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About This Report 

This report studies how China implements its grand strategy in Asia using institutions. To 
address this question, we first reviewed the literature on China’s grand strategy, its use of 
institutions, and its emphasis on Asia. We then turned to policy experts to discuss China’s 
use of institutions to implement its grand strategy toward Asian nations of interest to China, 
including, as a case study, the countries of the Korean Peninsula.

Our findings are as follows: China’s grand strategy since the end of the Cold War has con-
sistently been guided by its long-term goal of building a pre-eminent Asian presence and a 
larger global presence in the socioeconomic, diplomatic, and defense arenas. To achieve this 
goal, China currently desires to accomplish three outcomes: (1) achieve greater economic 
integration with Asia and the rest of the world, (2) manage its rivalry with the United States, 
and (3) build soft power globally. 

The desired outcomes have changed over the past three decades in response to changing 
circumstances within and outside China. China’s strategies to achieve its desired outcomes 
have also evolved in turn. One main strategic change is China’s increased use of multilateral, 
regional, and bilateral institutions to address the socioeconomic, diplomatic, and national 
security dimensions of China’s interests. China has found regional and bilateral institutions 
particularly important for its implementation of strategy in Asia. 

In our case study, we find that China mostly uses institutions to accomplish greater eco-
nomic integration with both North and South Korea. To manage its rivalry with the United 
States in the Korean Peninsula, as well as build soft power, China uses both institutional and 
noninstitutional initiatives. We draw from these findings to derive several implications—both 
for the adequacy of China’s institutions-based approach and for the responses by middle powers. 
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Summary

China’s economic growth has been accompanied by a rise in its regional and global ambi-
tions. It has sought to fulfill these ambitions in various ways, including through the promo-
tion of new initiatives and institutions. For example, the trillion-dollar Belt and Road Initia-
tive (BRI), with its constitutional mandate and support from leading Chinese institutions, 
has propelled China into the central role of providing development finance—a role tradition-
ally played by the United States and other developed countries—by creating a set of Chinese-
funded land and sea infrastructure corridors that link China to Asia and Europe.

Some of these initiatives may accomplish multiple outcomes. For example, in addition to 
providing development finance to developing countries, the BRI’s corridors integrate China’s 
economy more closely with those of developing countries. Through the land corridors, China 
could transport its goods to Asia and Europe if maritime routes, which are currently the 
main routes for transport, are blockaded in a war. 

The large number of new institutions and initiatives that China, in recent years, has chosen 
to promote or be actively involved in suggests that its grand strategy may have changed. What 
is this grand strategy, how does it involve institutions, and what are its implications for Asia? 

To address these questions, we first reviewed the literature on China’s grand strategy, its 
use of institutions, and its emphasis on Asia. We then turned to policy experts to discuss 
China’s use of institutions in implementing its grand strategy toward Asian nations of inter-
est to China, including, as a case study, the countries of the Korean Peninsula.

We find that China’s grand strategy since the end of the Cold War has consistently been 
guided by one long-term goal. That long-term goal is to build a pre-eminent Asian pres-
ence and a growing global presence in the socioeconomic, diplomatic, and defense arenas. To 
achieve this goal, China currently desires to accomplish three outcomes: (1) achieve greater 
economic integration with Asia and the rest of the world, (2) manage its rivalry with the 
United States, and (3) build soft power globally. 

The desired outcomes have changed over the past three decades in response to changing 
circumstances within and outside China and are now more interdependent than they ever 
were. First, China’s strategic focus now covers all of Asia, whereas earlier, its strategic empha-
sis was on Southeast and Northeast Asia. This change is driven by economic needs, such as 
access to mineral resources, and security needs, such as securing its borders with Central 
Asian states. 

A second change is that economic integration has replaced trade openness both for Asia 
and globally. This change is being accomplished primarily through outbound foreign direct 
investment (FDI), in which China now ranks as a world leader. 

Third, because relations with the United States have changed to become more competi-
tive, China needs to manage this rivalry rather than, as before, cultivate the United States as 
a partner for trade and strategic dialogue. The decades-old “America factor” in China’s grand 
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strategy continues to loom large, but its dimensions have spread into new areas, such as mari-
time competition in Asian seas and offsetting U.S. influence in Asia through FDI. 

Fourth, China seeks soft power engagement globally, whereas earlier, China targeted this 
ambition at the developing world. 

