the world’s countries to agree to action in response to a shared danger 
seems both remote and doubtful to many of those now living. The provision of 
needed finance is an aspiration, not a bankable commitment. The entirely 
voluntary pledges announced by countries in Paris will set the world on a path 
to warming of 2.7 or more. Even an optimistic reading of this kind of follow-
on action to limit warming to 1.5 suggests an extraordinarily tough road ahead. 
The Paris agreement falls far short of an adequate plan to make this a reality. 
There is no obligation on their part to keep global warming below 1.5 degrees. 
They have paid only lip service to the urgency of real action to stop climate 
change but it is yet to be seen operationally . The current efforts by global 
leaders fall woefully short of what is required and what the public demands. 
Briefly speaking, the agreement makes available enough freedom to individual 
countries in giving details on emission cuts and progress on climate action, 
making the legal structure somewhat empty. The major threat to the Paris 
agreement may come not from the intractability of domestic environmental 
policies in major economies of the West, but from their unwillingness to 
address pre-2020 actions.9 The pledges made by signatories to the Paris 
Agreement would not be enough to keep global warming levels below the 
danger threshold. To find a strong political will on climate change was very 
hard to find in the summit. 

Lack of Domestic Momentum 

Domestic political support in many countries is not strong enough to ratify the 
negotiated measures. Domestic factors like the values of the political party in 
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government, economic considerations, business and other elite preferences, 
public opinion etc typically have a potent influence over states’ positions 
during international climate negotiations and the implementation of 
international agreements as well. It has perhaps a much powerful influence 
than international factors. International agreements are not always converted 
into domestic momentum. The developed and developing countries alike are 
still relying upon the burning of vast amounts of fossil energy to speed up 
economic growth. In the meantime, fossil fuel companies still occupy a big 
role in setting national and international priorities and policies. Breaking the 
hold of fossil fuels is not just a technological job. It is also an immense 
political and social undertaking. Rich countries are no longer anticipated to 
bear the load of cutting carbon emissions in the South with contributions of 
$100 billion a year to underdeveloped countries. Targets set the goal, but not 
the means for reducing emissions. Domestic policies are required to curb 
pollution. National legislation is called for to ensure the successful 
implementation of the agreement at all levels, internationally, nationally and 
sub-nationally. A country’s signature on the agreement initiates the critical 
domestic process, on which its final entry depends upon. Each country and its 
citizens must find its own way to achieve a deep, timely and just transition. In 
many countries, ratification requires domestic political processes within 
parliaments to occur. In some circumstances, this could take years. Nations 
will still need to ratify the treaty domestically. In such context, it is a difficult 
task to make the Paris deal an international law. To prevent the worst impacts 
of climate change depends upon wholesome and wholehearted support of the 
national governments. 

Corporate Interests 

This summit features a toxic combination of naive hope, power politics and 
corporate lobbying. There is plenty of hype every year but very little happens 
at climate summits. There is more powerful presence of corporate lobbyists, 
who have been remarkably successful in diverting attention away from their 
own unsustainable business practices and towards false solutions. It is the only 
fossil fuel company whose influence is growing gradually. The event has more 
than 50 corporate sponsors. They include the likes of Google, 3M, Puma, and 
IKEA. Corporate participants get direct access to top-tier diplomats. Several of 
the Paris COP's corporate sponsors have direct ties to the fossil fuel industry. 
They are more concerned with publicity than with their carbon footprint. The 
creeping influence of corporations over the last two decades of climate 
negotiations has made diplomats overly sensitive to business-friendly 
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solutions. Big corporate polluters associations have succeeded in infiltrating, 
undermining, and subverting and weakening climate policy. COP21 resembles 
a trade fair for dirty companies. Fossil fuel companies and their financiers 
sponsor the talks and high-profile green washing events are found everywhere. 
Voluntary, non-binding partnerships with business are being portrayed as 
positive outcomes, while public money meant for the developing countries, the 
most vulnerable and least responsible for climate change, is being moved 
slowly in a particular direction to multinationals to get much advantages from 
their investments. And business-friendly techno-fixes and market-based 
solutions are gaining acceptance. The companies and their lobby organizations 
persuaded western governments that if stronger emission controls were 
launched, then many thousands of jobs would be lost. To the surprise of many 
participants, Shell Oil was allowed to speak at the main session about its 
favorite way of fighting carbon emissions—carbon capture and storage (CCS), 
a still unproven technology. Another oil giant, Chevron, was permitted to 
sponsor side events inside the negotiations. No wonder the energy giants 
wanted to block emission regulations. 10All things were left in the hands of 
profit-motivated multinationals with a systemic vested interest in continuing to 
pollute, and profit from it. 

Sidelining of Environmental Refugees 

Numerous demands were made to include ways to tackle climate migration in 
the final agreement of Paris which contained recognition of the threat posed by 
climate change to livelihoods and human safety, and environmental refugees 
or migrants affected by climate change; providing technical and capacity 
building support to national and local initiatives tackling such displacement; 
and developing suitable policies to manage loss and damage by addressing 
climate change-induced displacement. However, the Paris Agreement falls 
noticeably short of these expectations. Some mentioned this agreement 
referring in an indirect way about the rights of migrants in its Preamble. 
Others described it as a feeble attempt at appreciating the importance of this 
crisis. There is also little follow-up in the text of the agreement to deal with 
this problem. Ignoring the status of environmental refugees endangers their 
survival .The agreement, in Paragraph 50 of the Loss and Damage section, 
makes a task force to build upon existing work and develop recommendations 
for addressing climate migration. But this carries no meaning on account of 
two main reasons. First, the recommendations of the task force have no 
binding authority; and second, no details are provided on its functions, 
operations, funding and other aspects. This ambiguity further reduces 
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confidence over a period of time in the practical capability of this task force to 
address climate migration successfully.11 

Less Emphasis on Loss and Damage 

The term loss and damage turns out to be one of the most hotly contested 
issues in the negotiations for the new agreement. Loss refers to irrecoverable 
negative impacts of climate change, such as loss of freshwater or culture or 
heritage, while damage describes climatic impacts that ecosystems and human 
institutions can recover from, such as damage to mangroves from storm surges 
or damage to coastal infrastructure from violent weather events. Loss and 
damage includes impacts from extreme events (such as heat waves, drought 
and flooding), as well as slow-onset events with the potentially greatest long-
term impacts, including salinization, rising sea levels, desertification, and 
retreat of glaciers. One recent study projected the potential cost of loss and 
damage at an astounding US$275 trillion between 2000 and 2200. Moreover, 
this doesn’t include noneconomic losses, such as cultural disintegration 
through relocation or loss of indigenous knowledge.12 Many developed 
countries sought to exclude loss and damage from the agreement. Some 
contended that it was best addressed under the rubric of adaptation. The 
wealthy countries have already pledged $100 billion to a Green Climate Fund 
for adaption and mitigation of climate change. Many others expressed concern 
that it would ultimately lead to claims for compensation or liability for climate 
change damages.  

But, importantly, the text is weakened by the US and EU text that 
explicitly precludes the concepts of liability and compensation. Loss and 
damage, financial commitments and technology transfer are being pushed 
aside during the closed ADP sessions. Unclear also are the provision on loss 
and damage, which in UNFCCC parlance means assistance to States for the 
harm they will inevitably suffer because mitigation and adaptation have been 
too little and too late. The commitment to loss and damage is something for 
which developing States, particularly small island States, had fought hard. At 
the same time the United States did not want to be put in a position where it 
might have to pay for the damage it had caused by centuries of over polluting 
the air more than any other nation. Moreover the Paris Agreement is unusual 
among treaties in the sense that it includes more aspirational statements than 
legal obligations.13 Most ambiguous and elusive are the actions to be taken 
under the Paris Agreement on the critical issue of mitigation or how much 
States will cut down their emission of greenhouse gases. Both developed and 
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developing States now have obligations concerning mitigation but concerned 
only with reporting and no real action in true sense of the term. The emissions 
from global shipping and aviation are not included in the agreement. The false 
solutions arising out of vague references to technology and action may 
develop detrimental social and ecological implications. The protection and 
enhancement of ecosystems has received only loose attention in the final 
text.14  

Dominance of Geo-Politics 

The Paris deal reveals a permanent well-built interconnection between 
economic situation, geopolitical power and the justice claims. The Paris 
climate negotiations also reflect core differences between countries. India and 
South Africa made an attempt of alliances of developing countries so as to 
condemn the United States of undermining the fundamental negotiating 
principle of equity. The United States and the European Union talked up the 
emergence of an informal “high-ambition coalition” between countries 
standing on both sides of the traditional rich-poor divide. Climate change 
negotiations are often portrayed as a kind of environmental cold war between 
the developed and the developing countries. Countries’ interests are likewise 
too varied and diverse. Oil producers, forested nations, high-tech trading 
centres, and low lying or desert countries all have distinct interests to protect. 
The developing nations demand that developed countries should lend a hand 
to poorer countries because they had “historic responsibility” for emitting 
more carbon, and growing rich, in the past. However, underneath the smoke of 
battle, the final geometry of alliances proved to be dominated, at least, by the 
“High Ambition Coalition.” There is now a core majority of countries in the 
United Nations Framework Convention on Climate Change [UNFCCC] who 
see their core national interest as enlarging global efforts to manage climate 
change, even at the cost of aid funding or strict equity in the deal. For them, 
the benefits of putting off dangerous climate change clearly prevail over the 
costs of phasing out fossil fuel use. These national interest dynamics, not 
abstract principles, are the political foundation on which the Paris Agreement 
is built upon.15 .The big rift right now is between the U.S.-led umbrella group 
and others bloc of developing and less developed nations, who are at the 
receiving end of the climate change impact. In this agreement, nothing is 
going to happen because nobody looks beyond their own national interests.  
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Neglect of Humanity’s Interests 

Climate change is the biggest moral challenge for humanity. COP21 
agreement keeps out poor and fails to put humanity’s interests above short-
term goals. Oxfam called the deal “a mixed bag”, arguing that governments 
had failed to put humanity’s interests above “narrowly defined and short-term 
interests”, and that the lack of a pathway to keep temperature rises below 1.5C 
above pre-industrial levels. Harjeet Singh said the poor had been excluded: 
“What we needed out of Paris was a deal that put the poorest people first. 
What we have been presented with doesn’t go far enough to improve the 
fragile existence of millions around the world.” Clodagh Byrne warned that 
older people were left out, despite the fact that they are more vulnerable to the 
effects of high temperatures, being more likely to die in heat waves than 
younger adults, and at greater risk of death in the event of extreme weather, 
such as floods or storms, as they were less able to escape. Given the 
disproportionate impact that climate change is already having on older people, 
it is shocking that no specific concern has been given to them in the text.16  

Biting of Reality 

The political panic over climate change at last begins to collide with inevitable 
realities. The reality of climate change grows worse and tells a different tale. It 
is in fact going to be a far reaching possibility for the world to deliver a 
package of measures that will result in limiting global temperature rise to well 
below 2C (3.6F), let alone 1.5C, above pre-industrial levels. Finance 
departments of governments around the globe are going to have to put 
decarbonisation at the heart of their fiscal policies. Past evidence brings to 
mind that this will be a strenuous task. By now , it has at best been on the 
margins and as soon as there have been slight unsteady movements in 
economic activity, green policies have either been put on the back or removed 
from statute books altogether. Lip service and nods, accompanied with slight 
changes will not be suffice to deliver the aims of the Paris Agreement. 

Among two existing realities, one is “differentiation”, which sees 
countries having varying levels of responsibilities and actions depending on 
their status. Some developing nations are of the view that they should be 
exempted from emissions curbs until they reach a certain economic standing, 
since Western countries were able to power their progress with fossil fuels. 
The other one reality is money. Who is going to pay, how much and to who? It 
is right that the richest countries should render their assistance to help poorer 
ones. But cash should not be dished out without guarantees. Funding must be 



Keshab Chandra Ratha : Paris Climate Deal: A Bumpy Road Ahead         79 

 

 
 

fair and fully transparent. Countries receiving support would have 
accountability for it, with heavy penalties for misuse of financial support or 
failure to abide by green obligations. 

Apart from it, two sobering scientific realities that weaken the 
effectiveness of even the most ambitious emissions reduction plans. The first 
is emissions of carbon dioxide, the greenhouse gas of greatest concern, 
accumulate in the atmosphere and remain there for centuries as they are slowly 
absorbed by plants and the oceans. The second scientific reality arises from 
peculiarities of the carbon dioxide molecule. That the warming influence of 
the gas in the atmosphere changes less than proportionately as the 
concentration changes. These two scientific realities make emissions 
reductions a sluggish lever for limiting human influences on the climate. At 
the same time, societal realities work together to make emission reductions 
hard. Energy demand, which is strongly correlated with rising incomes and 
living standards, is expected to grow by some 50 percent by midcentury, 
driven by economic progress in developing countries and by population 
growth to about 9.7 billion people from the current 7.3 billion. Fossil fuels, 
which are not running out anytime soon, supply over 80 percent of the world’s 
energy today and are usually the cheap and most suitable means of meeting 
growing energy demand. These scientific and societal realities go together to 
make stabilization of the atmospheric concentration of carbon dioxide, what to 
speak its reduction, a far-away prospect.17  

The Call of the Hour 

In terms of responsibility, developed countries have to continue to take the 
lead for the reduction of greenhouse gases and developing countries are given 
confidence to increase their efforts so as to cut emissions. Some impacts of 
climate change are inescapable and international cooperation can play a 
central role in helping countries adapt to climate change. And the agreement 
should have a need of a five-year review process so that governments can 
make out wise methods for the upcoming major climate summit, 2020. The 
announcement in Paris of “mission innovation” to accelerate advances in clean 
energy — based on the idea of “a global Apollo programme”, could be a game 
changer. One of the first challenges in this respect will be to make stronger the 
commitments of the parties, as the combined effect of their current 
contributions would bring up the temperature far more than 2°C. A truly 
global coordination and increase of carbon prices can only occur if an 
effective burden-sharing scheme is implemented. To engage developing 
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countries, transfer payments are necessary. A particular country would receive 
international support if they accept a national carbon price. To augment the 
INDCs by using the review mechanism built into the Paris Agreement is 
thought by many to be the single most important element of the agreement. Of 
course, these increases would have to be supported by domestic policies. The 
other acute problem is carbon capture and storage (CCS). The Paris 
Agreement pledges net zero greenhouse gas emissions after 2050. There is no 
pathway to this that doesn’t involve “net-negative” emissions, because there 
will still be some greenhouse gas emissions. The least-cost option is to start 
investing now in the right technology. The International Energy Agency has 
argued that if we want a zero-carbon economy in 2050, or at least one that is 
close to zero-carbon, we need to make zero-emission investments today, 
because it takes a long time to turn over the existing investment stock.18 

