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JAGGED SPHERE: CHINA’S QUEST FOR INFRASTRUCTURE AND INFLUENCE IN MAINLAND SOUTHEAST ASIA

The Lowy Institute is an independent policy think tank. Its mandate ranges
across all the dimensions of international policy debate in Australia —
economic, political and strategic — and it is not limited to a particular
geographic region. Its two core tasks are to:

e produce distinctive research and fresh policy options for Australia’s
international policy and to contribute to the wider international debate

e promote discussion of Australia’s role in the world by providing an
accessible and high-quality forum for discussion of Australian
international relations through debates, seminars, lectures, dialogues
and conferences.

Lowy Institute Analyses are short papers analysing recent international
trends and events and their policy implications.

The views expressed in this paper are entirely the authors’ own and not
those of the Lowy Institute.
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KEY POINTS

e China has land borders with mainland Southeast Asia and strong
strategic imperatives to develop land routes to the sea. It has both
potential and motivation to pursue an infrastructural sphere of
influence in the Mekong subregion through Belt and Road Initiative
(BRI) projects joining southern China and mainland Southeast Asia.

e The poorer states, especially Laos and Cambodia, have been
receptive to the BRI and infrastructure investment, but Thailand
and Vietnam, strong states and protective of sovereignty, have
been more cautious. This means China’s impact is significantly
varied across the subregion.

e China’s Special Economic Zones (SEZs) in Cambodia, Laos, and
Myanmar are in some cases dissolving borders and in others
carving out Chinese-controlled enclaves, all increasing the
People’s Republic of China (PRC) presence and influence.
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EXECUTIVE SUMMARY

Mainland Southeast Asia is a region characterised by a vast asymmetry,
between the state destined to become the world’s largest economy —
China — and three of the world’s Least Developed Countries. This
means the region risks being drawn into a Chinese sphere of influence.
The connective infrastructure being developed across China’s borders
and traversing mainland Southeast Asia has the potential to reshape
strategic geography, as well as the regional economic landscape.
Closely tied to state interests, China’s investment is carving out new
transport routes to the sea — in the form of road, rail, and waterways —
and establishing new nodes of control in the form of Special Economic
Zones (SEZs). This paper assesses progress on these lines and nodes
and finds a mixed picture. While the weaker governance of Laos and
Myanmar means they are attracted to SEZs and vulnerable to Chinese
investment and erosion of sovereignty, transport corridors are
progressing more slowly. By contrast, Thailand and Vietnam are
adapting to the Belt and Road Initiative in a way that serves their
interests as much as China’s. Other external actors, most notably
Japan, will continue to play important roles. China’s sphere of influence
in mainland Southeast Asia therefore remains fractured and partial, as
the strong states of Thailand and Vietham seek to preserve the
greatest autonomy possible. This finding will be of importance to
policymakers seeking to understand how China’s geoeconomic policies
are playing out among the smaller states of the Indo-Pacific.
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The emerging land
connections between
Mekong states, and
between the Mekong
states and China, are
significant, and
historically
unprecedented.

INTRODUCTION

One evening in September 2019, my colleagues and | sat in a café in the
northern Laos town of Luang Namtha. A car drew up and parked
outside. Two young men got out and sat down for a meal. They spoke
Lao and Mandarin fluently and had driven more than 3500 kilometres
from the northern Chinese city of Harbin. China’s infrastructural
network of 5 million kilometres of road, 146 000 kilometres of railroads,
20 000 tunnels, and 230 airports is increasingly connected to
mainland Southeast Asia, prompting the question of whether
geography will become destiny. ! As the Belt and Road Initiative (BRI)
unfolds, and the previously remote regions of Europe and Asia become
a single ‘Eurasia’, significant change in continental strategic geography
is also occurring in mainland Southeast Asia.? Given control of
transport corridors is a hallmark of geoeconomic power, increasing
connectivity is of potentially immense importance.®

The emerging land connections between Mekong states, and between
the Mekong states and China, are significant, and historically
unprecedented. Mainland Southeast Asia - the Mekong region -
comprises Cambodia, Laos, Myanmar, Vietnam, and Thailand.* Like
Southeast Asia writ large, it is between China on the one hand, and
external powers United States, Japan, India, and Australia on the other.
Historically this has mattered. During the Second World War, Japanese
troops landed first in Thailand and moved down the peninsula to take
Malaysia and Singapore. In the Cold War, the United States feared a
succession of falling Southeast Asian dominoes as communism spread
southward. Since the 1990s, Mekong states have made up half of the
Association of Southeast Asian Nations (ASEAN), the regional
organisation struggling, as geopolitical competition intensifies, to
maintain its role as the ‘strategic convenor’ of the Indo-Pacific region.
The geopolitical alignment of the five ‘Mekong countries’ is thus
politically and strategically important. Both the West and China want
these states neutral, if not aligned. So the question, “whither mainland
Southeast Asia?”, is attracting attention, especially in view of the ever-
increasing flows of Chinese trade and investment, and the roll-out of
China’s BRI through the Indochina Peninsula.®

LOWY INSTITUTE ANALYSIS
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North South
Economic
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East West Economic
Corridor (EWEC)

Southern Economic
Corridor (SEC)

Notes

NSEC, EWEC, and SEC are corridors
of the Greater Mekong Subregion.
BCIMEC and CICPEC are corridors
of the Belt and Road Initiative (BRI)
Some sources say NSEC routes

are part of the BRI.

LOWY INSTITUTE

This paper examines China’s quest for influence in mainland Southeast
Asia through the prism of infrastructural connectivity. It does this for
four reasons. One, infrastructure is at the intersection of both China’s
goals for national security through regional dominance, and the
Mekong states’ goals for economic security through development — an
intersection Evelyn Goh has called the “economics-security nexus”.®
Two, mainland Southeast Asia is distinctive in its physical, terrestrial
connectedness to China. Yunnan, China’s southernmost province, has
a 4060-kilometre long border with Myanmar in the west and Laos and
Vietham in the south. With over 48 million people, it is China’s linchpin
southern province with deep connections — cultural, strategic, and
economic — down into the countries of mainland Southeast Asia.’
Three, barring the case of Vietham in relation to disputed territories in
the South China Sea, it is development, rather than the threat or use of
force, which characterises current relations between China and
mainland Southeast Asia. Four, the world has arguably entered an era
of geoeconomic competition. As the global shift in power from West to
East has occurred, it has been accompanied by the rise of a powerful
state for whom capitalism is necessarily in the service of the state.®
Consequently geoeconomics, the view which supposes economics to
be a tool of states as they compete, is of increased relevance.
Infrastructural connectivity in Southeast Asia is a key illustration of
economic competition at play in the region.