China’s strategies to achieve its desired outcomes have evolved in tandem. One of the main 
changes is China’s increased use of institutions. From a survival-driven, largely noninstitu-
tional approach during the Cold War, China has come to use institutions more extensively 
(though not exclusively) thereafter to address the socioeconomic, diplomatic, and national 
security dimensions of China’s interests. These institutions are multilateral, regional, and 
bilateral in nature and include both institutions that existed prior to China’s involvement 
with them and new institutions. The latter group includes institutions that China has initi-
ated or co-promoted—sometimes in competition with existing institutions. China has found 
regional and bilateral institutions to be particularly important for the implementation of its 
grand strategy in Asia.

In our case study, we find that China mostly uses institution-based strategies to accom-
plish greater economic integration with both North and South Korea. To manage its rivalry 
with the United States in the Korean Peninsula as well as build soft power, China uses both 
institutional and noninstitutional initiatives. 

China’s institutions-based grand strategy raises important issues for middle Asian 
powers like South Korea. These issues require such countries to choose between working 
with Chinese economic institutions or diversifying their economies to be less dependent on 
China and between accepting Chinese primacy in addressing their security needs or build-
ing their own coalitions.
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CHAPTER ONE

Introduction

China’s rapid economic growth in recent years has been based on an increasing level of eco-
nomic integration1 with other countries, particularly the countries of Southeast and North-
east Asia. As China has grown economically, its regional and global ambitions have gone 
beyond economic integration to encompass the attainment of technological, diplomatic, cul-
tural, and military power.

From the manifestations of these ambitions through socioeconomic, soft power, diplo-
matic, and military initiatives, may we glean a distinct grand strategy that aims to enable Chi-
na’s attainment of great power status? The large number of new institutions and initiatives 
that China, in recent years, has chosen to promote or be actively involved in (see Table 3.1 
in Chapter Three) suggests that its grand strategy has evolved, and this exploratory study 
examines how.

We find that China’s grand strategy since the end of the Cold War has been guided by one 
long-term goal. That long-term goal is to build a pre-eminent Asian presence and a growing 
global presence in the socioeconomic, diplomatic, and defense arenas. To achieve this goal, 
China currently desires to accomplish three outcomes: (1) achieve greater economic integra-
tion with Asia and the rest of the world, (2) manage its rivalry with the United States, and  
(3) build soft power globally. 

The desired outcomes have changed over the past three decades in response to changing 
circumstances within and outside China and are now more interdependent than they ever 
were. First, China’s focus now covers all of Asia, whereas earlier, its emphasis was on South-
east and Northeast Asia. This change is driven by economic needs, such as access to mineral 
resources, and security needs, such as securing China’s borders with Central Asian states. 

A second change is that economic integration has replaced trade openness both for Asia 
and globally. This change is being accomplished primarily through outbound foreign direct 
investment (FDI), in which China now ranks as a world leader. 

Third, because relations with the United States have become more competitive in recent 
years, China needs to manage this rivalry. After the Cold War ended, China’s security con-
cerns centered on the power that a unipolar world gave to the United States. It cultivated the 
United States as a partner, with both countries agreeing to establish a strategic partnership in 

1 For a definition of this and other key terms, see the Glossary (Appendix B).
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1997, thanks to expanding trade relations and regular strategic dialogues. This relationship 
started changing into a more competitive one during the Obama administration, which led 
China to adopt new strategies, such as maritime competition with the United States in Asia.

Fourth, China now seeks soft power engagement globally, whereas earlier, China targeted 
this ambition at the developing world. 

China’s plans to achieve its desired outcomes have, in turn, also evolved over time. One 
of the main changes is its increased use of institutions. From a survival-driven, largely non-
institutional approach during the Cold War, China has come to use institutions more actively 
(though not exclusively) thereafter to address the socioeconomic, diplomatic, and national 
security dimensions of China’s interests. These institutions are multilateral, regional, and 
bilateral in nature and include both institutions that existed prior to China’s involvement 
with them and new institutions. The latter group includes institutions that China has initi-
ated or co-promoted—sometimes in competition with existing institutions.