A proposal should be initiated for international recognition of climate 
refugees. As of now, no international treaties, protocols that provide protection 
for climate refugees are made so far. Formal recognition of interests of climate 
refugees would endow them with protections under international law, 
including a right to self-determination, as well as assistance to mobilize 
resources to look after refugee interests. The parties to the Paris Agreement 
went for only a task force to make suggestions on how to address climate-
related population displacement. Given the urgent and steadily growing threat 
of climate displacement, the parties should smoothen the progress of national 
acceptance of displaced persons. While some populations displaced by climate 
change may in due course be able to return to their homes, most ultimately 
will not. A permanent solution calls for an international treaty framework that 
recognizes environmental refugees and the obligations of nation states in 
finding ways to help them within their territories. There is little discussion on 
steps to be taken by the three largest emitters [U.S.A, China and India] of 
greenhouse gases. The absence of such discourse is ironic given that the three 
countries are predicted to suffer extremely from climate change-induced 
migration, resulting in large-scale displacement of their own populations. 
Therefore, finding an international resolution to this problem is the need of the 
hour before the ensuing harm becomes irreparable for their collective 
interest.19  

In exchange for small regular premium payments, micro-insurance 
policies have the potential to protect low-income people against specific 
threats, include climate-related perils such as crop losses and flood damage to 
infrastructure. As insured households and farms are more trusted to pay back 
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money, insurance can also promote investments in productive assets and 
higher-yield crops. The centre of attention now should be on increasing more 
pilot programs to test the efficacy of such programs, and to conduct cost-
benefit analyses. A provision to take stock on loss and damage every five 
years, already built into the Paris Agreement for other issues, should be 
established to ensure seriousness. The future of some of the world’s most 
vulnerable countries remains in troubles though they are least responsible for 
the greenhouse gas emissions. At some point, principles of justice and equity 
might necessitate for a system to compensate them for their losses. For that 
reason, U.N. negotiators ought to pay heed on ways to move beyond words to 
action that can address perhaps the most crucial aspect of climate change.20 
The summit is to be an inclusive space for all voices to be heard. 

The Paris agreement demands a closer consideration of so-called 
“climate engineering” or “geo –engineering” schemes by laying increasing 
attention on solar radiation management (SRM) or albedo modification 
technologies. It is a class of speculative response that might cool the planet by 
reflecting some amount of solar energy back into the space before it can be 
trapped by the greenhouse gases in the atmosphere. Leading SRM proposals 
include depositing reflective sulfate particles into the stratosphere or 
increasing the reflectivity of marine clouds via the introduction of saltwater 
droplets. Regrettably, such ideas have to this point been confined to the border 
of the climate change conversation that need to be changed. Energy transition 
is very important but not so easy. To put it bluntly, there is no simple “one-
shoe-fits-all” approach to the successful implementation of climate 
technologies .The post-Paris moment calls not just for ambition, but also an 
honest appraisal of all the potential tools available.  Honest evaluation will 
give way to much anxiety and disagreement. Better than proceeding from a 
position of ignorance may augur well.21 The key now is turning words into 
concrete action. The task is to ascertain that the ambition shown in Paris is 
matched by performance. 

Regular interaction among nations, particularly in a global, public 
arena, could be helpful and supportive to build new shared understanding or 
even create institutions toward a common future. Instead of continuously 
wrangling over emission goals, the international community should simply 
concentrate on a global price for carbon emissions and observe the principle of 
reciprocity. A reciprocal approach is highly in need to make the Paris climate 
summit a grand success. More is required than mere international 
commitments at the national level .However, the need of the moment is to 
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have a stable, long-term and predictable policy framework to encourage the 
rapid development and diffusion of green technologies. Public finance is a 
critical element, but it has to be complemented with private financing. Carbon 
markets and flexible mechanisms such as an improved Clean Development 
Mechanism and possible sectoral crediting mechanisms can help provide 
financing for low-carbon investments, particularly in developing countries, at 
the same time lowering the cost of achieving agreed emissions reduction 
targets. 

The parties do want to succeed in creating a ‘Paris Package’ (legal agreement 
and complimentary decisions passed by the COP), and the process remains 
only optimistic .Many of the critical details are undecided, such as how the 
NDCs are to be anchored, and how compliance and transparency mechanisms 
are to be conducted or administered. Much will depend on what can be agreed 
between the parties prior to, and at Paris, as well as during the five-year 
interim period between the finalization of the agreement and its operation. 
There is still a long road ahead to a legally enforceable climate treaty. The 
easier problems are solved but the harder ones still remain.  

Equity concerns have been particularly prominent in discussions of 
climate finance within the UNFCCC and could pose a challenge to reach an 
agreement in Paris. Well-designed and credible institutions, laws and policies 
are basic necessities for ensuring that finance and technology are used 
effectively. The potholes of the obstacles on the road to summit are 
institutional, regulatory, financial or technological — and these are often 
important and intertwined. Other hindrances are distributional and political. 
The best feedback is to affirm that reform processes and policy packages are 
structured so that they are transparent, inclusive of under-represented interests, 
and equitable. In poorer countries in particular, this means designing policy 
reform packages that also help reduce poverty as well as emissions. A further 
precondition of sound decision-making is thus attentiveness for configuration 
of interest and power, and to questions of legitimacy and equity.22 The 
implementation of the pledges by most countries depends on financial and 
technological support from the developed world. 

Now the time demands a collaborative partnership between 
governments, cities, businesses, investors, non-governmental organizations 
(NGOs) and citizens to cut emissions quickly and assist vulnerable nations 
adapt to crippling climate impacts and build their own clean energy and 
sustainable futures. All have a crucial role to play in implementing the Paris 
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Agreement aptly on climate change. The major role of civil society 
representatives is considered significant for their courage, persistence and 
leadership in realizing the Paris Agreement and calling on them to carry on the 
fight to press for action and to hold governments accountable. The Paris 
Agreement will benefit from such forms of climate leadership, and it can play 
an important role in providing a supportive environment in which innovative 
initiatives can be encouraged and nurtured.23 It is not the sole duty of the 
actors in the international climate negotiations to turn their promises into 
performance. Successful climate protection calls for transformative alliances 
that involve other policy processes, sub-national actors, businesses, investors 
and civil society through the multi-level governance system. The summit in 
Paris deserves to provide the confidence to ramp up the ambition contributing 
strongly to the success of the summit. Broadly speaking, the Paris summit 
provides a better scope to build an understanding not only of the threats and 
risks posed by climate change, but also of the great opportunities that arise 
from the transition to a low-carbon economy. Rich countries should set strong 
examples for that end.24   

Strengthening and modifying public investment frameworks are 
urgently required since the public sector is responsible for shaping investment 
decisions and setting the regulatory environment for the building and 
operation of infrastructure. It is warranted by time to revamp the financing 
framework for sustainable infrastructure, especially for developing and 
emerging economies. Now an urgency is felt to build a stronger platform for 
cooperation and actions on technology and on building more efficient and 
sustainable infrastructure. A collaborative effort is necessary to bring together 
all actors: of governments, from ministries of finance to ministries of en-
vironments to local governments and mayors; of international institutions, 
including the multilateral development banks, the United Nations, and the G-
20; of the private sector that will have to play an increasingly significant and 
responsible role; and of other non-state actors from civil society, to foun-
dations to the global citizenry at large. Paris can also give a forward motion to 
complementary areas of action such as protecting the world’s forests and 
restoring degraded land and taking tangible steps to protect the most 
vulnerable countries and populations from the detrimental impact of climate 
change.25  

The stupendous task at Paris is not to set more one-off emissions 
targets. It is to overcome the wrong perception that economic development is 
automatically in conflict with climate action. If the leaders congregated in 
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Paris can accomplish this, it will be a job well done. The Paris agreement calls 
on non-Party stakeholders -- private sector, cities and other sub national 
authorities, etc. to scale up their efforts and support actions to reduce 
emissions and/or to build resilience and decrease vulnerability to the adverse 
effects of climate change. Climate justice must be firmly established in the 
rules of the new climate compacts. The crucial question in days ahead will, 
therefore, be how resources, technologies and regulations are made use of 
supporting the victims of climate change.26 

A uniform carbon price is extensively recognized as the most cost-effective 
way to control emissions. A common price commitment would make use of 
self-interest by associating it with the common good. But a global price does 
not automatically result in acceptable burden sharing. A Green Climate Fund 
will be needed to transfer funds from rich to poor countries. To minimize 
disputes, the objective of climate-fund transfers should be to maximize the 
global price of carbon. This can be put into practice in a way that raises the 
spirit of rich countries to be liberal and kind enough and poor countries to vote 
for a higher global carbon price. There is an urgent need to deal with the 
yawning gap between the pledges and the ultimate goals. To close up that gap, 
the accord calls for new, increasingly ambitious pledges to be submitted every 
five years, informed by "stocktakes" starting in 2023 and a facilitative 
dialogue in 2018. Developed countries are recommended to take the lead by 
undertaking economy-wide absolute emission reduction targets, and 
developing countries are called upon to carry on increasing their mitigation 
efforts.27 

Success demands a common commitment, not a patchwork of 
individual ones. Negotiations have to be planned to realign self-interests for 
promotion of cooperation. A common commitment can give surety to 
participants that others will go with their efforts and not free-ride. Climate 
change has been widely viewed as a middle-class concern. New ideas are to be 
evolved to make it definite that it is actually about global justice. There must 
be a greater keenness to entertain a range of voices from the global South. The 
resulting inaction causes a death sentence for several countries, particularly 
small island nations such as Kiribati, which will vanish under rising sea levels. 
Other countries will see falling crop yields and rising drought, which threaten 
to kill millions of people. The morbid sufferers of climate change are those 
who disproportionately live in the global South. The injustice of climate 
change, largely caused by the rich white people and the impact most severely 
felt by poor black and brown people is a state of continuing colonialism. The 



Keshab Chandra Ratha : Paris Climate Deal: A Bumpy Road Ahead         85 

 

 
 

climate justice movement is not only growing, it is evolving. There is still a 
long way to go, but the movement is increasingly making the links between 
environmental, social and economic issues. There is the need of a tough and 
urgent action to deal with climate change before it becomes too late. A little 
delay in such a global concerned issue may cost dearer to us. Tangible action 
remains the only real solution to dangerous climate change. 

To make the agreement endowed with success, countries require 
investing in its implementation. A coalition of willing countries needs to take 
responsibility for joint research into “game-changing” technologies, i.e 
removing CO2 directly from the air. Such a technology seems to cost a lot of 
money, but the combined action needed to develop and apply it on a large 
scale is potentially easier than trying to change behavior worldwide.28 
Working together within the purview of an agreed, transparent legal 
framework, will show a pathway to limit global temperature rise to less than 2 
degrees Celsius – the internationally agreed goal. In addition to it, the 
inclusion of a credible finance package is the need of the hour. 29 The national 
policies, technological innovation and many other factors are key to its 
success. Optimism and determination are essential to fulfill the functions of 
the Paris agreement.30 The success of the summit revolves around its core 
mechanism of five yearly reviews  and its proper working. For this to come 
about, a strong transparency framework for the reporting and verification of 
emissions reduction pledges and their national implementation are urgently 
called for. Apart from it, much depends upon whether climate leaders are 
ready and able to push for more ambitious policies, invest in green 
technologies and chart the way into a low-carbon economic future.31 “The 
political momentum that was captured in Paris needs to be maintained.”32 
Most of the elements of the Paris Agreement demands more detailed study in 
the years to follow till its implementation based upon the ratification of 55 
countries accounting for 55% of global GHG emissions.33 Credibility is the 
most vital factor for building trust among negotiating parties which will 
facilitate to increase the ambition of pledges over time.34  

A major feature of the Paris architecture that will encourage greater 
ambition over time is cost-effectiveness. To increase the cost-effectiveness of 
the new system, a key attribute will be connections among regional, national, 
and sub-national climate policies.35 It is the moral obligation of the richer half 
of the world to use the Agreement to liberally share its prosperity and 
technology by acquiring the support of vulnerable and poor nations in Paris. It 
would be rather inhuman if the climate pact is regarded as a business 
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opportunity to stimulate a wave of growth for a few. Now the onus devolves 
on the developed nations to become a harbinger of ecologically balanced finer 
world to bring about a conducive living structure for the human species. The 
Paris agreement could include provisions for encouraging parties to provide 
domestic opportunities for wide public participation, particularly from affected 
groups such as young people, indigenous groups, workers/unions, and so on.36 

What really matters is not the Paris agreement, but what follows after that. It 
can turn out to be with flying colors only if an adequate amount of financial 
and human resources are dedicated to the task. It is the need of the hour to 
work together to get hold of this great opportunity and turn the collective 
vision into collective reality. The Summit can turn into a success in view of 
the fact that the national action plans are backed by a system of five year 
reviews, bolder commitments on climate funding, a resolution to the on-going 
row over climate-related loss and damage, substantial progress on the wider 
use of carbon pricing, and, perhaps most significant of all, an open 
commitment to full decarbonization of this century. To deal with the impacts 
of climate change requires indispensability of turning billions into trillions. A 
bottom-up approach based on each countries’ voluntary pledge may indeed be 
the only realistic way forward.  