LOWY INSTITUTE ANALYSIS
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To help throw light on how connectivity is developing, this paper
considers the state of transnational Mekong infrastructure in two
dimensions. The first dimension is that of lines of access. This means
looking at transport connectivity: road, rail, and internal waterways, and
the extent to which they serve China’s interests or those of other
been set up across states.® The second dimension is that of nodes of control. Economic
corridors exist to connect zones of production and consumption. In the
mainland Southeast Asia context these nodes are often Special
extending specia/ Economic Zones (SEZs). These zones have been set up across
Southeast Asia, extending special legal and tax treatment to encourage
foreign investment. In some cases, SEZs have generated significant
treatment to Chinese presence in areas including construction, manufacturing,
business, and industry. China’s SEZs strengthen its presence and
influence in mainland Southeast Asia, in some instances with evidence

These zones have

Southeast Asia,

legal and tax

encourage foreign

Investment. of a concomitant erosion of sovereignty on behalf of the Mekong states
who host them.

The prevailing commentary on China’s presence in Southeast Asia
tends towards dramatisation. Observing the world’s second-largest
economy towering over the smaller states on its southern periphery,
some predict the submission of the region to a “Chinese sphere of
influence”.1° Others warn of the region’s borders dissolving as China’s
economic influence grows, or ASEAN splitting or ejecting some
Mekong countries if they continue to drift into China’s orbit.1?
Analysing the region in terms of China’s infrastructure influence
provides some important perspective on such prognostications.

The meaning of the term ‘sphere of influence’ has evolved considerably
since first coined and is subject to very diverse interpretations.*? This
paper proceeds on the interpretation that ‘sphere of influence’ means
predominant influence in a geographically bounded area, and argues
that any Chinese ‘sphere of influence’ in mainland Southeast Asia will
be geoeconomic and jagged. Geoeconomic, because China is using
infrastructure for strategic purposes. And jagged, because the two
strong Mekong states, Vietnam and Thailand, are resisting being drawn
into China’s orbit, cushioned by Vietham’s rapprochement with the
United States, the US-Thai alliance relationship, and Japan’s backing.
Others, especially Cambodia and Laos, are far more accommodating.
This paper documents cases of the extension of China’s influence into
mainland Southeast Asia, which | argue amount to Mekong states
subordinating sovereignty to their economic goals. At the same time, |
argue that even though China has become the primary economic
partner to the Mekong region, the two larger states of Vietham and
Thailand will continue to exercise considerable agency and autonomy.
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Before discussing China’s lines and nodes, it is useful to first examine
the goals of both the Mekong states and China.

Why do the Mekong states want infrastructure and
integration?

Poverty and lack of infrastructure still plague mainland Southeast Asia.
In 2017, the Asian Development Bank (ADB) estimated that across
Southeast Asia infrastructure investment was needed at a rate of
US$184 billion per annum, or US$210 billion per annum if climate
change was taken into account — more than double the investment
levels of 2015.1% The investment gap is especially pronounced amongst
the four late-joining ASEAN members: Cambodia, Laos, Myanmar, and
Vietnam (also known as CLMV). The CLMV countries were devastated
by the wars of the twentieth century and the legacy of
underdevelopment has been long-lasting.'* In 1999, the CLMV
represented 8 per cent of ASEAN'’s total GDP despite comprising 27
per cent of ASEAN’s population.*® In 2019, the average GDP per capita
of the CLMV states was a tenth of the remaining ASEAN-6.%¢ Although
the gap is narrowing, Laos, Cambodia, and Myanmar remain Least
Developed Countries (LDCs), states that the United Nations describes
as having “severe structural impediments to sustainable
development”.!” These impediments include low levels of schooling and
literacy, under-nourishment, and high levels of infant mortality.®

Py W < o <
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A street poster in Laos celebrates the 70th anniversary of the founding of the
Lao People's Armed Forces. The poster reads, “Everything to protect and
develop the nation”. Image: Greg Raymond.
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Unsurprisingly, the leaders of Laos, Myanmar, and Cambodia have all
proclaimed infrastructure as a route out of poverty. The Lao People’s
Revolutionary Party has sought to maintain its legitimacy by turning
increasingly to economic development, drawing on lessons from its
neighbours China and Vietnam, especially as commitment to socialist
Cambodia’s prime ideology and memory of its “glorious” history of opposition to foreign
oppressors diminished.’® Before the outbreak of post-coup civil
' _ conflictin 2021, Myanmar aimed to graduate from LDC status by 2025,
coun ff)/'S expansion with infrastructure featuring strongly in its goals. Focusing on the “rapid
development of fundamental economic infrastructure”, roads and ports
were part of its 2016 Economic Policy, and the Myanmar Sustainable
a marker of his Development Plan noted that the country’s development would be
limited if its infrastructure gap were left unaddressed.?° Hun Sen,
Cambodia’s prime minister, touts his country’s expansion of
“competent infrastructure as a marker of his “brilliance” and “competent
leadership”.?!

Hun Sen,

minister, touts his

of infrastructure as

“brilliance” and

leadership”.

Hence the integration of mainland Southeast Asia has never been
solely a China story. Connectivity has been a goal pursued equally — at
least rhetorically — by the Mekong countries themselves, ASEAN, and
Japan through the Asian Development Bank and the Greater Mekong
Subregion Economic Cooperation Program.??2 Connectivity has been
core to the liberal economic agenda pursued by the Mekong states and
indeed ASEAN in the post-Cold War era, to simultaneously strengthen
regime security, build prosperity, and avoid conflict.

Why does China want regional integration?

The Chinese state, through its BRI and other programs, is fostering
multiple road and rail linkages to its southern periphery and
establishing new nodes of control in the form of SEZs. In 2020, the
World Bank declared that the development of connective
infrastructure currently underway in mainland Southeast Asia has “the
potential to reshape the regional economic landscape”.?®

Why is China doing this? First, China’s leaders have always understood
that infrastructural power — the capability to shape the built
environment to achieve political goals — is the principal means by
which states penetrate the lives of their citizens and enforce their will.
In 2001, President Jiang Zemin answered critics of the Qinghai-Tibet
railway, saying: “Some people advised me not to go ahead with this
project because it is not commercially viable. | said: ‘This is a political
decision.”.?* There are parallels between the programs China has used
to develop its own Western provinces and those it is pursuing beyond

LOWY INSTITUTE ANALYSIS
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its border.?® Both have emphasised large-scale infrastructure,
government subsidies, and new transportation routes. In fact, some
‘Going West’ projects, like the Qinghai-Tibet railway, are becoming BRI
projects as they extend beyond China’s borders.2®

Vietnam’s proposed
" North-South high-
speed rail line

Kunming-Kyaukphu line |
(cancelled). Negotiations
now underway for a
Muse-Mandalay line.