China has found regional and bilateral institutions to be particularly important for 
the implementation of its grand strategy in Asia. For example, China’s Belt and Road Ini-
tiative (BRI), a trillion-dollar constitutionally mandated, institutionally supported ini-
tiative that was launched in 2013, seeks to connect China to other parts of Asia and the 
rest of the world through rail, power, and other infrastructure linkages (Ministry of For-
eign Affairs of the People’s Republic of China, 2013; Xinhua News Agency, 2017). The 
BRI has already demonstrated the potential to help poor countries accelerate their 
development and has put China firmly at the center of world development finance. In 
2020, the United States committed $1.5 billion to finance overseas infrastructure proj-
ects (U.S. International Development Finance Corporation, undated). By comparison,  
China’s overseas infrastructure spending through the BRI alone is about $40 billion per 
year and its commitments exceed $1 trillion (Organisation for Economic Co-Operation and 
Development [OECD], 2018). 

Asia is the largest recipient of BRI funds, at 54 percent, followed by Africa at 27 percent. 
The leading Asian countries to receive BRI investment are Pakistan, Vietnam, and Indo-
nesia, while the leading region for investment in Africa is Sub-Saharan Africa (Nedopil, 
2021). These are all developing countries. Through the BRI, China seems to be addressing 
an important soft power objective, which is to be seen as the champion of the Global South. 

The BRI may help accomplish two other outcomes as well. For example, the BRI’s cor-
ridors could integrate China’s economy more closely with those of developing countries. 
Through its land corridors, China could transport its goods to Asia and Europe if maritime 
routes, which are currently the main routes for transport, are blockaded in a war. 

Another notable example of China’s institution-based strategy is the Shanghai Coopera-
tion Organisation (SCO), a regional group of governments with socioeconomic, diplomatic, 
counterterrorism, and military goals (SCO, undated). Initiated by China and established 
in 2001, the SCO has nine member countries as of 2021. It achieved significant success in 
addressing counterterrorism and border issues in its early years. Counterterrorism contin-
ues to be a significant activity of the SCO. Its new focus areas, as described in a 2020 decla-
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ration, include building diplomatic consensus regarding the security issues of regional and 
neighboring states, such as Syria, and the need for “shaping a multipolar world order”—
both statements are indicative of efforts to manage the China-U.S. (and Russia-U.S.) rivalry  
(Al-Qahtani, 2006; Atlantic Council, undated; SCO, undated). Is the SCO a key element of 
China’s grand strategy?

Given China’s size, economic and military power, and economic interdependence with 
several countries in Asia—particularly those in Northeast Asia and Southeast Asia—China’s 
grand strategy could have implications for the region. This raises the following questions: 
What is China’s grand strategy? What are the manifestations and implications of that grand 
strategy for Asia? How might other Asian states respond to China’s grand strategy?

Organization of This Report

Our approach to addressing the above questions is as follows. We first reviewed the literature 
on grand strategy (Chapter Two), with a focus on China’s grand strategy, its use of institu-
tions, and its emphasis on Asia (Chapter Three). Next, we turned to experts from the policy-
making and scholarly communities to review China’s use of institutions in implementing its 
grand strategy toward Asian nations of interest to China (Chapter Three). We then developed 
a case study of China’s grand strategy as it affects the Korean Peninsula (Chapter Four). Our 
study findings are synthesized in Chapter Five.
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CHAPTER TWO

Defining Grand Strategy

Along the lines of Goldstein (2020),1 we define grand strategy as a national plan to coordinate 
and direct a nation’s resources at the highest levels toward the attainment of some national 
goal, with specified resources and associated timelines. 

Grand strategy has three primary characteristics (Silove, 2018). The first is its long-term 
nature. As Paul Kennedy (1991) states, grand strategy is “about the evolution and integration 
of policies that should operate for decades, or even for centuries (p. 4).” This suggests that 
grand strategy goals ought to be relatively constant over time. 

A second characteristic of grand strategy is its holistic and integrated nature, which 
involves all the resources of a state (Hart, 1967). The more modern term for this is whole-of-
government strategy, which includes the state’s military, diplomatic, technological, and eco-
nomic resources. 

The third characteristic of grand strategy is that its purpose is to advance national secu-
rity, i.e., as Makinda (1996) puts it, “the preservation of the state’s territorial integrity and 
external sovereignty” (p. 152) or, as Posen (2003) puts it, to maintain a country’s global “power 
position” (p. 8).