The real solution comes from the bottom up. It lies in extending a 
supporting hand to the emerging energy democracy movement at the cost of 
the polluting industries that adheres to outmoded high-carbon business 
models. The summit should call for harnessing modern technology to make it 
available so cheaply that more people than ever will be able to enjoy the 
comforts as enjoyed by the West. To realize this vision, however, the 
corporate vested interests need to be driven out from the way.  It is very clear 
that the gap between developed and developing countries on the mechanisms 
for implementing the Paris Agreement still large, and it needs to be a greater 
effort to reach a consensus on many points of difference. The Paris agreement 
should demand an international technical conference on how to turn today's 
research measurements into tomorrow's planetary vital signs.37 Strict 
measuring, reporting and verification mechanisms are yet to be agreed. Only 
time and the implementation of commitments are the deciding factors for the 
durability of this new alliance in practice. A concerted action from everyone, 
in every corner of the globe, from all sectors of the society is the call of the 
hour to make this accord a successful one. A permanent departure from the 
fossil fuel age towards rapid de-carbonization of the world economy demands 
a broad coalition of public and private actors. The key to the success of the 
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Paris deal depends upon global peer pressure and apposite steps to be taken by 
future governments. The real test of the summit counts much on the 
seriousness of the world community to deal with the climate change. 
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This article offers an analysis of the monetary cooperation in the context of 

Renminbi internationalization (RMBI) between Euro area and China and 

attempts to show key European states’ rent seeking in the arrangements based 

on their distinct domestic variations. With a federal system and emphasis on 

the real economy, the Sino-German cooperation has been more pioneered by 

the federal government while the central government in French and 

Luxembourgish cases has been the core cooperation promoter because of the 

importance attached to the international financial center (IFC) and financial 

industry. Moreover, given India’s role throughout Asia and beyond, this article 

ties these developments into an assessment of lessons learned for short and 

long-term cooperation between Sino-Euro zone monetary regimes. This study 

suggests that the Sino-Euro zone monetary cooperation is not able to 

contribute to China’s monetary growth largely in the short-term, but foreign 

countries’ need-driven monetary cooperation in the context of RMBI may 

create a solid basis for RMB’s international use, which may impact the power 

relations between China and India to some extent. 

Keywords: Monetary Cooperation, Renminbi Internationalization, China, 

Euro Zone, India 

 

Introduction 

Over the last decade, especially following the 2008 financial crisis, the U.S. 

has adopted a series of quantitative easing (QE) measures, leading to the 

devaluation of dollar and the shrinkage of foreign countries’ dollar reserves, 

such as that of China. With this, the US monetary policy appears to have lost 

                                                             
 Ph.D Candidate, School of International Relations and Public Affairs, Shanghai 
International Studies University, China 



92 Indian Journal of Asian Affairs- 2019 

its credibility among global investors. For China and other states around the 

world, dependence on the US dollar as a vehicle for valuation and settlements 

in cross border trade and investment impacts asset security and economic 

autonomy.1 China’s US dollar reserves directly led the second-largest 

economy to, what Paul Krugman proposed, the “Dollar Trap.”2 In response to 

the reality of the dollar- reserve level, the Chinese government began to 

implement the Renminbi Internationalization (RMBI) process, which aims to 

alleviate China's dependence on the US dollar and trade related 

vulnerabilities.3Since 2009, RMBI has taken root globally through the 

issuance of the Measures for the Pilot Management of Cross-border RMB 

Settlement and the establishment of swaps with foreign central banks. As of 

2019, China and other countries have established a series of monetary 

arrangements such as swap line between central banks, clearing memorandum, 

and grant of Renminbi Qualified Foreign Institutional Investor (RQFII) Quota. 

Specifically, 37 established Swap Line arrangements between foreign central 

banks and the People’s Bank of China (PBOC) have been established, while 

the PBOC granted 18 countries in excess of 1,74 trillion yuan RQFII quota in 

the 2011-2018 period.4 In addition, there has been an increase in the founding 

and operation of Renminbi clearing banks throughout Europe, Africa, Latin 

America and Asia.5 These cooperative arrangements were signed, in part, to 

reduce dollar dependence and to improve renminbi and foreign currency use, 

as well as to facilitate the distribution of international currency usage around 

the world. For example, from 2011-2019 the share of Renminbi international 

payment per value has risen from the 17th to 6th, stabilized at 5th to 8th in recent 

years.6 In addition to the swap line between the European Central Bank (ECB) 

and the PBOC that was established in 20137 and extended in 20168, three euro 

zone member states namely Germany, France and Luxembourg have taken 

further moves and reached bilateral monetary arrangements with China.  

It is significant to pay attention to the motivation behind and the processes 

of the euro zone states’ monetary cooperation with China. As the largest 

economy and a major power as well as one of the most important trade 

partners of China, the euro zone forms a critical area for exploring intentions 

and interests around RMBI, providing insights on RMBI’s determinants and 

effects. Germany as a crucial economic power, France with political 
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leadership and ambition, and Luxembourg as a world-class financial specialist 

in the Euro zone constitute ideal cases for such study. As such, this article 

provides in-depth analysis of German, French and Luxembourgish motivations 

behind the Renminbi arrangements, and specific cooperation process in each 

state. This study suggests that Sino-Euro zone cooperation may exert influence 

on the currency power growth of China and the power relations in Asia. By 

taking a comparative perspective on these arrangements, the author considers 

a demand-side explanation and in order to specify the determinants as well as 

the effects of RMBI. In so doing, the article adds empirical research to IPE 

research concerned with China’s role in the world economy and the impact of 

foreign countries’ reaction to the currency internationalization.  

Table 1 Monetary Cooperation between Germany, France, Luxembourg 

and China 

 Cooperation 
Actors 

Motives & 
Interests 

Results 

Germany Local 
Government 
(Lead);  
RMB Initiative 
Group 
(Support); 
Central 
Government 
(Back-up);  
Market Oriented 

Develop German 
Real Economy; 
Promote bilateral 
Exports & Imports; 
Upgrade Frankfurt 
Financial Center. 
 

￥80 bn RQFII 

Quota (2014);  
Clearing Bank 
(Bank of China, 
2014); 
1st Cross-Board 
RMB Payments in 
Eurozone (2018). 
 

France Central 
Government 
(Lead); 
Central Bank 
(Initiate); 
Paris Euro-place 
(Support). 

Solve Domestic 
Economic Growth; 
Address the 
Unemployment 
Problem; 
Develop Paris 
Financial Hub; 
Promote the Role of 
French banks in 
Sino-Africa Trade 

￥80 bn RQFII 

Quota (2014); 
Clearing Bank 
(Bank of China, 
2014); 
7th Offshore RMB 
Economies (1st in 
Eurozone, 2019).  



94 Indian Journal of Asian Affairs- 2019 

Luxembourg Central 
Government 
(Lead);  
Luxembourg For 
Finance LFF 
(Support); 
Luxembourg 
Grand Duke 
(Support). 
 

Diversify 
Luxembourg 
financial Products; 
Strengthen 
Luxembourg RMB 
Business Capacity. 

￥50 bn RQFII 

Quota (2015); 
Clearing Bank 
(ICBC, 2014); 
First Global Use of 
RMB Cross-Border 
Interbank Payment 
System (CIPS, 
2015); 
1st Global 
Investment Funds 
Invested in 
Mainland China 
(28.2% share, 2018) 

Data Source: PBOC, 2018 RMB Internationalization Report; SWIFT, RMB 

Tracker Report Sep 2019; LFT, RMB Business 2018. 

The article is organized as follows. The first part argues how and why 

Sino-German cooperation has been achieved, while the second and third parts 

respectively cover French and Luxembourgish domestic variations’ role in 

monetary cooperation with China. The fourth part provides conclusion on the 

Sino-Euro zone monetary arrangements and highlights its significance in 

assessing regional power relations in Asia. The last section elaborates on the 

impact of Sino-Euro zone monetary arrangements on India. 

German-Sino Monetary Cooperation 

Under the federal regime, the Hessen state has been endowed with enough 

autonomy and authority in pursuing gains through RMB cooperation. Due to 

the contribution of real economy to domestic economic growth, the federal 

government has less valued the German financial market. That is why, the 

Hessen government has championed German-Sino monetary cooperation, 

while the federal government has played a less impressive role in this context. 

A key domestic factor, in the case of RMBI with Germany, stems from its 

unique federal set up, with state governments yielding considerable influence 

– unlike in France and Luxembourg where centralized administrations play a 
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more decisive role. Indeed, Germany’s federal system allowed for states like 

Hessen to play a critical role in advancing RMBI agreements between China 

and Germany. Though the federal government did support financial market 

development before the global financial crisis in 2008, the federal government 

has an overwhelming emphasis on the real economy but only a less emphasis 

on financial industry after experiencing an evolution of attitude towards the 

financial sector. However, with dependence and emphasis on tax revenues of 

financial market development, the Hessen state aims to strive for promoting 

the international financial center’s (IFC) development. 

Hessen’s IFC Ambitions and Perceived Economic Benefits  

Germany has long pursued export focused industrial policies that are based on 

a surplus-oriented economic model. Compared with this, financial policy-

making and IFC developments have played a less prominent role. Carl-

Ludwig Holtfrerich, a German economic historian, described German 

economic success as a form of monetary mercantilism. He states: 

As protectionist tools could not be used in this period9, when Germany 

itself was likely to profit from European and worldwide trade 

liberalization, a different way of achieving mercantilism, namely 

export surpluses, had to be found. The solution was to keep domestic 

demand restrained by monetary and fiscal policies, thus keeping 

imports and domestic inflation low and freeing production resources 

for more exports. This strategy was contingent on a system of fixed 

exchange rates, without a self-regulating gold standard including 

freedom of capital movements, in other words with scope for an 

autonomous monetary policy. The early Bretton Woods system, 

without fully convertible currencies and with restrictions on 

international capital movements, left countries the opportunity to gain 

in international competitiveness by realizing relatively more price 

stability at home than abroad […]10 

Though it was a strategy formulated by German elites in the last 50s, it has 

still been a core of the German economic model with a specific focus on low 

inflation rates, price stability and export-led growth. As this model of 
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monetary mercantilism contributed to Germany’s position as an economic 

power and a world-class exporter, the country’s financial industry remained 

less developed. From 1998 to 2008, Germany’s financial sector’s contribution 

to the economy decreased to below 4% of nominal GDP. As Graph 1 indicates, 

Germany and France are the only countries that did not experience a relative 

increase in financial industry contribution to GDP.11Moreover, Germany’s 

annual average economic growth between 2007 and 2014 has been maintained 

at 2.1%, while the growth in its financial sectors stagnated at 0.2% of GDP.12 

Thus, the German financial industry has contributed little to the German 

economy and growth from 1998 to 2014, compared with the financial 

industry’s relative higher share in other OECD countries. It also explains why 

the federal government has not valued the domestic financial industry 

development and why it did not play a leading role in RMB cooperation for 

the sake of the Frankfurt IFC. 

Graph 1: Financial Sector’s Share in GDP in OECD Countries, 1998-

200813 

 

Furthermore, prior to the 2008 financial crisis, Germany can be best 

described as a bank-based financial system, in which the federal government 

sought to support financial market developments. In fact, Germany’s finance 

ministry as well as the Deutsche Bundesbank held memberships in the 

financial lobbying organization Initiative Finanzstandort Deutschland (IFD).14 

The IFD, since 2011 defunct, lobbied for financial deregulation and 
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innovations in the financial derivatives market. Yet, since the break of 

subprime crisis and its spread to Germany, the federal government had to take 

efficient measures to save banks from bankruptcy. However, because of an 

unexpected episode the federal government ended its past favourable attitude 

towards the financial policy development completely. The chair of IFD and 

former president of Deutsche Bank Group, Josef Ackermann sent a politically 

less sensitive thank-you letter to the Chancellor Angela Merkel. In his public 

letter, he did not regard the federal government’s bailout funds as a German 

taxpayer’s investment in future financial stability, but as a private gift from the 

Chancellor Angela Merkel. Merkel, in response, kept in distance from the IFD 

and Ackermann15and imposed much stricter regulations on the German 

financial market.16 

In short, due to a series of reasons, financial industry and financial 

policies in federal governmental agenda have been placed in the secondary 

place. The federal government’s attitude towards the financial market 

development in Germany has experienced a sudden deterioration. The low 

contribution of financial industry further made federal government indifferent 

to playing a critical role in the RMB cooperation. However, to Hessen state, 

the financial industry and the IFC mean huge benefits, receiving attention and 

priority. 

For the Hessian government, Frankfurt’s success as a financial hub 

symbolizes the prosperity and growth for the state. It emphasized Frankfurt’s 

central role as a centre for international finance and its commitment to 

promote its development in its 2003 Regierungsprogramm (Governmental 

Program).17 For Hessen, the benefits of Frankfurt as an international financial 

hub are necessary to remain globally competitive while securing a tax base to 

underwrite public financing and municipal investments. Since 2003, Hessen 

has initiated plans to develop Frankfurt as a financial centre, and there has 

been the first milestone in 2008 as the state government and City of Frankfurt 

am Main jointly announced the establishment of Frankfurt Main Finance 

(FMF)18 and proposed the initiative of the International Financial Center of 

Frankfurt am Main.19 Frankfurt Main Finance is the financial centre initiative 

for Frankfurt am Main, the leading financial centre in Germany and the euro 
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zone. The initiative has about 60 members including the State of Hesse, the 

cities of Frankfurt and Eschborn, and dozens of prominent actors in the 

finance sector. Through their membership and engagement, they all 

demonstrate their close relationship to Frankfurt and desire to position 

Frankfurt amongst the top national and international financial centres. 

Frankfurt Main Finance leverages the influence of its members to advocate for 

the Financial Centre Frankfurt and provide high-caliber dialogue platforms. 

They have established connections with major international financial centers 

such as London, New York and Hongkong etc.20According to rankings of 

European financial centers (See Graph 2), Frankfurt am Main’s maintains an 

advantageous position vis-a-vis Paris and Luxembourg. Frankfurt, in fact, has 

secured a standing as second-tier financial center.21 Indeed, RMBI for Hessen 

offers opportunities to promote the development of Frankfurt IFC through 

strengthening economic ties with Asia and China and serving the German real 

economy in lowering settlement costs.22 

Graph 2: Frankfurt, Luxembourg and Paris IFC under GFCI Ranking23 

 

In addition to outlining the motivations of Germany’s federal government, 

the Hessen state and the City of Frankfurt, it is also necessary to assess the 

Deutsche Bundesbank’s role in monetary cooperation with China. As an 

independent central bank, the Deutsche Bundesbank adheres to secure an 

objective of price stability. Given its strength within the EU, as part of the 

Eurosystem, it has emerged as an adamant proponent for a culture of price 

stability across Europe and especially following Europe’s sovereign dept 

crises.24 Today, Germany’s central bank is equally focused on managing 

monetary policy to meet inflation targets. As such, and given its independent 

attribute, Deutsche Bundesbank did play a technical role in dialogue on 
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clearing system design with PBOC, 25but barely could be counted as one of the 

major German promoters regarding RMB cooperation.  