!

.
Ho Chi Minh
Singapore to Kunming

Rail Link (SKRL)

Source

Railway GIS data, with permission:
Reed; Trubetskoy; World Bank Group.
Assessing the Value of Market Access from

Belt and Road Projects. 2019. LOWY INSTITUTE

® Singapore

Rail linkages fostered through China's Belt and Road Initiative establish new
nodes of control in the form of Special Economic Zones (SEZs). In 2020, the
World Bank described the emerging connective infrastructure as having “the
potential to reshape the regional economic landscape”.

Second, China wants to change its strategic geography. After the First
World War, Germany wanted a railway from Berlin to the Persian Gulf
via Baghdad, to compensate for Britain’s naval supremacy.?’ In our
region today, Singapore’s location and status as a de facto US ally
points to the reasons China seeks infrastructural connectivity.
Singapore sits astride the Strait of Malacca, the narrow stretch of water
that cargo must traverse when passing northwards to the economic
dynamos of Northeast Asia. Resident in Singapore are 15 separate US
military commands, including the headquarters of the US Commander
Logistics Group Western Pacific and the US Military Sealift Command
Far East.?® Singapore’s Changi Naval Base regularly hosts US aircraft
carriers, littoral combat ships, and P-8 Poseidon maritime surveillance
aircraft.?® A US blockade of the Strait would be feasible and would
strangle China’s economy. For China to change its strategic geography,
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If China did acquire
military bases on
Cambodia’s coast —
a topic of intense
speculation in recent
years — it could
greatly complicate
planning for Vietnam
in any conflict over
the South China Sea.

through increased access to the sea, it will need to establish
connectivity across mainland Southeast Asia. The Laos-China railway
is one among many routes that China is pursuing to provide this
redundancy. A completed Singapore to Kunming railway could mean
that an additional 1.5 million tonnes of trade between China and ASEAN
currently transported via maritime routes could be transported instead
by the railway.®® This would assist China in overcoming its ‘Malacca
Dilemma’, in which US naval supremacy and regional alliances have the
power to cut China’s supply lines at will.3* Routes and access to the sea
could provide other military advantages. If China did acquire military
bases on Cambodia’s coast — a topic of intense speculation in recent
years — it could greatly complicate planning for Vietnam in any conflict
over the South China Sea.?? Strengthening its position as a continental
power in mainland Southeast Asia would assist China’s contestation of
the Indo-Pacific maritime environment, adding to the strategic
advantage it has already secured through its Gwadar Port lease in
Pakistan as part of the China-Pakistan Economic Corridor Project.3*

Third, China’s building of connective infrastructure also serves its
geoeconomic goal by orienting supply chains in a way that cements
China as an economic hub. This is consistent with the Marxist ideology
of the Chinese Communist Party (CCP), which sees economic power as
the foundation of national power. China’s rejuvenation and ascent to
global power, its leaders believe, needs to be achieved through
economic rather than military means. Infrastructure is critical to a China
as a modern economy reliant on manufacturing. Writer Zhang Hong
emphasises that the CCP is strongly aware that previous socialist
regimes failed to obtain structurally important positions in the global
economy. China’s leaders, in contrast, are set on China becoming a
superpower by occupying strategic, structurally advantageous
positions in the global economy.3*

LOWY INSTITUTE ANALYSIS
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TRADE, INVESTMENT,
INFRASTRUCTURE, AND A
CHINESE SPHERE OF
INFLUENCE

How much can trade and investment flows tell us about the
geoeconomics of mainland Southeast Asia? This paper argues that the
answer is ‘much, but not everything’. Chinais the largest trading partner
for the region as a bloc, and the largest trading partner for each of the
countries except Laos, for which it is the second largest partner.
Chinese investment, particularly in in Laos and Cambodia, is also
conspicuous and important, but trade and investment alone do not
make mainland Southeast Asia a Chinese sphere of influence.®®
Cambodia trades more with ASEAN countries as a bloc than it does
with China.®® So does Thailand: 19 per cent of its trade is with China,
but 23 per cent is with ASEAN.%” This should not be surprising, as in
2019 China’s share of total ASEAN trade was only 18 per cent, and
mainland Southeast Asian countries are highly-outward facing —
Vietham and Thailand together have three of the world’s fifty busiest
ports.®® Moreover, calling mainland Southeast Asia an economic sphere
of influence would imply that there is something special about the level
of economic interaction between mainland Southeast Asia and China,
such that this geographic area warrants being demarcated as a sphere.

In fact, China’s economic influence is significant and influential across
the globe; for example, Australia has almost the same proportion of its
trade with China as Myanmar does.*® African and Pacific Island states
are large-scale recipients of Chinese aid and investment, just as
Cambodia and Laos are. And it is hot only Southeast Asian states such
as Cambodia that avoid criticism of China because of its economic
support; the European Union (EU), like ASEAN, did not call for China to
comply with the ruling of the 2016 United Nations Convention on the
Law of the Sea (UNCLOS) Arbitral Tribunal on the South China Sea. Like
ASEAN, the EU was prevented by its poorer members fearful of China’s
retaliation.*® Therefore, infrastructure and connectivity, rather than
trade and investment, should be the focus in order to understand the
specific character of any Chinese sphere of influence among the
Mekong states.*!

Given China’s geoeconomic ambitions and CLMV need, a geoeconomic

infrastructure-sphere of influence might appear a foregone conclusion.
But mainland Southeast Asian states are not a blank canvas, and in
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order to grasp how integration will unfold, and on whose terms, it is
important to understand the subtle blend of cooperation, competition,
and quiet resistance to China’s infrastructural ambitions that
characterise the dynamics of the subregion. We also need to
understand that while mainland Southeast Asia has three LDCs
seeking to escape poverty, it also has two strong states, Thailand and
Vietnam, that have held their own aspirations for subregional
dominance at various times. They have the capacity to leverage their
geography and protect their sovereignty to a larger degree. But before
scrutinising these emerging phenomena, it is useful to briefly survey
the longer arc of the integration of mainland Southeast Asia and
southern China.

LOWY INSTITUTE ANALYSIS 1
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A SHORT HISTORY OF MEKONG
INTEGRATION

For centuries, the borderlands of China and mainland Southeast Asia
lay at the fringes of states and empires. Mountainous topography,
geographic inaccessibility, and complex ethnic makeup made the
borderlands difficult to incorporate into either Chinese or Southeast
Asian states. In the nineteenth century, it was quicker to sail from
Saigon to Paris than travel overland from Saigon to Luang Prabang in
Laos.*? The colonial period did little to change this. Britain controlled
India and Burma, France ruled Indochina, and Thailand lay
independent, albeit vulnerable, between these spheres of influence.
There was little connection.

As decolonisation and the twentieth century progressed, the emerging
states built infrastructure connecting the outlying parts of their
territory with their capital cities. But the divisions of the bipolar world
of the Cold War held sway. Thailand was reluctant to connect to
Vietnam and Laos, and vice versa, and zones of economic activity
remained disconnected. Two historic events led to efforts to overcome
this fragmentation, the first political, the second economic.

The end of the Cold War, and with it the end of Indochina conflict, was
an important milestone in increasing connectivity. The embrace of
market-based economic policies in China, Laos, and Vietnam brought
more interest in subregional economic cooperation.”® In 1992, the
Greater Mekong Subregion (GMS) minilateral forum was founded,
consisting of the Mekong states plus China’s Yunnan province. Member
states signed on to the theory that increasing transport connectivity
would attract private capital investment in tourism, agriculture, and
manufacturing, thereby reducing poverty. China saw the GMS as a
means for development of its poorer western provinces, a goal which
was written into the Tenth Five-Year Plan (2001-2005) and which has
continued under the rubric of the BRI.** Although the GMS coordinates
rather than finances infrastructure projects, it has been the most
important forum for improving transport connectivity in the subregion.

The Asian Financial Crisis of 1997 was the second event that rallied
ASEAN states around the idea of integration and connectivity. After the
economic devastation, some 359 treaties and agreements were forged
in pursuit of increased Southeast Asian integration, including the
establishment of an ASEAN Development Fund and agreement to
introduce an ASEAN Economic Community by 2015.4% ‘Connectivity’

LOWY INSTITUTE ANALYSIS
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The rise of China and
advent of the BRI
represent the most
recent chapter of
mainland Southeast
Asia’s integration,
with the BRI’s budget
estimated to be
between US$1 trillion
and $1.3 trillion.

became a new article of political faith within the revitalised integration
agenda, and in 2010, the first Master Plan on ASEAN Connectivity
(MPAC) was issued. Among the priority land transport projects
contained in the plan were completing a 38 400 kilometre ASEAN
Highway Network and completing the Singapore to Kunming rail link
(SKRL) by 2015.4¢

The rise of China and advent of the BRI represent the most recent
chapter of mainland Southeast Asia’s integration, with the BRI’'s budget
estimated to be between US$1 trillion and $1.3 trillion.*” President Xi
Jinping announced the policy during a visit to Central and Southeast
Asia in October 2013, dubbing it the Silk Road Economic Belt and the
21st Century Maritime Silk Road and then subsequently using the
umbrella term One Belt One Road [yi dai yi Iu].*® The policy drew on
older practices of infrastructure diplomacy, but this time, led by the
National Development and Reform Commission, comprised a mix of
economic and foreign policy objectives ranging from counteracting the
United States’ Pivot policy to exporting China’s industrial
overcapacity.*® Xi also announced the establishment of the Asian
Infrastructure Investment Bank (AlIB) in September 2013 to provide a
new means of propelling connectivity, both with its neighbours and
across Asia more broadly.*® Some of the AlIB’s US$100 billion budget
has already been allocated to GMS projects, such as road improvement
in Laos.%!

The BRI has two corridors applicable to mainland Southeast Asia, one
that passes through Myanmar (the Bangladesh-China-India-Myanmar
Economic Corridor (BCIMEC)) and another that traverses Thailand,
Vietham, Laos, Cambodia, and Malaysia (the China-Indochina
Peninsula Economic Corridor (CICPEC)).52 These aim to leverage the
proximity of large Chinese provinces such as Yunnan, Hainan and
Guangxi, supporting their continued development by integrating with
Southeast Asia. Yunnan, for example, has a GDP per capita significantly
bigger than the three Southeast Asian states on its borders. Its
provincial capital Kunming has a population of six million people,
extensive airport services, and rail links starting to fan out in all
directions. Kunming will become a primary node in China’s expansion
of influence deep into mainland Southeast Asia and beyond. One
question is how quickly that connectivity is likely to develop.

LOWY INSTITUTE ANALYSIS
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ROAD, RAIL, AND WATER
CONNECTIVITY: AWORK IN
PROGRESS

Today, China’s pursuit of efficient connectivity to the Indian Ocean is
challenged by divergent regional agendas. There is a clear difference
between Laos’ unequivocal support of China’s proposed rail
infrastructure projects running north-south on the one hand, and
Vietnam, Myanmar, and Thailand’s diffidence on the other. Thailand,
Vietnam, and Myanmar are emphasising an ‘ASEAN sea transportation
hub’: an east-west arc of development stretching from Vietnam,
through Cambodia and Thailand, to Myanmar.5® Importantly, Japan, the
most significant funder of infrastructure in Southeast Asia other than
China, is bankrolling the east-west axis.®*

China’s BRI Indochina Peninsula Economic Corridor will be built on the
bones of the North-South Economic Corridor (NSEC) of the GMS.%5 As
of 2018, the NSEC roads that traverse Laos and Myanmar were still in
poor condition. Only 36 per cent of Laos NSEC roads were rated as
“good”, and there were no four-lane highways.%® Similarly, only half of
Myanmar’s roads on the NSEC were “good” (whereas all of its roads on
the East-West Economic Corridor (EWEC) were good). Myanmar had
no four-lane highways on the NSEC, but 60 per cent of its EWEC roads
were four-lane.%” This picture is now changing in Laos, with new four-
lane highways being built that will eventually span the country.®
Progress on Myanmar’s projects will be slow until peace returns.

Progress on rail connectivity has also been patchy. The BRI has
accelerated progress on the SKRL, a key initiative of the ASEAN Master
Plan for Connectivity. In 2021, the Laos-China railway will commence
operations as the first significant BRI project to be completed in
mainland Southeast Asia.*® Linked directly to China’s internal rail
network, trains will run 414 kilometres from Boten in northern Laos to
the capital Vientiane at speeds between 120 and 160 kilometres per
hour, passing over 170 bridges and through 21 passenger stations.