RMBI in Germany: A Hessen Government-led and Federal Government-

backed Process 

In the seminar of RMBI held in Frankfurt, the Economics Minister of Hessen 

State, based on a Commerzbank report, mentioned that more than 40% of 

German companies surveyed support the establishment of an RMB offshore 

centre in the City of Frankfurt, with the goal to speed up trade settlement 

processes between Chinese and German companies as well as to accelerate 

capital acquisitions while lowering administrative and transaction costs in total 

500 million euros.26 Indeed, the total trade value between China and Germany 

has reached 178 billion dollars,27 which is close to the combined trade sum of 

China with the United Kingdom, France and Italy.28Moreover, the 

establishment of Renminbi offshore centers could not only be beneficial to 

German real economy, but also stimulate Frankfurt financial market prosperity 

through the development of renminbi denominated products. To put it 

differently, German-Sino monetary cooperation in the context of RMBI has 

the potential to elevate the City of Frankfurt’s international finance status in 

the years ahead.  

In fact, Florian Rentsch, the Hessen’s former Minister of Economy, 

Transport, and Development, called a seminar on RMBI through Frankfurt’s 

Industrie und Handelskammer (IHK) in 2013. During the meeting, he set a 

goal for Frankfurt to become the Eurozone's leading RMB clearing house.29 

To advance this objective, the RMB Initiative was established. The Initiative, 

coordinated by Frankfurt’s finance department, has been joined by members 

from the business community, the Deutsche Bundesbank, Bundesanstalt für 

Finanzdienstleistungsaufsicht (BaFin) as well as the Germany’s finance 

ministry. In pursuit of this goal, Rentsch lobbied Chinese actors between 2012 

to 2014. In 2012, the Hessian delegation established official contacts with 

China’s most important cities, namely Beijing and Shanghai. In late 2013, 

Rentsch visited the PBOC during a high-profile dialogue with Chinese 

counterparts. In his meeting with Chinese Governor Zhou Xiaochuan, he 

argued, “Our target is to make Frankfurt become the financial centre of 
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Renminbi trade, investment and financial products of the euro area. This 

initiative could contribute to German-Sino bilateral trade and investment as 

well. The goal of Hessian state has been committed to facilitating the bilateral 

economic and financial development.”30 

To show support for the RMB Initiative among Germany’s political 

and industrial circles, representatives of the Hessian government, the 

Bundesbank, German industry association members as well as those active in 

Frankfurt’s financial market all participated in the visit.31 Following these 

meetings, and on 28th March 2014, the Frankfurt Renminbi Clearing 

Memorandum was signed. Hessian Governor Volker Bouffier and Frankfurt’s 

Mayor Peter Feldmann thought highly of this agreement because this 

arrangement has made Frankfurt more attractive to global investors.32 

Following the signing of the memorandum, the Hessian government further 

streamlined efforts for RMBI by nominating the Bank of China in Frankfurt as 

the clearing bank, and pushing the operation and management of RMBI with 

Chinese authorities as their counterparts.33 To sum up, the Hessian state has 

been a main driver of RMBI in the case of Germany. Hessian government 

officials played a leading role in making a case for the City of Frankfurt as an 

RMBI centre.34 

French-Sino Monetary Cooperation 

In contrast to the German federal system, France is characterized by a 

centralized government, which can mobilize resources to achieve political 

priorities. In recent decades, France has confronted a range of political issues 

ranging from public financing to confronting social inequity. French politics 

today is focused on maintaining global standing as the seventh largest 

economy and on the other hand addressing domestic issues caused by a 

relatively high unemployment rate of 8.4% and stagnating economic growth.35 

As will be shown, France’s domestic and international outlook influenced 

the RMBI process. After becoming a member state of the euro zone, France 

has lost her monetary sovereignty and thus monetary policy instrument to 

tackle low economic growth and unemployment and social instability. In 

recent years, they hope that a powerful and influential Paris international 
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centre could play the role as one of domestic economic motors that lead 

growth and prosperity. In the context of RMBI, France needs to introduce 

RMB denominated products and RMB business efficiently because Paris must 

strive for its competitiveness confronting with rivals like London and 

Frankfurt. But before the introduction of RMB business, French government 

needs to create the necessary infrastructure such as the establishment of swap 

lines and nomination of the RMB clearing bank in Paris. This will mark the 

beginning of French-Sino monetary cooperation.  

Revitalizing the French Economy by Developing Paris as an IFC 

To deal with issues of rising social inequity, French politicians have drawn on 

monetary and fiscal policies to stimulate economic growth and employment, 

the tools that they have seen as a panacea to solve various domestic 

grievances.36Since France has been stuck in recession, its tax receipts are 

down, while public spending of unemployment benefits are up, these tools 

have also edged against commitments to keep budget deficits below 3% of 

gross domestic product as agreed to in the EU’s Stability and Growth Pact 

(SGP).  

Given these constraints, France has sought other avenues for igniting 

economic growth including a focus on building Paris as an international 

financial center. French politicians have pointed to the development of Paris as 

a financial hub to revitalize France’s global relevance and as a remedy for its 

economic stagnation. EUROPLACE, an intermediary organization of 

European and French authorities, has been charged with promoting and 

developing the Paris financial marketplace.37 EUROPLACE holds: 

Finance is a major instrument to revitalise growth and employment. It 

makes it possible to channel the abundant savings of the French people 

to the real economy and to foster successful and sustainable 

investments. The French financial marketplace has hubs of excellence 

in this area and is actively seeking a better connection between 

financing and investment projects.38 

Paris, as a financial hub, thus, promises not only to facilitate the 

implementation of structural economic reform but also to achieve sustainable 
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growth and in a larger effort to bolster SGP compliance.39 These attempts are, 

of course, not new as French ambitions since the 1960s under the leadership of 

Charles De Gaulle were to lower the dependence on the international 

monetary system dominated by the US dollar as well as the dominance of 

Germany’s Deutsche Mark in Europe in 1970s and 1980s. In short, in light of 

France’s global outlook and domestic realities a concerted effort to develop 

Paris as an IFC is underway.  

RMBI in France: A Central Government-led and Bank of France-pioneered 

Process 

The process of RMBI in France, in contrast to the case of Germany discussed 

earlier, has been driven by France’s central government and especially its 

central bank: the Banque de France. Both the Deutsche Bundesbank and 

Banque de France are part of the Eurosystem, yet unlike in Germany, France’s 

central bank has historically been more directly tied to and influenced by 

domestic political forces. Before joining the Eurosystem, the Banque de 

France was an organ under the auspices of the Ministry of Finance. Its key 

officials were appointed through the assent of ministerial candidates’ and by 

way presidential nomination. After joining Eurosystem, the Banque de France 

has gained greater independence, but less than the German central bank.40 In 

particular, the appointment of the Bank’s governor and vice president remain 

under the control of the French President and is decided on the basis of party 

affiliation as well as the candidates’ experience. However, the key determinant 

of candidate’s experience and competence in monetary policy-making has 

been ignored.41 Given the central banks’ proximity to the French government, 

it offers opportunities to play an active role in developing Sino-French 

monetary cooperation.  

Leading up to RMBI negotiations the Banque de France took steps to 

initiate swap line arrangement between ECB and PBOC in 2013.42A 

EUROPLACE press release highlights the pioneering role of Banque de 

France: “In order to make the Swap agreement between ECB and PBOC be 

achieved as smoothly as possible, French central bank has not only done a lot 

of preparation work, but also played a leading partner in the dialogues with 

Chinese corresponding authorities.”43 The former Governor of the Banque de 
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France, Christian Noyer, provided a justification for such facilitation: 

Paris has been accelerating the race with London to become a leading 

yuan trading center for Europe after the Bank of England said in March 

[YEAR] it had signed a three-year currency swap agreement with 

China that will allow the British central bank to supply 400 billion 

yuan ($64.5 billion) to British banks. Hence, the Bank of France, 

within the euro system, has been working on ways to develop a RMB 

liquidity safety net in the euro area with due consideration of a 

supporting currency swap agreement with the People's Bank of China. 

The launch of such a facility will encourage use of the yuan in the 

eurozone as a trade settlement currency as well as an investment 

currency. It will also boost market confidence in the Chinese currency 

by reassuring market participants that yuan liquidity will remain 

available, even in extreme situations.44 

In short, provided Paris’ ambition to become a leading Renminbi centre in 

Europe, France pushed the progress of swap line between ECB and PBOC, 

offering a Renminbi liquidity safety net as a precondition for advancing 

RMBI. Further, after successfully finalizing swap line negotiations, France’s 

Foreign Minister Laurent Fabius visited China in April 2013, and paved the 

way for President Hollande’s state visit. Then, during the first official state 

visit by President Hollande in 2013, both sides signed a Sino-French Joint 

Statement, announcing the decision to establish a high-level economic and 

financial framework. Subsequently, the first Sino-French High-Level 

Economic and Financial Dialogue was held towards the end of 2013. A core 

outcome with respect to RMBI was an agreement to make preparation for the 

establishment of Paris RMB offshore centre: […] to further support the 

development of the offshore RMB market in Paris, including assessing the 

need and form of specific clearing and settlement arrangements in Paris. China 

will actively consider supporting the development of offshore renminbi 

business in Paris through the Qualified Foreign Institutional Investor (RQFII) 

arrangement in an appropriate time frame.”45 

By March 2014, France became the first Euro zone member state to be 

granted 80 billion yuan of RQFII quota. In September 2014, a Bank of China 
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subsidiary in Paris was announced as the Paris Renminbi Clearing Bank. This 

monetary cooperation catapulted Paris to the slot among top five Renminbi 

offshore centres globally in 2015. By 2015 the total amount renminbi 

settlements in French-Chinese (including Hongkong) cross-border trade 

accounted for 44% 46 From 2013 to 2018, both sides organized six high-level 

economic and financial dialogues which became one of the most important 

negotiation platforms to work on bilateral comprehensive, strategic and long-

term economic and financial issues. 

Luxembourgish-Sino Monetary Cooperation 

Since the steel crisis in 1970s and Luxembourg’s transformation to financial 

services industry, financial sector has been the backbone of Luxembourg 

national economy. By the end of the 1980s, the financial services industry had 

replaced the steel industry as the largest export industry in Luxembourg.47 

Before the global financial crisis, financial industry accounted for 22% 

domestic employment, 31% public finance and 32% GDP.48 However, due to 

high dependence on financial industry, Luxembourg weathered the global 

financial crisis in 2007. Despite the rapid recovery of Luxembourg after the 

crisis, the financial sector and the real economy during the financial crisis 

suffered some damage. 

Under the negative influences of global financial crisis in 2008 and a 

series of domestic structural challenges such as the public financing reduction 

and unemployment, Luxembourg has reconsidered its past national 

development strategy and work on a much more innovative way to lower 

financial vulnerability and dependence for maintaining a sustainable economic 

growth. RMBI has given Luxembourg new opportunities to diversify the 

financial sector and promote sustainable domestic growth. This underscores 

why Luxembourg has been actively pursuing currency cooperation with China 

since 2013. 

Diversifying Luxembourg Financial Sector and Lowering the IFC 

Vulnerability 

On the one hand, Luxembourg has been universally acknowledged as a fragile 

IFC because its typical advantages were bank secrecy and tax incentives 
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which could be sensitive to global capital flow and new EU regulations. 

Further, under the global fierce competition between IFCs attracting 

international investment and in a changing global regulatory environment, 

competition between IFCs is less dependent on regulatory issues but more on 

diversity and quality of local financial services.49The problems caused by the 

global financial crisis and changes in the international financial environment 

caused the loss of Luxembourg’s past financial advantages and underpinned 

the motivations for devising innovative strategies. 

On the other hand, some public finance problems due to the deterioration 

of ageing populations, pension pressures and unemployment of low-skilled 

workers, combined with the global financial crisis, have exacerbated domestic 

structural challenges and led Luxembourg into a crucial strategy-remaking 

moment. In view of the deterioration of public finance specifically, because of 

the financial crisis, Luxembourgish economic productivity has decreased by 

5.5%, the current account surplus reached to 5%, down from 10% before the 

crisis.50 In addition to that, population ageing and pensions put immense 

pressure on public expenditure, raising debt levels. 51Also, EU new regulations 

on communication, radio and television services in 2015 has affected 

Luxembourg public revenue; it would lead to a public revenue decrease of 

1.4% GDP.52 Meanwhile, Luxembourg's manufacturing industry, because of 

the global economic crisis, has been hit severely; since 2007, the 

manufacturing industry’s contribution to GDP has fallen by about a third. 

Then, the current unemployment rate is 7%, and the long-term unemployment 

share accounts for more than 25% of the total unemployment rate. The main 

representatives of the unemployed in Luxembourg are low-skilled workers. 

Given these trends, to improve the employment of low-skilled workers is a 

daunting task. At last, despite the high level of labour production in 

Luxembourg, its labour productivity began to decline after the early 2002 and 

turned even negative before the crisis. The negative development of 

productivity and structural challenges together have led to a decline in the 

growth potential of Luxembourg’s output per capital.53 

In short, Luxembourg has always faced two major challenges: First, 

Luxembourg must strengthen the diversity of the real economy to address 
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imbalances in economic growth between the real economy and the financial 

sector, and implement structural reforms; second, Luxembourg needs to 

reduce reliance on financial industry and economic vulnerability by promoting 

financial diversity and adopting innovative measures. In order to overcome 

problems mentioned above, Luxembourgish government in La declaration 

gouvernementale de 2009 has repositioned the role of financial services and 

highlighted its function of serving human-beings.54Furthermore, the 

Luxembourgish government plans to take innovation measures to achieve a 

more balanced growth in economy and both economic and financial 

diversity.55 

In terms of financial diversity, RMB business, Micro-Investment Vehicles 

(MIV), Islamic Finance, Biotech finance and green financing program have 

been listed as major measures.56 In order to achieve these goals more 

effectively, the ministry of finance, as an important government agency, has 

been actively engaged in programme exchanges and global 

cooperation.57Especially from 2012 to 2014, the Luxembourg Ministry of 

Finance has traveled around the world to conduct financial transactions with 

the rest of the world. China-Luxembourg renminbi cooperation is defined as 

one of Luxembourg's key financial diversification plans after the global 

financial crisis.58 

RMBI in Luxembourg: An All Authorities-mobilized and Central Government-

led Process  

The major actors of Luxembourg advancing the Sino-Luxembourgish 

monetary cooperation comprise the Hereditary Grand Duke/Duchess as the 

head of the state, central government and notably Ministry of Finance. 

Luxembourg for Finance (LFF), as a lobbying organization of public-private 

partnership, has been active in participating, coordinating and cooperating at 

each key stage. Different from Deutsche Bundesbank and Banque de France, 

Banque centrale du Luxembourg (BCL) as a very new central bank, 

established at the same time with ECB in 1998, has not shown any impressive 

impact in this process. 

 



Wangwang Zhou : Analysis of Monetary Cooperation between China  107 

In fact, before the cooperation, Luxembourg, with 40 billion RMB 

deposit, 62 billion RMB bank credit, 39 listed RMB bonds with a total value 

of RMB 24 billion and approximately RMB 220 billion of investment funds 

under management, has already become one of the leading Renminbi centers 

in Euro area and the second largest Renminbi centre in the world. In 2013, 

Minister of Finance Luc Frieden set the goal for Luxembourg as a leading 

renminbi center in Euro area, in order to promote financial diversity and IFC 

internationalization.59 Through the first official visit of Luxembourg 

delegation at the end of 2013, Luxembourg has clearly expressed its 

willingness in contributing to RMBI and further strengthening bilateral 

cooperation during the meeting with the governor of PBOC Zhou Xiaochuan 

and Xiao Gang, the chair of China Financial Market Regulation Authority.60 

Subsequently, from June 30 to July 3, 2014, Luxembourg’s Minister of 

Finance Pierre Gramegna visited China for negotiating with Chinese 

authorities on renminbi clearing business and RQFII application.61 The finance 

minister announced the Luxembourg Renminbi Clearing Memorandum and 

regarded this arrangement as China’s recognition of Luxembourg financial 

centre.62 Next steps on further operation and nomination of clearing bank have 

gone smoothly as planned. In the middle of 2015, the RQFII pilot area was 

extended to Luxembourg with an initial investment of 50 billion yuan. 

Although monetary cooperation has been completed, since 2016, the Duke, the 

prime minister and the finance minister have visited China annually, which 

means that Luxembourg attaches great importance to its financial and 

monetary relations with China. 

In addition to official exchange, from 2014 to 2017 LFF has held four 

RMBI Forums to organize discussions on Renminbi business development in 

Luxembourg and Euro area. After completing monetary arrangements with 

China, Luxembourg Renminbi business including Dim Sum bonds, RQFII and 

Renminbi investment fund have been improved to a larger extent.63 In 

November 2015, the RQFII funds domiciled in Luxembourg accounted for 

nearly 80% of the total in Europe domiciled amount of 796 million euros. 
64Till the second quarter of 2018, there have been more than 22 RQFII funds 

domiciled in Luxembourg with the total value of 3 billion euros.65 In addition, 
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Luxembourg has become the largest global dim-sum bonds issuing centre, and 

the issuance of RMB bonds rose from 59 in 2015 to 122 in 2018.66 

Conclusion on the Sino-Euro Zone Monetary Cooperation 

The three member states of the Eurozone have established similar monetary 

cooperation arrangements with China according to their differing political 

systems, economic models and financial conditions, and domestic 

peculiarities. As for France and Luxembourg, the former highly values and the 

latter relies heavily on the development of financial industry; that is why, both 

central governments have proactively mobilized all administrative resources in 

setting arrangements with China. But in the German case, the Hessen 

government has been a pioneer in this agenda. Also, the federal regime made it 

possible for Hessen state to take advantage of its own autonomy and resources 

in playing the leading role in the monetary cooperation. 

More recently, due to Brexit, the three leading financial hubs in the euro 

area are trying to attract as more as possible financial institutions’ relocation 

from England which highlights that competition under European financial 

hubs would be a long-standing financial issue. Especially to Germany, since 

September 2018, the leading politicians in federal government have been in 

Frankfurt to announce the federal government's emphasis on Frankfurt's 

financial centre, German financial markets and financial policies. In a nutshell, 

despite the European focus on Brexit or EBA and Euro clearing centre 

transfer, the competition between European IFCs and their emphasis on 

financial industry development and needs for RMBI have contributed to a 

close connection between European financial industry development and 

RMBI. Thus, RMBI, European financial market and IFCs development would 

be associated with each other from a long-term perspective, which would 

create favourable grounds for China to further promote RMBI in Europe and 

even provide a model for strengthening RMB monetary cooperation in other 

regions. 

Moreover, the EU/euro area as a US traditional ally has been a very 

important economic partner of China to promote Renminbi 

internationalization in European financial market. Hence, studies on monetary 
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cooperation in the context of RMBI would not only have political implications 

for China but also for India, another major power in Asia, as described below. 

The Impact of Sino-Euro Zone Monetary Cooperation on India- China 

Relations 

Bilateral relations between India and China have been marked by cooperation, 

though also characterized by competition. The root of unstable relationships is 

the mutual distrust based on several major issues, such as border disputes, 

China’s negative attitude towards Indian inclusion into the Nuclear Suppliers 

Group (NSG), and China-Pakistan’s strategic partnership vs. India-Dalai Lama 

friendly relationship. 

Although the two countries have complementary economic relations, the 

long-standing mutual distrust has wasted opportunities for economic 

cooperation. In fact, the infrastructure, services, software, communications 

and pharmaceutical industries of the two countries are complementary, with 

huge potential for bilateral economic cooperation. Also, the economic 

development of India has been faster than that of most developed countries 

and even China in recent years, which means the promising future of Indian 

economy and Indian growth dividends for the neighbours.67 In addition, after 

Prime Minister Narendra Modi took the office, India has adopted a much more 

confident and creative diplomatic style in the management of relations with 

other countries including China. Since then the bilateral political and 

economic relations between China and India have continued to develop. 

However, there is still a sense of distrust in bilateral relations, leading to a 

very limited level of economic cooperation.  

Similarly, in recent years, mutual distrust has intensified strategic 

competition. After Chinese President Xi Jinping launched the Belt and Road 

Initiative (BRI), India only participated in the Asian Infrastructure Investment 

Bank (AIIB) and the Bangladesh-China-India-Burma Economic Corridor 

(BCIM), apparently expressing oppositions to the BRI. This is because of 

India’s apprehensions about the strategic intention of the China-Pakistan-

Economic Corridor (CPEC). In response to the challenges of this powerful 

neighbour, India has taken positive actions in recent years in accordance with 
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its Act East Policy: in 2014, the Mausam project was first proposed to counter 

the impact of the BRI, followed by the Asian African Growth Corridor 

(AAGC), jointly with Japan, in 2017. At the same time, on the one hand, India 

has done its utmost to strengthen political and economic cooperation with 

neighbouring countries such as South Asia, ASEAN and West Asia. On the 

other hand, it has cooperated with Japan, Australia and other countries in 

maritime development. 

RMBI and Sino-Euro Zone Monetary Cooperation 

Regarding RMBI and Renminbi cooperation arrangement, most of Asian 

countries such as Sri Lanka, Malaysia, Indonesia, Pakistan, Singapore, 

Tajikistan, Uzbekistan, Kazakhstan, Mongolia, South, Korea, Japan, and even 

Australia, New Zealand, and Russia have established various monetary 

arrangements with China. The foreign cooperators of RMBI cover most 

member states of BRICS and Shanghai Cooperation Organization. But India 

has not made any move on the front of the RMBI issue.  

For India, despite the lack of common geopolitical interests, the EU and 

major European countries (such as the UK, Germany and France) have been 

India's main source of foreign aid and foreign direct investment. Since 2007, 

India and the European Union have been working on free trade agreement 

(FTA) negotiations to better promote bilateral economic cooperation. 

However, due to obstacles such as high tariffs and the closure of Indian 

service barriers, the progress of the negotiations has been greatly hindered. All 

in all, the stability and good relations between India and the EU have become 

part of Indian national interests because of the absence of bilateral geopolitical 

conflicts and the unique position of the euro zone in global politics.  

Therefore, assessing the impact of China-EU currency cooperation on 

India is crucial because the purpose of the currency internationalization is to 

reduce China's dependence on the US dollar and improve China's currency 

strength, while the currency cooperation between the euro area and China 

involves aiding the progress of RMBI, which will affect Sino-Indian relations. 
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The Impact on India 

In short, the impact of currency cooperation between China and Euro area on 

India will be different at different periods. In the short run, since the currency 

cooperation has not substantively promoted the international use of the 

renminbi, it has contributed little to China's monetary power and international 

influence. But in the long run, the demand-driven monetary cooperation of the 

European IFCs may indicate that Europe firmly supports the RMBI as well as 

endorsing the improvement of the international currency power of the RMB. 

First, although the currency arrangement in the euro zone is conducive to the 

introduction of renminbi business in Europe, the RMB policy infrastructure in 

the euro zone cannot be strongly stimulated due to obstacles to domestic 

economic and financial market reforms, current account controls, and the non-

convertibility of the renminbi. Until recently, the Chinese currency, namely 

Renminbi international, retained its position as the fifth most active currency 

for international payments by value in June 2019, with a share of only 

1.99%.68 Therefore, with regard to the current development momentum of the 

RMB offshore centres and the currency cooperation between China and the 

euro zone, China's currency strength and international influence cannot benefit 

from the current development of the RMBI and will not make a specific 

impact on China-India relations. 

Second, although the current cooperation has made little contribution, in 

the long run, the demand for RMB financial products in Europe and other 

regions to enhance their financial centres’ competitiveness, will greatly 

improve China's monetary strength and international influence. In addition to 

the German, French and Luxembourgish cases, other European countries like 

the UK69 and Hungary70have also proactively worked on the monetary 

cooperation with China in the context of RMBI abecause they want to seize 

the RMBI opportunities to enhance London’s global financial status or build 

Hungary’s financial edge in east Europe. The motivation driven by the 

common demand of European actors means that further RMBI and the 

corresponding improvement of China's monetary ability are not only 

welcomed by them, but also become part of their interests to some extent, 
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which in turn has become the invisible backbone of RMBI and China’s 

monetary power in the future. 

To sum up, during the progressing of RMBI, there are different reasons for 

foreign countries to support Renminbi and establish monetary arrangements 

with China, for example, to strengthen bilateral political relations, backstop 

domestic Renminbi liquidity, or maintain financial stability. But cooperators 

such as member states of the euro zone have practical benefits in cooperation 

with China, which make them firm supporters of Renminbi international 

status. Compared with India, this is a real advantage that China can derive 

from RMBI and currency cooperation with the euro zone. 
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Energy Dimension of the Belt and Road Initiative: Implications 
for India’s Energy Security 

 

Priyanshi Chauhan 

Abstract 

 
As the world’s largest consumer of energy, China is experiencing a demand-
supply mismatch for energy. Consequently, it is increasingly relying on import 
of fuels. Simultaneously, China is facing the challenge of diversifying its 
import of energy as well as ensuring security of its energy transit routes. The 
objective is to assess energy dimension of the Belt-and-Road Initiative (BRI), 
and its implications for India’s energy security including economic, 
geopolitical and strategic concerns. The article finds that there are significant 
overlaps of the maritime and land-based corridors in the BRI with the existing 
energy transit routes for China covering all its major energy exporters. This 
has significant bearing for India owing to the competition for energy 
resources and for balance of power in South Asia and the Indian Ocean 
region. The article suggests that India should explore avenues of energy 
cooperation with China. 
 
Keywords: BRI, energy security, energy politics, Indian Ocean, South Asia 
 
Introduction 

Chinese economy has grown robustly over the past couple of decades, 
particularly in the aftermath of economic reforms in 1979. With a population 
of 1.386 billion1, which is 18.2 percent of the world population, China’s GDP 
amounted to USD 12.143 trillion in 20172 which is 15 percent of the world’s 
GDP. High growth rates and a large population of China have increased its 
demand for energy. As a consequence, domestic sources have not been 
sufficient to meet its energy demand and China has over time looked for new 
sources of energy to supplement its domestic sources of energy. The Belt and 
Road Initiative (BRI), launched by President Xi Jinping in 2013, is one such 
attempt to ensure its energy security by creating new routes for trade and 
connectivity, and to secure its geopolitical and strategic interests in the region. 
While China has undertaken the implementation of the BRI projects, India is 
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concerned due to its own growing energy demand and for safeguarding its 
interests in the Indian Ocean. 

In this context, the objective of the article is to understand the energy 
security dimension of the BRI with focus on both the economic and the 
geopolitical aspects. Further, it examines its implications for India’s economy 
and security, particularly the energy security, and offers a set of responses that 
India should undertake in light of the geopolitical and economic concerns. 
Accordingly, the article is divided into seven sections. Section 2 will identify 
the trends in China’s energy trade, based on which it will explore the energy 
security dimension of the BRI in Section 3. Section 4 will explore the BRI’s 
implications for India’s energy security. Section 5 will assess the status of the 
ongoing BRI projects with emphasis on financial viability. Section 6 will 
finally explore India’s options to address the challenges to its energy security 
in the context of BRI, and Section 7 will conclude the findings. 

Trends in China’s Energy Trade 

Rising demand 

China is experiencing an increasing demand for energy. As the world’s largest 
consumer of energy, “China accounted for 24 per cent of global energy 
consumption and 34 per cent of global energy consumption growth in 2018” 
and “was the largest contributor to global growth for the 18th consecutive 
year.”3 Furthermore, “China’s primary energy demand rose by 4.3 per cent in 
2018, the highest since 2012.”4 Increased energy consumption has increased 
the demand for energy in China while the domestic sources of energy are not 
sufficient. Toaddress the increasing demand-supply mismatch, China has 
relied on energy imports. Since 2001, China’s share of net energy imports as a 
percentage of total energy use has continuously increased as shown in Figure 
15, reaching as high as 15.02 percent in 2014. Box 16 highlights some of the 
energy trends and forecasts in China. 
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The trend of the growing energy demand and reliance on imports is 
expected to continue in future. According to the International Energy 
Agency’s projections for China, China is set to become the world’s largest 
consumer of oil by 20407as well as the largest oil importer.8 Similar 
projections have been made by the BP p.l.c. which states that “China remains 
as the world’s largest energy consumer, accounting for 22 percent of world 
energy consumption”, with an increasing demand for fuels, i.e. “oil (+19 
percent) and gas (+166 percent); renewables in power (+553 percent), nuclear 
(+405 percent) and hydro (+31 percent).”9 The increasing demand is also 
reflected in the expected increase in imports where it estimates that “oil import 

Box 1: Trends and Forecasts: China 

 Despite slowing energy demand growth, China remains the world’s largest 
energy consumer, accounting for 22% of world energy consumption in 2040. 

 China’s energy intensity declines by 3.4% p.a. till 20140, slightly faster than 
the average decline of 3.0% p.a. between 1995 and 2017. 