But beyond this, further progress is uncertain. Thailand — an essential
part of the SKRL route — was initially enthusiastic. Memoranda of
understanding (MOUs) were signed in 2010 and 2014, but tough
negotiations around shareholding structure, interest rates, and control
of adjoining land meant no construction commenced.®® In 2016,
Thailand announced it would finance the entire project itself. After

LOWY INSTITUTE ANALYSIS
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Thailand’s prime minister was not invited to the 2017 BRI conference in
a clear message of China’s discontent, the Thai junta overrode

bureaucratic roadblocks on use of Chinese materials and engineers. In
2019, a contract was finally signed, but only for a section of rail between
Bangkok and the northeastern city of Nakhon Ratchasima.®! There is
at present no agreement for the construction of the remaining section
to Laos, leaving the SKRL incomplete and Laos still landlocked.

A high-speed rail link will run 14 kilometres from Boten in northern Laos to the
capital Vientiane at speeds up to 160 kilometres per hour, passing over 170
bridges and through 21 passenger stations. Image: Greg Raymond.

Pre-coup, Myanmar exhibited the same caution on high-speed rail links
to China. In 2011, it signed an MOU for a 1215 kilometre railway line from
Kunming to Kyaukphyu. But in 2014, it cancelled the deal, citing
objections from “the people and social organizations of Myanmar”.6?
Although Myanmar signed an MOU on a China—-Myanmar Economic
Corridor (CMEC) as part of the BRI in 2018, the rail project has not been
reinstated. Instead, negotiations are underway for a shorter rail line,
which would link Muse, on the China—-Myanmar border, with the central
city of Mandalay. China has submitted a feasibility study, which
Myanmar is having checked by a Swiss firm.®® More broadly, China has
proposed 38 projects under the CMEC, but Myanmar had approved
only nine by mid-2020.%4. Current instability will not favour further
progress.®®

Opening up waterways is another area of waning enthusiasm among
Mekong states. China has been in favour of using its rivers as
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commercial arteries, and Yunnan province has used the Mekong as a
transport route between its cities of Simao and Jinghong.®® In 2010
Laos, Thailand, Myanmar, and China signed the Agreement on
Commercial Navigation on Lancang-Mekong, agreeing to improve
navigability in the Mekong. It was envisaged that this would eventually
allow the passage of ships greater than 500 tonnes.®” But in 2018,
Thailand stalled, as local communities in Chiang Rai province worried
that the removal of rapids would destroy fish breeding grounds,
impairing traditional livelihoods.®® In March 2019, China agreed to
relinquish the blasting program.®®

The slowing pace of north-south transport connectivity reflects a quiet
nervousness about China’s increasing strength, especially among the
two stronger states — Thailand and Vietnam — but also Myanmar. The
former two countries are watching their own visions of subregional
dominance evaporate.”® Thailand initially supported connectivity
schemes with China such as the road project traversing Laos’?, but
Thailand has seen its relative position and influence slip.”?2 Over a
decade ago, a Thai diplomat official prophesied China’s rising influence
among Thailand’s neighbours, as Laos, Cambodia, and Burma turned
to China for infrastructure investment, aid, knowledge, and
technology.”®

This has reduced Thailand’s appetite for north-south connectivity.
Indeed, not only has Thailand mourned its decreased influence, it has
become increasingly nervous about China’s growing presence in the
Thai near-north. In 2016, Thai military and intelligence officers admitted
concern regarding China’s activities in Laos, including 99-year leases,
large infrastructure projects, and an influx of Chinese workers, stating
that from “Thailand’s point of view, it is scary”.’* At the same time,
doubts about becoming too deeply enmeshed in China’s economy are
informing Thailand’s reluctance to push forward some components of
connective north-south infrastructure. While some analysts attribute
Thailand’s reluctance to complete its section of the SKRL to prohibitive
costs, others cite wariness about being “drawn much further into
China’s orbit”.”®

Vietham has also cooled on allowing China to build north-south
infrastructure. In 2019, Vietnam cancelled an international tender for
the North-South Expressway, which would have run the length of the
country.”® This effectively ruled out China building the expressway.
Anti-China sentiment in the Vietnamese community is part of the
reason for the cancellation, with memories of the 1979 Sino-
Viethamese conflict still raw. But so is wariness about the geopolitical

LOWY INSTITUTE ANALYSIS

The slowing pace of
north-south transport
connectivity reflects a
quiet nervousness about
China’s increasing
strength, especially
among the two stronger
states — Thailand and
Vietnam — but also
Myanmar.



JAGGED SPHERE: CHINA’S QUEST FOR INFRASTRUCTURE AND INFLUENCE IN MAINLAND SOUTHEAST ASIA

and security implications of China’s infrastructure expansion. Instead,
Vietham is now becoming the top recipient of Japanese infrastructure
financing in Southeast Asia, with US$58 billion supporting a high-speed
railway between Hanoi and Ho Chi Minh City.””

The end result is that while soft-pedalling on China’s plans, Myanmair,
Vietnam, and Thailand are seeking connective infrastructure on their
own terms. Although weaker economically, Mekong states can leverage
their geography.’®

East-west connectivity is an important aspect of this geoeconomic
leverage. Thailand is pursuing the Eastern Economic Corridor (EEC) at
the junction point of the three GMS economic corridors.”® The EEC,
comprising high-speed rail that links three major airports,®® will further
develop Thailand’s industrial heartland. Linking the EEC to the GMS will
allow Thailand to leverage its geographical location to produce the
‘ASEAN sea transportation hub’.

g L mEw
. o
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A map shows Shwe Kokko, in southeast Myahmar, as a logistical hub linking
land and sea routes. Image: Greg Raymond.