 Energy consumption and production rise by 28% and 29% respectively, 
between 2017 and 2040, slightly slower than the global increases of 32% for 
both. 

 China’s share in global energy demand drops from 23% in 2017 to 22% in 
2040, while it contributes 20% of the world’s net increase. 

 China’s energy mix continues to evolve with coal’s dominance declining from 
60% in 2017 to 35% in 2040 and natural gas doubling to 14%; renewable’s 
share rises from 3% in 2017 to 18% in 2040. 

 Demand for almost all fuels expands: oil (+19%) and gas (+166%); 
renewables in power (+553%), nuclear (+405%) and hydro (+31%). Coal 
demand declines (-25%). 

 Coal demand peaked in 2013. However, China remains the world’s largest 
consumer of coal throughout 2017-2040, accounting for 39% of global coal 
demand in 2040. 

 Nuclear increased by 7.3% p.a. from 2017 to 2040, and China accounts for 
37% of global nuclear power generation in 2040. 

 Renewables expand rapidly, rising by 8.5% p.a. to 2040, and accounting for 
26% of global renewables by then. 

 Energy production as a share of energy consumption drops to 75% in 2024 and 
then recovers to 80% by 2040. 

 China’s gas production grows by 218 bcm (+146%) from 2017 to 2040. 
 Oil import dependence rises from 67% in 2017 to 76% in 2040. Gas import 

dependence rises from 38% in 2017 to 43% in 2040. 
 With the economy increasing by 181% from 2017 to 2040, China’s energy 

intensity declines by 54%. 
 Carbon emissions peak in 2022. 
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dependence rises from 67% in 2017 to 76% in 2040” and “gas import 
dependence rises from 38% in 2017 to 43 % in 2040.”10 

Over-dependence on the Middle-Eastern Oil 

The trends in China’s energy trade highlight that while Russia is the largest 
exporter of fuels to China, approximately half of the Chinese imported crude 
oil in 2018 originated from the Middle East, ranging from “$748.8 million 
from Qatar up to $29.7 billion for Saudi Arabia”.11The trend of excessive 
reliance on the Middle Eastern oil is coupled with the region-wise trend in fuel 
imports of China. As shown in Figure 212, the Middle East and North Africa 
(MENA) region has the highest contribution to China’s fuel imports in 2016. 

 

The Malacca Dilemma 

One of the major challenges facing China to ensure its energy security is to 
secure its vital energy routes. As of 2016, over 80 percent of China’s oil 
imports transit through the Straits of Malacca, a narrow Strait connecting 
South China with the Indian Ocean and the Pacific Ocean, making it 
vulnerable to potential maritime blockades that could effectively cut off 
China’s oil supplies.13 This is referred to as the “Malacca Dilemma”.14 The 
lack of alternate viable routes connecting the South China Sea with the Indian 
Ocean further amplify the problem. The two prominent transit routes that exist 
are the Sunda Strait and the Lombok Strait, but transit through the Malacca 
Strait is preferred due to its short distance which makes it more economical. In 
addition, the difficulty in navigating the Sunda Straits due to shallow and the 
Lombok Strait is far too detoured from the trans-Malacca route to be 
economically viable.15 
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Figure 2: Region-wise Fuel Imports of China 2016
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China’s energy policy is therefore driven by concerns of rising energy 
demand, its over dependence on the Middle Eastern sources of energy fuels, 
and the geo-political risks that it faces in the Straits of Malacca. As a result, 
China has prioritised not only ensuring a continuous supply of energy, but also 
recognised the need to diversify its sources of energy imports and create new 
routes for energy trade. Accordingly, the Belt-and-Road Initiative is 
contributing to China’s energy security in response to its economic and 
geopolitical concerns. 

Energy Security in the BRI 

The BRI is China’s most ambitious project till date that is reshaping not only 
its engagement with the world but also the political and economic order both 
regionally and globally. The BRI seeks to recreate the ancient Silk route to 
“promote the connectivity of the Asian, European and African continents and 
their adjacent seas, establish and strengthen partnerships among the countries 
along the Belt and Road, set up all-dimensional, multitiered and composite 
connectivity networks, and realise diversified, independent, balances and 
sustainable development in those countries”.16 The BRI has two components: 
(i) Silk Road Economic Belt which is a land corridor that connects China and 
Europe through Central Asia, and (ii) 21st century Maritime Silk Road which 
will cross the Indian Ocean connecting the Western Pacific to the 
Mediterranean Sea, connecting Southeast Asia, South Asia the Middle East 
and East Africa.17 

While the project aims to “align and coordinate the development 
strategies of the countries along the Belt and Road, tap market potential in the 
region, promote investment and consumption, create demands and job 
opportunities, enhance people-to-people and cultural exchanges”18, it is seen 
as advancing China’s  geostrategic and political objectives along with the 
economic benefits. The primary driving forces of the BRI lie at the 
intersection of geo-politics and geo-economics, and assertion of its leadership 
in the region and the world. 

Energy security is a key agenda of the BRI. As stated in its Vision and 
Action Plan, the BRI seeks to “promote cooperation in the connectivity of 
energy infrastructure, work in concert to ensure the security of oil and gas 
pipelines and other transport routes, build cross-border power supply networks 
and power transmission routes, and cooperate in regional power grid 
upgrading and transformation”.19 The Plan further seeks to “increase 
cooperation in the exploration and development of coal, oil, gas, metal 
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minerals and other conventional energy sources; advance cooperation in 
hydropower, nuclear power, wind power, solar power and other clean, 
renewable energy sources”.20 

A study of the routes and corridors in the BRI suggests an overlapping 
of the maritime route and land-based corridors in the BRI with the existing 
energy transit routes for China covering all the major exporters.21 As shown in 
Figure 322, the Maritime Silk Road connects China with the Southeast Asian 
countries, Gulf of Oman in West Asia followed by Africa and Europe. This 
corresponds with the China’s maritime oil transit route as shown in Figure 423, 
passing through the Straits of Malacca. Such similarities are also observed in 
the seven international land-based corridors24 which have subsumed some 
already existing energy projects while also working on the new ones as shown 
in Figure 525. For instance, BRI through the China-Central-West Asia 
Economic Corridor (CCWAEC) has connected the north-western China with 
the resource rich Central Asia and West Asia. The Chinese companies are 
investing in energy and transportation projects including the, China-
Kazakhstan oil pipeline, China-Kazakhstan gas pipeline and the Central-Asia-
China Gas Pipeline that runs through Uzbekistan, Tajikistan and Kazakhstan 
to Xinjian in China.26 The CCWAEC has further provided a land-based route 
to the oil imports from West Asia, which are currently transited through the 
shipping routes. Similarly, the China-Mongolia-Russia Economic Corridor 
(CMREC) gives China access to the Mongolian renewable energy sources, 
particularly solar and wind energy resources.27 In the Southeast Asia, there are 
negotiations around the Kra Canal Project, 100 km across the Kra Isthmus in 
Thailand linking the South China Sea to the Andaman Sea, thereby connecting 
the Pacific and the Indian Ocean respectively and reduce its reliance on the 
Malacca Straits.28 

Figure 3: Overland and Maritime Routes under the BRI 
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Figure 4: China’s Crude Oil Supply Route

 

Figure 5: Projects Subsumed under the BRI
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Similar trends are also found in the China- Pakistan Economic Corridor 

(CPEC)with  a “$46 billion project” connecting Gwadar port in Pakistan to 

Xinjiang in Western China has 16 designated energy projects as 

“prioritised/early harvests” totalling 10,400 MW that include “three coal

power plants and several hydropower facilities and five renewable energy 

plants, all of which are nearing completion and have a great potential to ease 

Pakistan’s energy supply shortages, and produce diversified and cheaper 

energy mix for Pakistan”.29 Furthermore, the CPEC connects the Gwadar Port 

of Pakistan with Kashgar port in Western China, thus allowing for rerouting of 

Asia instead of passing through the Malacca Straits and 

the South China Sea. Likewise, the earlier Bangladesh-China-India-Myanmar 

Economic Corridor (BCIMEC) had also covered two of the significant gas 
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producing countries of Bangladesh ad Myanmar in China’s neighbourhood.30 

A gas pipeline project was initiated in 2009 between China and Myanmar 

which was set to provide 6.5 tcf of gas from Swe field and Shwephyu field 

(Block A1) and Mya field (Block A3) to China over the next thirty years to 

China’s Yunnan province.31 In March 2018, Myanmar, Bangladesh and China 

also agreed on a Power Integration Project which seeks to build a 600kV 

MTDC system with total power transmission capacity of around 3,000 MW.32 

While China will transmit power to Myanmar and Bangladesh in the shortest 

run, in the long run it is expected that Myanmar may transmit power to 

Bangladesh and China owing to its abundant energy resources. 

In a nutshell, the BRI helps China advance its agenda of energy 

security in three ways: first, by providing China access to new resources by 

way of investing in resource exploration and mining, which is also consistent 

with the BRI’s Vision and Action Plan; second, by diversifying its source 

countries and providing connectivity and transit routes with them, as is evident 

in the CCWA-EC project; and thirdly, by creating additional energy trade 

routes as alternatives to the existing energy transit routes, most evident in the 

case of CPEC, thereby reducing its dependence on the Malacca Straits. 

Implications for India 

Competition for the same resources 

Like China, India is also experiencing a rising energy demand due to its 

economic dynamism, urbanisation and the increasingly energy intensive 

consumption patterns. At the same time, approximately 21 percent of 

population in India live below the national poverty line33 and ensuring 

universal access to energy is expected to add to the energy demand. For 

example, the launch of various schemes like Saubhagya and Deen Dayal 

Upadhyay Gram Jyoti Yojna (DDUGJY) by the Government of India in 

making power accessible and affordable for all may add to the growing energy 

demand in the coming years by more than 28 GW.34 Box 235shows some 

energy trends and forecasts for India. 
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Accordingly, the IEA has predicted that India alone will account for 
“30 percent” of the entire global increase in energy demand through 2040.36 
The increasing demand for energy is exhibited in India’s rising energy imports 
that accounted for 34.6 percent of total energy used in 2014 as compared to 
8.79 percent in 1991.37 Despite rise in energy imports, the mismatch between 
demand and supply still exists. In 2018-19, India witnessed deficit in 
electricity supply where peak demand was 177,022 MW as compared to the 
peak demand met at 175,528 MW.38 Like China, India also faces the challenge 
of developing innovative ways to secure access to affordable, continuous and 
sustainable energy supplies to all its people. 

An examination of the region-wise dependence on fuel imports for 
India and China as shown in Figure 639 suggests that both have highest 
dependence on the MENA region followed by East Asia and Pacific. Further, 
the fuel imports of China are greater than that of India from all the regions 
with the exception of the MENA region and North America, where the 
difference is not very large. This means that both India and China are looking 
forward to similar source countries to meet their domestic energy demand, 
thereby generating competition for scarce energy resources. 

Box 2: Trends and Forecasts 
• 2000-2014: India’s energy consumption doubled. 

• 2017: At 753.7 million tonnes of oil equivalent, India had the world’s third 
largest energy demand which is a quarter of Chinese level, and a third of the 
US, but it is growing much faster than either of the two. 

• India is expected to outpace Chinese growth before 2030 owing to a more 
energy intensive development pathway. 

• India will overtake China as the largest growing energy market beyond of 
2020. 

• India alone will account for nearly 30 percent of the entire global increase in 
energy demand through 2040. 

• India’s imports of all forms of energy are expected to rise from 36% of primary 
consumption to as high as 55% by 2040. 
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Competition in the Indian Ocean 

The maritime silk road in the Indian Ocean and the port construction activity 
as a part of the BRI has raised security and strategic concerns for all the 
countries. The Indian Ocean which lies at the crossroads of the global trade, 
connecting major economies in North Atlantic and the Asia-Pacific, is not 
only a conduit for world commerce, but is also significant due to its 
geography. The northern Indian Ocean region is enclosed on the three sides, 
with only a few maritime access points from other oceans and seas which 
gives a strategic advantage to countries that have control over the maritime 
chokepoints, with the Strait of Hormuz and the Malacca Straits being the most 
prominent ones.40 The significance of these Straits lies not only in the fact that 
they are access points to the Indian Ocean but also that more than 50 percent 
of the global petroleum transits occur through these Straits that provide access 
to the Indian Ocean.  

According to the EIA estimates, approximately 32.4 percent and 28 
percent of global petroleum transits through the Straits of Hormuz and Straits 
of Malacca respectively which is the highest as compared to the other 
maritime chokepoints.41 This becomes especially significant for India 
considering that it is located at the centre of the Indian Ocean and has over 
7,500 km of coastline. Approximately 95 percent of India’s total trade (by 
volume) and 80 percent of India’s crude oil imports, and 45 percent of LNG 
imports are through the Indian Ocean.42 India is also dependent on the marine 
resources of the Indian Ocean and mineral resource extraction. Development 
in the port construction activities has further renewed concerns around the 
“String of Pearls” theory which holds that “China aims to establish port bases 
along the key nodes connecting critical Sea Lanes of Communication (SLOC) 
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in order to project power and safeguarding Chinese oil imports. Strategic 
‘pearls’ along the ‘string’ also include infrastructural programs that would 
facilitate the transport of energy resources to the Chinese mainland”.43 Owing 
to the similarities in the port construction activities and emphasis on the 
strategic waterways, the BRI has, therefore, generated economic and strategic 
concerns for the world in general, and India in particular. 

China in India’s Neighbourhood 

China has been engaging in energy projects in South Asian region which has 
not only increased competition for energy resources in the region but has also 
altered the power dynamics. South Asia is abundant in energy resources with 
India, Bangladesh and Pakistan accounting for major natural gas and coal 
reserves, and Bhutan and Nepal with large hydropower resources. The 
development of overland routes particularly the CPEC, power transmission 
grids, and investment in hydropower plants is aimed at increasing China’s 
energy security. The fact that China has been able to garner access in India’s 
neighbourhood through large scale infrastructure projects,[which] highlight 
the gap that India created by not being able to provide the required 
developmental assistance.44 India’s concerns, following China’s presence in 
the neighbourhood, have been further aggravated by the regional connectivity 
projects in the disputed territories. The CPEC that runs through the Pakistan 
occupied Kashmir (PoK) is in violation of India’s sovereignty and territorial 
integrity.45 Further, India’s neighbours have largely accepted China’s 
economic presence to hedge against India’s regional dominance and play 
Beijing off India to its advantage for development gains and increase their 
own bargaining power.46 

Assessment of the BRI Projects 

As of March 2019, China has signed 171 Belt and Road cooperation 
documents with 29 international organisations and 123 countries, both 
developed and developing with trade volumes between China and the 
countries and regions involved in the BRI exceeding $6 trillion.47 While the 
BRI projects were welcomed by countries because of the need for 
infrastructural developments and investment, particularly in the developing 
countries in Asia, several concerns have been raised because of China’s own 
financial capabilities, increasing debt of the partner countries, lack of 
transparency in the bidding process and China’s attitude towards the countries 
in debt. 
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A report by the Centre for Global Development (CGD)48 has identified 

eight BRI countries including Djibouti, Maldives, Laos, Montenegro, 

Mongolia, Tajikistan, Kyrgyz Republic and Pakistan that are vulnerable to 

debt crises. According to the report, in all the eight countries, “the BRI 

appears to create the potential for debt sustainability problems, and China is a 

dominant creditor in the key position to address those problems”.49 For 

instance, Djibouti’s “public external debt has increased from 50 to 85 percent 

of GDP” in just two years, much of which is the “government guaranteed 

public enterprise debt and is owed to China Exim Bank”.50 The much 

publicised CPEC in Pakistan is estimated at value of “$62 billion, with at least 

$33 billions of this amount to be invested in energy projects”, and China is 

reportedly financing “80 percent of that amount”.51 Despite the commitment to 

make such large scale investments by China, Pakistan cancelled a $14 billion 

Diamer-Bhasha Dam project which was to be built in Kashmir citing fears of 

debt trap and tough financing terms.52 In addition, the high rates of interest 

being charged by China are adding to Pakistan’s debt stress. Accordingly, the 

CGD report states, “unlike the 2-2.5 percent ‘concessional rate’ given to some 

China Exim Bank customers, reports indicate that some of Pakistan’s loans 

reflect rates as high as 5 percent. The IMF notes that adverse shocks could 

lead to public debt ratios well above 70 percent”.53 Similarly, Chinese 

investments in Sri Lanka for the Hambantota port and Colombo’s second 

international airport pushed it into a debt of $ 8 billion, with estimated foreign 

debt to GDP ratio to rise to 94 percent.54 

Not only this, the large scale investment commitments made by China 

has also raised concerns regarding China’s financial capabilities. The domestic 

financial situation in China is such that the total credit to its non-financial 

sector has been rising since 2013 as shown in Table 1 and is estimated at 253.7 

percent of its GDP.55 Further, it is estimated that the “capital needed to fund 

the infrastructure in Asia (excluding China), Europe and Africa combined 

would amount to US$ 1.7 tn per year until 2040”, thereby making it difficult 

for China to finance the BRI spending on its own.56 This also makes it difficult 

for China to rationalise its investment in BRI projects in risky, and politically 

volatile and unstable areas. 
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Table 1: China's total credit to the non-financial sector (core debt) as a 
percentage of GDP57 

Year Total credit to the non-financial sector (as a 

percentage of GDP) 

2013 212.7 

2014 227.9 

2015 239.3 

2016 249.7 

2017 253.4 

Another issue pertains to China’s attitude towards unsustainable debt. 
Concerns have been raised regarding the use of alternative payment methods 
for loans such as the equity-for-debt swaps, as these compromise the 
sovereignty of debt-ridden countries, thereby creating a narrative of “debt-trap 
diplomacy” of China.  Further, these alternative methods are not in conformity 
with the established norms of international lending.58 For instance, China had 
written off loans for Tajikistan in exchange for giving up control of around 
1,158 square kilometres of disputed territory close to China’s border.59 
Similarly, Sri Lanka gave China a 99-year lease over the Hambantota Porta 
instead of paying its debt60 and Zambia, was forced to cede its international 
airport as well as state power company to China.61 

Opposition to the BRI and China’s debt trap diplomacy has also 
affected the domestic politics of the countries. For instance, the newly elected 
Malaysian Prime Minister Mahathir Mohamad in 2018 “suspended or 
cancelled $26 billion in Chinese funded projects,” including the East Coast 
Rail Link (ECRL) and the Trans-Sabah Gas Pipeline (TSGP) projects 
prioritising to minimize its debt and loans.62 Similarly, Maldives has also 
called for renegotiation of the BRI projects on equal terms post elections. 
Alarmed by these trends, Myanmar called for scaling back of Chinese funded 
Kyaukpyu deep sea port by up to 80 percent to avoid unsustainable debt.63 
Also, there have been instances of popular protests against the BRI projects 
like the protests against forced resettlement of eight Nepali villages have 
influenced CWE Investment Corporation, a subsidiary of China Three Gorges, 
to consider pulling out of a 750 MW hydropower project.64 Similar 
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occurrences have been witnessed in Pakistan where the CPEC engineers were 
involved in violent clashes with the police65 and there was an attack on the 
Chinese consulate by the Baloch separatists66. Despite this, China is expanding 
the scope of BRI because of the strategic benefits that it gives. The Kyaukpyu 
project in Myanmar has been finally scaled down to $1.3 billion from the 
initial $7 billion and will be of great economic significance to China as it 
navigates into the Bay of Bengal and the Indian Ocean, and will boost the road 
sea link in the China-Myanmar Economic Corridor (CMEC).67 

Exploring India’s Options 

Considering the implications of the BRI for India’s economic, geopolitical and 
strategic interests, and its energy security in particular, India has crafted a 
policy response to the BRI. It has made its political stand clear by not 
attending the “Belt and Road Forum” that was hosted by China in 2017 and 
2019, majorly on account of the violation of its sovereignty and territorial 
integrity with reference to the CPEC.68 India has also raised the issue of norms 
and rules of governance regarding the BRI connectivity projects. According to 
the official statement by the Ministry of External Affairs, GOI, “connectivity 
initiatives must be based on universally recognised international norms, good 
governance, rule of law, openness, transparency and equality, and must be 
pursued in a manner that respects sovereignty and territorial integrity”.69 
Simultaneously, India needs to take concrete steps to secure its interests in 
South Asia and beyond. A few options that India should seek are discussed 
below: 

Energy Cooperation in South Asia 

In the context of the BRI, energy cooperation in South Asia will be 
advantageous not only due to economic and developmental benefits, but will 
also be based on mutually acceptable terms among the contracting parties in 
line with the international norms, rules based order and commercial viability 
of the projects. Energy cooperation in South Asia will also be able to lay the 
foundation of regional economic integration of South Asia and ultimately 
bring peace in the region.70 

The rationale for such cooperation in South Asia lies in the mismatch 
between demand and supply, and the increasing dependence on imports of the 
countries in the region. South Asia is presently facing an increasing demand 
for energy owing to its high population and rising living standards of people.71 
In addition to this, the high growth rates combined with the need for socio-
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economic development of the people, particularly in light of high poverty rates 
further accentuate the demand for energy.72 Further, the South Asian region is 
also characterised by low electricity consumption and lack of access to 
modern forms of energy, especially in the rural areas contributing to the 
demand in energy. In such a scenario, a look at the resource endowments in 
the region suggests that South Asian region as a whole has abundant energy 
resources but the individual countries in the region are primarily dependent on 
single source to meet their energy requirements as shown in Figure 773. 
Moreover, the countries are resorting to imports to meet this burgeoning 
energy demand. Despite the increasing imports, the South Asian countries 
have experienced gaps in the peak demand and peak demand met as shown in 
Table 2. This highlights the fact that there is a mismatch between the demand 
and supply for energy in South Asian countries. 

 

Table 2: Peak demand and peak demand met in South Asia 2016-1774 

 Peak demand (MW) Peak demand met (MW) 

Bangladesh 12,644 9,479 

India 1,59,542 1,56,934 

Nepal 1,444 950 

 

Strengthening power cooperation in the region can be a part of the 
strategy to address this issue. The existence of complementarities in resource 
endowments (Figure 7) and availability in the demand of electricity among 
South Asian countries due to the differences in intra-seasonal and peak time 

0

20

40

60

80

100

120

India Bangladesh Bhutan Nepal Sri Lanka

M
W

 in
 %

Figure 7: Energy Mix in South Asia

Coal Hydro Oil Gas Renewable Nuclear



134 Indian Journal of Asian Affairs- 2019 
 

differences, different load curves, and differences in lifestyle as shown in 
Table 375, signifies the possibility of such cooperation. 

Initiatives have been undertaken at regional and bilateral levels to 
increase cooperation in energy sector in South Asia. After the formation of 
SAFTA in 2006, the South Asia Regional Energy Coalition was formed to 
promote advocacy initiatives by leading policy-oriented business associations 
in South Asia. The Dhaka Declaration 2005 established the SAARC Energy 
Centre (SEC) which started its operations in 2006 as a Special Purpose 
Vehicle (SPV) in Islamabad. The SEC is envisioned asa“catalyst for the 
economic growth and development of South Asian region by initiating, 
coordinating and facilitating regional as well as joint and collective action on 
energy”. In November 2014, SAARC member states signed the SAARC 
Framework Agreement for Energy Cooperation (Electricity), which 
emphasises the non-discriminatory access to national grids and negotiations on 
voluntary basis through bilateral, trilateral and regional agreements. 

Table 3: Non-coincident Peaks in South Asian Countries 

 Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec 

Bangladesh 
 *            

India North 
East **            

Bhutan 
 ***            

India East 
             

Nepal 
             

India North 
             

India West 
             

Pakistan 
             

India South 
             

*Blue indicates Low peak demands 

**Grey indicates Medium peak demands 

***Red indicates High peak demands 

While the regional initiatives are in place, bilateral agreements 
presently dominate the power trading arrangements in South Asia. Power 
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trading agreements exist between India and Bhutan, India and Nepal, and 
India and Bangladesh. Power trade between India and Pakistan was proposed 
but not much progress has been achieved on it because of the geopolitical 
dynamics in the region. India is also in talks with Sri Lanka for construction of 
an undersea transmission line between the two countries for electricity trade.76 
Further, the 2018 “Guidelines for the import/export of cross border electricity” 
by India facilitate this arrangement by allowing Bangladesh, Nepal and 
Bhutan to sign tripartite agreement for electricity trade and providing for 
transmission corridor on the Indian territory.77 This is an improvement over 
the 2016 guidelines which excluded private companies in these countries and 
gave India disproportionate control over the electricity trade through Indian 
territory.78 The new guidelines provide an enabling policy framework to 
support regional trade in electricity, which may evolve into regional electricity 
trading arrangements within the BBIN. 

Energy Cooperation with the non-traditional partners in Southeast Asia and 
Africa 

India’s overdependence on the MENA region (Figure 6) for fuels makes it 
vulnerable to the possible risk of supply shocks, and, therefore, compromises 
on its energy security. While this overdependence is exhibited in the case of 
China as well, the BRI seeks to address the problem and offer a solution by 
creating new supply routes and enabling infrastructure in other regions. In 
light of the competition that China brings in the energy sector, India should 
seek cooperation in energy with the non-traditional partners in Southeast Asia 
and Africa. 

The trends in trade patterns for fuels in selected Southeast Asian 
countries as shown in Figure 879 suggest complementarities in patterns of 
imports and exports of fuels where Malaysia, Indonesia, Vietnam and 
Myanmar are net exporters of energy. Analysing these trends together with the 
trends in accessibility of electricity as shown in Figure 980 for the energy 
exporting countries (Figure 8) highlights the rationale for India’s energy 
cooperation with Vietnam, Malaysia and Indonesia which can find a huge 
market in India. Southeast Asian countries are also engaging in cooperation 
with India to maintain the balance of power in the region in the light of the 
conflicts in the South China Sea. 
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Moreover, the 2018 “Guidelines for the import/export of cross border 
electricity” by India that provide an enabling policy framework to support 
regional trade in electricity, which may evolve into regional electricity trading 
arrangements within the BBIN, which can be further integrated with the 
ASEAN Power Grid (APG) through the northern sub-region via Bangladesh 
and Myanmar as shown in Figure 10.81 In line with the existing power trading 
arrangements, Myanmar will play an important role and act as a bridge 
between South Asia and Southeast Asia. India is currently developing the 
Tamanti multipurpose project close to the India-Myanmar border, with an 
installed hydropower capacity of 1200 MW in the first stage, 400 MW in the 
second stage, and 700 MW in the third stage.82 Myanmar can also be linked 
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with the proposed transmission grid between Nepal, Bhutan and Bangladesh 
via India. 

Figure 10: Sub regions within APG83 

 

Opportunities for cooperation also exist in the Trans-ASEAN Gas 
Pipeline (TAPG), which is a physical energy infrastructure project to support 
new market opportunities, and ensure energy security amongst the ASEAN 
states through interconnected gas pipeline infrastructure for ASEAN members 
and connectivity through LNG regasification terminals to enable gas to be 
transported across the borders of the member states.84 According to the IEA 
(2017) report, the prospects for the natural gas production and exports are high 
in the years to come. With its increased production, Myanmar will find 
markets for its natural gas both in India and Bangladesh. 

Similarly, India should look forward to increasing cooperation with the 
resource rich countries of Africa which has “7.5 percent of world’s proved gas 
reserves”, “7.6 percent of its proved oil reserves” and “3.6 percent of global 
coal reserves” and is “a key net energy exporter, accounting for 8 percent of 
global gas exports and 10 percent of global oil exports”.85 In the context of 
energy trade with India, Africa accounts for “a fifth of India’s total crude oil 
imports, having risen from nearly zero in 2005”, and “crude oil and gas over 
two thirds of exports to India”.86 India’s trade with Africa has traditionally 
been driven by the Western African region; trade with Northern and Southern 
African regions has also increased over the years. Indian oil companies, both 
public and private have invested in equity assets in Africa countries.87 During 
the 2009 India-Africa Hydrocarbons Conference, India identified main areas 
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of cooperation with African countries including increasing imports of crude oil 
from Africa, exploring opportunities to source more liquefied natural gas from 
Africa, assisting Africa with skills and technology needed for the same and 
supporting Africa’s community development programmes.88 

The complementarities in resource endowments, supply-demand 
dynamics, and energy poverty and access are the driving force of energy 
cooperation between India and Africa. Also, there are synergies in cooperation 
that has witnessed increasing crude oil export from Africa and the 
simultaneous exports of refined petroleum from India to Africa.89 Further, 
through the ISA, India has pledged a concessional credit line of US$2 billion 
to Africa over five years for the implementation of off-grid solar energy 
products.90 

Cooperation with China 

The competition for energy resources between India and China has also led to 
an expensive bidding against, and also increased the bargaining power of the 
fuel exporting countries. For instance, in Angola in 2005, India bid $600 
million for a 50 percent stake in its oil field with a commitment to include $20 
million for Angola’s railway construction project. However, China won the 
bidding by offering $2 billion.91 The increased costs of procuring energy 
projects owing to high competition led India and China to discuss cooperation 
in specific projects. Table 4 provides the list of energy projects where India 
and China have cooperated. 