Myanmar is also prioritising the EWEC, as highlighted in its national
transport master plan.®! Thailand is working with Myanmar to connect
a four-lane highway between Bangkok and Myanmar’s Dawei port in
eastern Myanmar.82 This will allow travel from Bangkok to Dawei in four
hours, with the project commencing in mid-2021.83
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In their endeavours to promote east-west development, the Mekong
countries can rely on Japan for infrastructure development, and there
is evidence some may even be leaning towards it.%* As a significant
player in infrastructure development, Japan has sought for more than a
decade to maintain its influence and restrain China’s.8> When Japan
held its first Mekong-Japan Foreign Ministers’ Meeting in Tokyo in
2009, funding announcements were for the EWEC and Southern
Economic Corridor — not the NSEC.8 The EWEC had more attention in
Japan’s daily newspapers, probably because of the high density of
Japanese industry in Thailand and growing presence in Vietnam.®” In
essence, Japan seeks to retain influence by strengthening east-west
links and pushing back against China’s north-south economic
corridors.®®

In the longer term, it is possible that India will join the infrastructure
game in the Mekong subregion through its own goals for regional
integration. Its India-Myanmar-Thailand Trilateral Highway project will
link Moreh, India to Mae Sot, Thailand via Myanmar.®® Despite India’s
foreign minister claiming that India “is making an all-out effort” to
complete the road, progress on the 1360-kilometre link is proceeding
slowly.?° This is due to both financial problems and ongoing instability
in Myanmar’s Rakhine state. Another initiative, which is currently
stalled, is the Mekong-India Economic Corridor (MIEC), which would
connect Chennai to Vietham via Myanmar’s Dawei port.°! Analyst
Pradumna B Rana argues that India will need to approach its
connectivity projects in smaller chunks, with greater trade openness,
more coordination internally, and with other partners if it is to become
successful.%?

Nonetheless, it is clear that China’s determination will remain. It
continues to propose new projects. A think tank under China’s powerful
National Development and Reform Commission, for example, has been
arguing that opening up Myanmar’s river system could be cheaper and
more secure than road routes.®® In sum, the economic corridors that
China, Japan, and the Mekong states have envisaged since 1992 are
slowly taking shape through the growth of connective transportation
infrastructure, but with Japan’s support, Myanmar, Vietnam, and
Thailand are seeking to ensure that not all roads lead to Kunming, and
by extension, Beijing. In this goal, they can leverage geography, but
China’s economy and capital reserves do amount to a gravitational pull
that is not easily resisted. These strengths of the PRC are increasingly
facilitating new nodes of control: SEZs.
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PEARLS ON LAND: CHINA’S SEZS
IN MAINLAND SOUTHEAST ASIA

Visiting China’s SEZs in mainland Southeast Asia can be startling. In
December 2019, the author visited Myanmar’s Shwe Kokko SEZ. After
passing multiple checkpoints reflecting the complex ethnic politics of
the region, we entered the town of Shwe Kokko through a dusty street
with local vendors selling basic local products. Thereafter, a new
Chinese-built enclave began. Multistorey apartments were under
construction, each emblazoned with a red and yellow banner with
Chinese characters. A little further along was the four-storey De Yue Ju
Xin Hotel with signage in Burmese and Chinese, and rooms only
available at an hourly rate. Opposite the hotel were multiple rows of
adjoining aluminium-clad housing — workers cottages, many draped
with washing. The worker accommodation was fronted by pleasant,
wide-tiled walking paths, and interspersed with well-tended ornamental
trees, pot plants, and rubbish receptacles. The main builder, a
subsidiary of Chinese state-owned enterprise Minmetals Corporation,
had recreated much of the appearance of a mainland Chinese city.%*

Like many EJtherﬁbrojets,hrconstructlon fa inese casino in Shwe oko has
stalled due to COVID-19 and the post-coup conflict in Myanmar. Image: Greg
Raymond.

The high impact of Chinese investment in mainland Southeast Asia is
visible in these SEZs with ‘Chinese characteristics’ Based on long-term
leases, they are designed to attract Chinese developers, businesses
and tourists, to be built and maintained by Chinese labour and workers,
and serviced by Chinese-financed and built transport infrastructure.
For some, such as Dara Sakor in Cambodia, Chinese corporations have
constructed transport infrastructure such as airstrips that are suited to
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host military operations.®® The absence of substantive border controls
in some locales suggests particular SEZs are effectively dissolving
borders, fulfilling Bilahari Kausikan’s prediction that “borders would
become no more than lines on a map”.°® The overall picture lends
credence to the idea of a People’s Republic of China (PRC) sphere of
infrastructural influence.

SEZs in mainland Southeast Asia

China’s success with SEZs has made it an attractive model, and one
that has been replicated widely. Shenzhen in southern China has, in
particular, become a symbol of economic success, famous for having
“turned backwaters near the Hong Kong border into a bustling
metropolis”.®’ This success might explain why Asia hosts some three-
quarters of the world’s SEZs.%8 In 2021, the Stimson Center Mekong
Infrastructure Tracker counted 61 SEZs across the five Mekong
countries.®® China is not the only country investing in SEZs in mainland
Southeast Asia; Japan has also invested in SEZs in Laos and Myanmar,
and Thailand has invested in Myanmar. Likewise, the Mekong states
have created their own SEZs within their own territory and near their
own borders with each other, sometimes to facilitate cross-border trade
and the mobility of foreign labourers.1°

MYANMAR:

China’s investment is occurring on two distinct but related lines in
Myanmar. The first comprises the official projects of the CMEC — part
of the BRI. An example in this category is the Kyaukphyu SEZ that will
comprise a deep-sea port and industrial zone across 4300 acres, and
a “high-end housing project” on 1235 acres.°! The Kyaukphyu SEZ is
expected to reinforce the use of Kyaukphyu as a base for overland
exports of oil to Yunnan, especially if plans for the rail project were to
be resumed.

The second category is a set of private Chinese investments ostensibly
outside the BRI, with connections to both the Chinese state and the
Chinese gambling industry. Karen state in eastern Myanmar hosts three
projects of the latter type, that the Chinese businesspeople involved
call ‘spinach cities’ because the Chinese word for spinach (bocai)
sounds the same as the word for gambling.'°? These projects are
generally run by ethnic Chinese businesspeople who have adopted the
citizenship of Southeast Asian countries and whose businesses are
headquartered in places such as Thailand, Hong Kong, and Cambodia.
One of these projects, Yatai New City or Shwe Kokko, has been made
possible due to Myanmar’s ‘ceasefire diplomacy’, in which Myanmar’s
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ethnic armed organisations are given scope to conduct their own
business deals in exchange for their loyalty to Myanmar’s military, the
Tatmadaw. One of the figures associated with the 20-square kilometre
Saixigang ‘spinach city’, convicted gangster Wan Kuok-koi, nicknamed
‘Broken Tooth Koi’, is a close associate of alleged drug trafficker Tse Chi
Lop, recently arrested in Amsterdam.%3

The Yatai SEZ in eastern Myanmar may, in the long term, support more
than casinos and gambling. Its developers have also promoted the
SEZ’s central location, its overland links to Bangkok, Kunming in
Yunnan, and Singapore, and its sea-links to China, the Middle East,
Africa, and Europe (via Moulmein port in Myanmar and Laem Chabang
port in Thailand). The Chinese text on a map promoting the SEZ, which
was published on a Thai news website, stated boldly that:

“The economic development prospects of the Yatai Eco-Industrial City
are promising. According to the design and scale of the Yatai Eco-
Industrial city, economic development will stimulate the employment of
120 000 people in the surrounding region.”14

Ultimately, one Thai report has suggested, a city with up to one million
Chinese residents by 2027 would house factories manufacturing goods
for export to overseas markets including Europe and the United States.
These goods would be transported 160 kilometres to Mawlamyine port
where China is also investing.1%®

CAMBODIA:

Chinese-sponsored enclave SEZs in Cambodia are mostly
manufacturing export-processing zones, where inputs are imported
and products are exported to foreign markets; others are entertainment
zones, offering casinos and resorts. Long Bay at Dara Sakor is a
Chinese enclave development and casino project that will include an
international airport and deep-sea port alongside its casino.1°® The
Long Bay project, with its location and its international runway, could
be dual-use. It shares a key proponent, She Zhijiang, with the Yatai
project in Myanmar.107

LAOS:

Perhaps the most enthusiastic Mekong state for GMS and BRI projects,
Laos has used SEZs to try to spur development in remote provinces.
The Laos ‘high modernist’ approach to development emphasises large-
scale megaprojects as primary routes to development.1° Disappointed
by the failure of economic corridors to tie it into global supply chains
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and trade, Laos’ Seventh National Socio-Economic Development Plan
(2011-2015) adopted a policy of encouraging SEZs.*%° The plan named
“connectivity with neighbouring countries” as a priority for overcoming
its landlocked status.!1° Several SEZs are well advanced and extensive
in area. The That Luang Lake Specific Economic Zone outside the Laos
capital Vientiane was built by a Chinese developer on six Laos villages
and will cover 365 hectares of land with 12 condominium blocks, public
parks, sports centres, and commercial centres, expected to attract as
many as 300 000 people.’** The Golden Triangle SEZ in Bokeo
province is on a 99-year lease covering 10 000 hectares, has its own
security force, and is described by local expats as “not really part of
Laos”.**? During our 2019 fieldwork, we observed China’s ‘Wujing’
special military police force protecting casinos. While currently a home
for casinos and restaurants, the founder Zhao Wei’s longer-term vision
imagines the SEZ as a valley of shiny futuristic towers, artificial lakes,
sports stadiums, industrial parks, and a pharmaceutical research
113 These plans are not fanciful if what is happening further
north, at Boten on the Laos border with China, is any indication.

centre.

Chinese security forces, pictured here in the Golden Triangle Special Economic

Zone (SEZ), were present during the author's fieldwork in northern Laos in June
2019. Image: Greg Raymond.
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CASE STUDY: BOTEN SEZ

Boten, nestled on China’s southern border in Luang Namtha province,
is undergoing a transformation. In an earlier life, it was known as a
casino town that drew in thousands of Chinese tourists who crossed
the border at Boten from Xishuangbanna prefecture in Yunnan
province. Hotels flourished alongside pornography outlets and
massage parlours. But following the murder of Chinese gamblers in
2011, the Royal Jinlun casino was closed, and many development
projects were left unfinished. Some concluded that this Golden Boten
City SEZ was never “more than a transitory enclave of vice economies
for Chinese tourists”.114

Excellente Casino from Boten's first life as a casino city, increasingly
surrounded by construction for the region's second life as a Special Economic
Zone (SEZ). Image: Greg Raymond.

Now the arrival of the Laos—China high-speed rail has given Boten a
second life; it will become a large resort city catering for Chinese
tourists. Like the Golden Triangle SEZ in Bokeo province, it is one of
several Laotian enclave developments in which China appears to
exercise a form of extraterritoriality by administering almost every
aspect of the zone.

In fieldwork conducted in September 2019, the new city was
materialising rapidly. Alongside pylons for the railway, a massive
program of earthworks was taking place adjacent to the R3 highway
that connects Boten to Luang Namtha province. The swathes of
cleared land, where the exposed red earth lay in stark contrast to the
surrounding verdant forest, was transforming to become the Boten
SEZ. This SEZ is expected to ultimately house 300 000 people in a
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series of apartment towers sprawling over seven square kilometres. In
the dioramas and images found in the foyer of the Jinlun Hotel, various
parts of the new city will be interspersed with high-rise buildings,
artificial lakes, public squares, and sports fields.

L N ARSI Y A

R oL ‘ ‘
A diorama of the Boten Special Economic Zone (SEZ) is displayed in the foyer

of a Boten hotel. Image: Greg Raymond.

During our visit to the nascent SEZ, there was little evidence that the
city was in Laos, rather than mainland China. Currency and sighage was
Chinese, and businesses were predominantly Chinese-owned. City
administration, such as parking, appeared to be under Chinese control.
We witnessed, from a distance, a troop of soldiers in camouflage
uniform conducting fitness drills and were advised by our Laotian driver
that the soldiers were Chinese. This is consistent with Pal Nyiri’s finding
a decade ago, that the company then administering Golden Boten City
employed a “Chinese security force”.?!® The border control point north
of the city appeared to allow the free flow of vehicles into Boten and
northern Laos. This absence of visible Laos authority speaks to Boten
as a ‘global borderland’, a place where foreigners set the rules that
govern daily life, not unlike a US military base in Japan or Korea.!®

This SEZ will eventually offer zones for commerce, banking and finance,
logistics, education, medical services, and tourism, rather than acting
as an export-processing zone. There will be plenty of time for the city
to develop; the city is founded on a 99-year lease signed in 2003.1Y7
While the SEZ will be open to investment from abroad, the high-speed
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rail project means the vast preponderance of such funding will probably
come from mainland China.

0

A promotional poster (above) displays plans for the Boten Special Economic
Zone (SEZ). Image: Greg Raymond. A satellite image of the same area (below)
shows the extent of land clearing in preparation for the redevelopment.

The Laos government has supported this SEZ as a means of reducing
the gap between “regions and provinces within the same region
[sic]”.1!® But to date, its impact for Laotian people, especially locals,
appears to have been largely negative. Laos authorities relocated an
entire village to the SEZ, but according to locals, few jobs or
opportunities have subsequently arisen.!® This would be consistent
with SEZs elsewhere in Laos, where despite an official policy of limiting
foreign workers to 10 per cent of jobs for foreign investments, only 34
per cent of workers in the 11 extant SEZs in 2019 were Laotian.'?° State
revenue has also been negligible to date: in 2017, SEZs contributed only
US$20 million to Laos government coffers.?!
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The Boten experience, where land adjoining a high-speed rail station
becomes a residential city for Chinese investors, may be replicated at
other stations at Luang Prabang, Vang Vieng, and Vientiane. This is
because the deal that was done to finance the China-Laos railway may
be, in effect, land for debt. While the 2016 agreement founded a joint
venture, Laos-China Railway Company, with Laos holding 30 per cent
and China 70 per cent, there has been no transparency on how Laos
will fund its share of the total construction cost of US$6 billion.122 The
World Bank commented in its report on the rail project that “the
funding of the existing public infrastructure program looks increasingly
unsustainable”.'?®> A Chinese insurance research company assessed
that Laos borrowing for the rail project could “lead to the loss of
sovereign land rights to pay off debts [italics added]”.*?* There is evidence
of large-scale land clearing around stations at Vientiane, Luang
Prabang, and Vang Vieng.1?®

Three reasons explain why Laos is ceding so much. First, as the World
Bank assesses, the Laos business environment “continues to be
governed by a deal-based rather than a rule-based approach to
regulatory enforcement”.?® Second, the quest for development
dominates other considerations. Asked about the Golden Triangle SEZ,
a Laos official cited a need to develop remote areas in order to protect
locals from drugs.*?’” Third, Laos has adopted a Chinese model of
planning which relies on large infrastructure projects. In 2008, China’s
Yunnan Development and Reform Commission developed a master
plan for the economic development of northern Laos, which proposed
SEZs along borders run by contractors who would operate and control
the concessions. The Laos government adopted the plan at the 9th
Congress of the ruling Lao People’s Revolutionary Party.128

China’s motives at the Boten SEZ begin with profit seeking. The
developer, Yunnan Hai Cheng Group, has interests in tourism
development, real estate, hotels, and property management. It has
undertaken similar developments in the city of Jinghong in the
adjoining prefecture of Xishuangbanna in Yunnan, explaining the
similarity of the architecture in Jinghong and Boten. The Yunnan Hai
Cheng Group claims that more than 100 companies have commenced
business and trade in Boten.'?°

But there may be other sources of inspiration. Scholar Yos Santasombat
argues that a “civilizing mission” pervades the thinking of the Chinese
state and its developers.'3° The language of the Yunnan Development
and Reform Commission SEZ plan is a good example:
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In Laos, China is
establishing
powerful nodes of
control and in the
Boten case at least,
dissolving borders
through economic
integration.

“The mentalities of most people are still at the starting stage of
agricultural economic development, which is unsuitable for
development of market economy and economic globalization. Their
awareness of development, competition, openness and self-reliance
and hard working still need to be improved.”13?

Finally, the Boten development may also serve geoeconomic goals.
Unsurprisingly, the developer celebrates Boten’s support of the BRI
and “national policies” in its marketing for Chinese audiences.'*? But
beyond this, we might consider that China’s border SEZs have in the
past sought to achieve economic integration on China’s terms. The
famous Shenzhen SEZ is usually viewed as a test-bed for a liberalisation
of the Chinese economy. But there was also a geoeconomic goal; the
Shenzhen SEZ was a means of achieving economic integration between
mainland China and Hong Kong in “an effort to transform the two cities
into a single, synergistic mega-metropolitan area”.'*® It is plausible that
the Boten SEZ, combined with the high-speed rail project, is a measure
to accelerate the economic and territorial integration of China and
mainland Southeast Asia, strengthening the north-south orientation of
economic integration and placing China at the centre of Southeast
Asian economic activity.

In sum, the Boten SEZ suggests that the more dramatic visions of China
establishing a geoeconomic sphere of infrastructural influence are not
pure fiction. In Laos, China is establishing powerful nodes of control
and in the Boten case at least, dissolving borders through economic
integration. Whether Laos benefits in the longer term depends on
whether its companies and businesses can compete against the
Chinese business networks that appear to be given prime
opportunities and first mover advantages.

LOWY INSTITUTE ANALYSIS

27



28

JAGGED SPHERE: CHINA’S QUEST FOR INFRASTRUCTURE AND INFLUENCE IN MAINLAND SOUTHEAST ASIA

CONCLUSION: AN
INFRASTRUCTURAL SPHERE OF
INFLUENCE?

In a speech in October 2020, Xi Jinping spoke of China’s desire to build
dependence and protect supply lines, saying:

“[We should] continue to enhance our advantages in the entire
industrial chains of high-speed rail, electrical power equipment, new
energy, communication equipment and other fields...increase the
dependence of international industrial chains on our country, and form
a powerful countermeasure and deterrence ability for foreign parties
who cut our supply.”34

In mainland Southeast Asia this means continued effort to establish
new routes to the sea, change strategic geography, and make mainland
Southeast Asia an infrastructural sphere of influence. China’s SEZs
have already granted China islands of control throughout Laos,
Cambodia, and Myanmar totalling hundreds of square kilometres. The
SEZs offer China geoeconomic and even strategic advantage in the
future if they can be linked into north-south economic corridors in order
to support China’s broader strategic goals in the region.

Will these efforts succeed? Mainland Southeast Asia has three LDCs,
whose need for infrastructure investment is acute. This need is driving
developments, such as the Laos-China rail project, that deliver China’s
goals. But these developments have very visible consequences.
Neighbouring states are observing what has occurred in Laos and will
factor this into their decisions. Moreover, even Laos rebalanced
politically, away from China, after the high-speed rail decisions had
been taken.'®® In addition, other external powers, such as the United
States and Australia, hope to encourage the Mekong states to think
carefully about infrastructure choices, through initiatives such as the
Blue Dot Network.13¢

Ultimately, what is most important is that mainland Southeast Asia is
not homogenous and has two strong states, Vietnam and Thailand.
While very different in their bilateral relations and histories with China,
both are cautious with regards to Chinese infrastructure proposals.
Therefore, China’s drive for direct and strong transport routes to the
sea are at this point incomplete, and facing a degree of inertia from
states unwilling to be drawn too deeply into a Chinese economic orbit.
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The strong states of mainland Southeast Asia — Thailand and Vietnam,
supported by Japan — are seeking their own infrastructural destinies.
Vietham and Thailand will accommodate China enough to maintain
relations, but not so much as to lose their sovereignty. Myanmar,
proudly independent but fractured, deeply ambivalent about China but
in dire need of foreign investment, will continue to lean towards the
ASEAN states and will not offer easy access. In the end, it is likely that

China’s dominance will remain incomplete and uneven: a jagged sphere
of geoeconomic influence.
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