Table 4: China-India Cooperation in Energy Projects92 

Country Project China’s share 
and company 

India’s share 
and company 

Sudan Greater Nile Oil Project 40% CNPC 25% ONGC 
Iran Yadavaran Oil Field 51% SINOPEC 20% ONGC 
Syria Purchase of PetroCanada’s 

37% stake in Syrian oil 
field 

37% joint holding by SINOPEC and 
ONGC 

Columbia Omimex de Colombia 
acquisition of company 
with oil assets 

50% SINOPEC 50% ONGC 

Peru Exploration right in natural 
gas block 155 

Joint bidding by CNPC and DMCC 
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Competition among the energy importing countries also gives an 
undue advantage to the exporting countries and allows them to hike the prices 
and adopt discriminatory pricing to their benefit. This has been evident in the 
functioning of the Organisation of Petroleum Exporting Countries (OPEC), 
which increased oil prices from $30 a barrel to $80 in 201893 and imposes 
“Asian Premium”94on oil exports to Asian countries. This has put energy 
importing countries like India and China at a disadvantageous position by 
adversely affecting their balance of payments and reducing their energy 
security. As a result, both India and China have initiated cooperation and are 
working on reducing the cartel’s influence on the oil market and increase their 
own bargaining powers. Towards this end, India had discussed with China, the 
possibility of forming an “Oil Buyer’s Club” at the International Energy 
Forum (IEF) meeting in April 2018, to be extended to Japan and South Korea 
to negotiate better terms with sellers and do away with the discriminatory 
pricing, and also to reduce the dominance of the cartel.95 The initiative has 
now gained an institutional character with India and China moving ahead to 
set up a Joint Working Group (JWG) on energy.96Other than oil, India and 
China are looking forward to develop prospective swap arrangements in LNG, 
given the fact that there are complementarities in the LNG demand, with 
China’s peak LNG demand being in the winter season owing to its heating 
requirements, and India’s peak LNG demand being in the summer season.97 
Such initiatives for cooperation may also be supplemented by cooperation in 
renewable energy. China and India have emerged as the global leaders in 
scaling up their renewable energies, but huge investments remain needed in 
the sector to align with the targets set under the Paris Agreement.98 With 
India’s renewable energy sector expected to offer investment opportunities of 
USD 30 billion every year for the next decade and beyond, China is well-
suited to become a major investor.99 The 4th India-China Strategic Economic 
Dialogue in 2016 has already witnessed the willingness of the two countries to 
cooperate over wind and solar energy.100Collaboration over renewable sources 
will not only address the issue of energy security in both India and China, but 
will also aid in meeting both countries’ carbon emission targets and 
sustainable development goals. 

Conclusion 

The article illuminatedthe energy security dimension of BRI projects, and its 
implications for India. This has been done against the background of the 
increasing energy demand in both India and China and the consequent 
competition for the limited energy resources, particularly in the Middle East, 
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and the security of oil transit routes. Analysis of the BRI suggests that energy 
exploration and investments are one of the major areas of emphasis for the 
Chinese, and are a response to do away with the issue of Malacca Dilemma. 
The study of the BRI routes and corridors highlight their overlaps with the 
existing energy transit routes for China covering all the major exporters. This 
has serious implications for India’s energy security, and economic and 
strategic interests in the region. As such, India should proactively work to 
address these issues. 

While cooperation in the energy sector in South Asia, Southeast Asia, 
and Africa is necessary, it is also important to identify the potential challenges 
that might hamper cooperation in the energy field. In South Asia, for instance, 
economic benefits are not a driving force for cooperation. Any attempt at 
cooperation will also have to take into account environmental developments 
globally. While considering the commitment to curb carbon emissions, 
cooperation should focus on the renewables and clean sources of energy. 
Renewables provide an opportunity for India-China cooperation as well and 
may address the problem of competition over the same energy fuels. Finally, 
there is a need for a model that offers alternative to the BRI and does away 
with its limitations of debt trap, and disregard for international rules and 
norms. The alternative should be in the form of agreements that are mutually 
beneficial and bring benefits to all the parties. 
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Kanti Bajpai and Siddharth Mallavarpu (Eds.), India, the West and 
International Order, Delhi: Orient Blackswan, 2019, 332 pp.  

India, the West and International Order is an edited book by Kanti Bajpai and 
his doctoral student, Siddharth Mallavarapu. Bajpai, a well-known scholar of 
international relations, is the director, Centre on Asia and Globalisation, Lee 
Kuan Yew School of Public Policy at National University of Singapore. 
Mallavarapu is Professor, Department of International Relations and 
Governance Studies at Shiv Nadar University.  

As informed by authors, this is the first part of a multi-volume series on 
India’s international and strategic thought. The idea is to identify intellectual 
resources, and to show how the notion of the international was envisioned, 
dating back from early nationalists up to contemporary times. The volume 
seeks to locate India’s international thought within the growing debate on 
‘post-Western International Relations’ while bringing it to the centre stage of 
global conversations on IR. Both authors have edited two anthologies on IR 
thinking in India titled International Relations in India: Bringing Theory Back 
Home, and International Relations in India: Theorising the region and nation, 
also published by Orient BlackSwan.  

With some exceptions, Indian IR predominantly depends on the paradigms 
and theories of Western IR – realism, liberalism, constructivism, and 
postcolonial thought. The primary reason of such dependence is also not 
difficult to understand: producing knowledge that is different from what is 
produced by the West runs the risk of not being recognised as a part of the 
discipline. However, academic attempts to unearth an Indian dimension to the 
IR are not new. Indian scholars from across the disciplines have become vocal 
in their attempts to articulate non-Western visions of international order. 
Bajpai and Mallavarapu demonstrate that to be part of the global dialogue in 
IR, it is neither necessary nor sufficient to speak the language of the 
mainstream or West-oriented discipline.  

The 332 page volume contains excerpts from the writings of nine key modern 
Indian personalities – Swami Vivekananda, Gopal Krishna Gokhale, 
Rabindranath Tagore, Sister Nivedita, Annie Besant, Mahatma Gandhi, 
Vinayak Damodar Savarkar, Madhav Sadashiv Golwalkar, and Sayyid Abul 
A’la Maududi. The dominant theme in the volume is the nature and scope of 
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nation-state and nationalism as envisioned by those Indians whose intellectual 
imprints have been indelible.  

Authors tell us that mainly three different types of international orders emerge 
from these writings. First, ethno-nationalists, such as Savarkar and Golwarkar, 
emerge as champions of Westphalian order – interstate system based on 
sovereign nation-states – which is underpinned by majoritarian ethno-
nationalism (p. 38). Second, civic nationalists, represented by Vivekananda, 
Gokhale, Tagore, Sister Nivedita, Besant and Mahatma Gandhi, who do not 
disguise their discomfort with Western modernity and its political system of 
nation-states. They would desire Indians to live in small communities 
governed by traditional values and norms. This order is to be based on 
dharmic guidelines. The authors have drawn interesting parallels between 
India’s dharmic notions with the Chinese theory of tianxia based on pre-
defined roles and responsibilities (pp. 39-40). Maududi’s Islamism represents 
the third type of international order which would be governed by Islamic 
values and principles.       

While there is an academic interest in recovering visions of internationalism 
on account of growing debate on India’s role in the emerging international 
order, in some ways this recovery assumes greater significance given the 
efforts to redefine the nature of Indian nationalism in post-Hindutva political 
milieu. For instance, Sister Nivedita’s reading of Indian history is at variance 
with how votaries of Hindutva would read prominent events and personalities 
in medieval India. For her, “[i]t is a mistake to think that India has not in the 
past been a well-organised nation. Ashoka, two and a half centuries before 
Christ, Chandra Gupta Vikramaditya, four centuries after Christ, and Akbar 
and his immediate successors, have all been men who understood the idea of 
Indian Nationality” (p. 108). This is important observation since Mughal 
emperors including Abkar have come under increasing attack from the right-
wing groups for being ‘anti-national’. At a moment when India’s 
constitutional identity enshrined in ideals of federalism seems under stress, her 
interpretation of Rama is also fairly appealing:  “It is not the picture of Rama 
winning the allegiance of the tribes that impresses us so much as that of 
Valmiki, dreaming two thousand years ago, of the statesmanlike federation” 
(p. 108).  

Vivekananda’s teachings about Vedanta philosophy, his message to Indian 
men to become powerful and courageous in order to fight the British, his 
invocation of India’s cultural greatness, and his emphasis on the spiritual basis 
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for human freedom, love and compassion, resonated with his audiences both 
in India and the West. However, his ambivalence toward violence and 
rejection of absolute non-violence have been matters of intense academic 
discussion. Reading Rabindranath Tagore in the era of hyper-nationalism is a 
liberating experience. For him, the real problem is not political but social. He 
counters the notion that nationalism can ever be a religion. Mahatma Gandhi 
wrote in very simple language, but his message remains powerful, far-reaching 
and relevant. His assertion that “[i]t is a superstition and ungodly thing to 
believe that an act of a majority blinds a minority,” (p. 194) has an eerily 
prescient ring of contemporariness.   

Reading two prominent Hindutva ideologues, Sawarkar and Golwalkar, at a 
moment of inexorable ascendance of Hindutva can be an eye opener. Many of 
Golwalkar’s views can frequently be heard by prominent ministers of the 
ruling party at the centre; ‘Others’ must be sufficiently indigenized and 
homogenized to merge their different identities into a single ‘nation’.  

The role of Maulana Abul A’la Maududi in developing a blueprint for the 
establishment of an Islamic government or caliphate is well documented. He 
played a pioneering role in the Islamization of Pakistan during the military 
regime of General Zia-ul Haq, and his influence extends well beyond 
Pakistan’s boundaries. His writings provide enough insights as to why he is 
credited with transforming Pakistan into a place where religious sectarianism, 
anti-Indianism, militarism and jihadism have become rampant. Championing 
blind adherence to the Quran and the Sharia, he forecloses any possibility of 
cultivating a questioning spirit. Maududi’s disdain for non-violence is clearly 
apparent in his arguments; he vehemently criticises a Turkish scholar-
politician Khalidah Addeb Khanum, who visited India for giving public 
lectures, for suggesting that Mahatma Gandhi “is a perfect model of modern 
Islam,” even going to the extent of questioning her understanding of Islam (p. 
304).  

It remains unclear why the authors have not included another important 
Muslim intellectual of British India – Muhammad Iqbal. Probable reason 
could have been his role in the Partition: Iqbal is regarded as being the 
spiritual inspiration behind the Pakistan Movement, insisting that Muslims 
should live separately from Hindus to safeguard their social, cultural and 
political rights.   
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Readings of extracts in the volume remind us once again that the nature of 
Indian nationalism has been a matter of intense debate and controversy 
beginning with the struggle for independence. The political rise of Hindutva 
has given the people of India a historic opportunity to re-define their national 
identity and reconstruct its nationalism. To remain true to its ethos reflected in 
the Indian Constitution, Indian nationalism should remain civic, pluralistic and 
inclusive as most of the thinkers have argued passionately.   

Overall, India, the West, and International Order is an important academic 
endeavour. At the heart of the book, and its underpinning throughout, is the 
question: What is India’s role in shaping the international order? It addresses a 
significant topic and is a valuable addition to research in the field of India’s 
intellectual engagement with the Western thinking on politics and 
international relations. This is the kind of work that only someone with Kanti 
Bajpai and Siddharh Mallaparvu’s deep knowledge of IR theory could have 
authored.  

Vinay Kaura 
Centre for Peace & Conflict Studies, Jaipur, India 
 

 

Howard W. French, Everything Under the Heavens: How the Past Helps 
Shape China’s Push for Global Power, New York: Alfred K. Knopf, 2017, 
329 pp. 

Everything Under the Heavens is yet another captivating and intriguing title 
by Howard A. French, the author of China’s Second Continent: How a Million 
Migrants are Building a New Empire in Africa. In view of China’s rapid 
ascension to power, rivalling the United States, this book – beginning with 
historical quotes – is significant in understanding historical underpinnings of 
China’s current power pursuit and in speculating as to how China is likely to 
exercise this power in decades to come.  

With a penetrative analysis of the developments — specifically takeover of the 
Ryukyus — causing “national humiliation” and a setback to tian xia, French 
anticipates it will “fuel today’s deep Chinese animus toward its neighbour, 
feeding the need to overcome Japan, the need for revenge” (p.52). Moving 
forward, he concludes Chapter 1 with a note that “China is increasingly 
determined to brook no rivals in the region, which will first require bringing 
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Japan to heel and then…forcing the Americans out of its nearby oceans”  
(p. 53). 

Backed up by strong research and interesting anecdotes, the subsequent 
chapters exhibit historical undercurrents in China’s motives, strategies and 
approaches to issues of national interest, with regional and global implications. 
Chapter 2, focusing on the South China Sea, pinpoints the role of Chinese 
cartographers in making the Sea appear like “a natural extension” of China, 
coupled with the spirit of the tian xia system in creating smaller neighbours’ 
dependency on China.  

Knopf rightly points out that China has a long way to go in technological 
capacity, innovative technologies, science and engineering, industrial base, 
and defence. Nevertheless, his observations in terms of comparison with the 
United States pertain to the pre-Trump era, and as such, do not hold true in 
certain ways. For example, he points out, “China today is a country virtually 
without allies, whereas America has a globe-spanning network of formal 
alliance relationships and a set of fundamental values – based on participation, 
openness, democracy and human rights – that constitute a tremendous appeal 
for peoples all over the world… (p. 284). Interestingly, this statement seems 
more applicable to the US context during the Trump presidency, characterized 
by the “America First” slogan and retrenchment policies.   

From the organization point of view, the use of headings in the text would 
have provided a clear direction to readers. Nevertheless, the book 
marvellously succeeds at connecting historical experiences and national 
priorities with the Communist government’s international relations. The book 
will be immensely useful for students and scholars of Chinese history, China 
studies, and Chinese foreign policy. 

Romi Jain 
University of British Columbia, Canada 
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