For small or middle powers, their grand strategy needs to be sensitive to great power inter-
ests. For example, South Korea’s occasional pursuit of unification with North Korea after the 
Korean War (1950–1953) was affected by the actions of its more powerful 1953 treaty ally, the 
United States. While the Cold War was ongoing, the U.S. interest in containing the Soviet 
Union, with which North Korea was allied, effectively prevented South Korean initiatives 
toward unification. Since 1992, unification efforts restarted but have been held back, in part, 
by U.S. concerns about North Korean nuclear weapons (Wit, 2001).2

Even for great powers, autonomy is never absolute unless they have unipolar power. As 
Scobell et al. (2020, p. 6) notes, a great power’s grand strategy is often intertwined with a 

1 Goldstein (2020, p. 166) defines grand strategy as “the combination of political-diplomatic, economic, 
and military means that a state embraces to ensure its vital interests and pursue its goals.” He further notes 
that “grand strategy is distinguished in part by its broad scope as an overarching vision about a regime’s top 
priorities and how they can be met by drawing on the various policy instruments at its disposal.” 
2 The nuclear disarmament issue is, of course, just one factor in the larger reunification discussion. Politi-
cal, economic, and other factors specific to the two Korean nations could play major roles, even if a nuclear 
disarmament agreement was reached.
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state’s perceived or actual rivalry with another state. For instance, during the Cold War, the 
Soviet Union’s and the United States’ grand strategies were interdependent. Each country had 
its own regional and global security interests, but its strategic expression depended heavily 
on its rival’s grand strategy. Although grand strategy does not need a rival or enemy to exist, 
according to one view, “national strategies historically have been predicated on the existence 
of an enemy that needs to be overcome” (Sibii, undated). 

An important manifestation of grand strategy is the use of institutions. North (1991, p. 97) 
defines institutions as “the humanly devised constraints that structure political, economic 
and social interaction. They consist of both informal constraints (sanctions, taboos, customs, 
traditions, and codes of conduct), and formal rules (constitutions, laws, property rights).”

National and multilateral institutions can help nations fulfill long-term goals. For exam-
ple, U.S. provision of foreign aid, a long-term goal, is channeled via national agencies, such as 
the U.S. Agency for International Development, as well as via multilateral institutions, such as 
the aid agencies of the United Nations (UN). In response to the COVID-19 pandemic, China 
announced $50 million in aid to the World Health Organization, apart from around $3 billion 
through its own agencies, primarily the China International Development Cooperation Agency 
(CIDCA), established in 2018 (CIDCA, undated; Ravelo, 2017; Rudyak, 2019; Ministry of For-
eign Affairs of the People’s Republic of China, 2021). 

Although institutions are not the only way to implement a national plan, they have some 
advantages over noninstitutional approaches, as follows (Zucker, 1983; North, 1991): 

• Long-term commitment to objectives and rules: Institutions force the member states 
to make commitments on a rules-bound, long-term basis to the objectives of the institu-
tions. Institutions thus allow members to project themselves as responsible, long-term 
players. This can also be a source of reassurance to smaller members of an institution 
regarding how bigger members will exercise their power. 

• Expertise: Institutions enable the creation of a reservoir of expertise that outlives a par-
ticular leadership. 

• Standard-setting and transparency: Institutions enable other states to join the institu-
tion, provided that they meet its standards and rules. This can help raise standards in 
the new member state while also allowing for the pooling of expertise and resources. 

• Management of public goods: Regarding multilateral institutions, such institutions 
help member nations fulfill their collective responsibility toward global public goods, 
such as the environment. 

Of course, institutions are not free of disadvantages relative to noninstitutional approaches. 
The main advantages of noninstitutional initiatives are that they (1) accomplish short-term 
objectives without tying up resources for the long term; (2) restrict membership to a group 
of pre-identified interested parties, which enables coalitions to be organized quickly; and  
(3) enable experimentation with new approaches and new partners as a precursor to insti-
tutionalization. Table 2.1 shows examples of prominent international institutions and non-
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TABLE 2.1

Some Key International Institutions and Noninstitutional Initiatives

Institution Name Type of Institution Objective Type Advantage

Institutional initiatives

UN and its agencies Multilateral Diplomatic, 

socioeconomic, 

and security

• Long-term commitment to 

objectives and rules

• Expertise

• Standard-setting and 

transparency

• Management of public goods

WTO Intergovernmental 

and global

Economic • Long-term commitment to 

objectives and rules

• Expertise

• Standard-setting and 

transparency

WB, IMF Intergovernmental 

and global

Economic • Long-term commitment to 

objectives and rules

• Expertise

• Standard-setting and 

transparency

ASEAN Intergovernmental 

and regional

Diplomatic and 

socioeconomic

• Long-term commitment to 

objectives and rules

SCO Intergovernmental 

and regional

Diplomatic, 

socioeconomic, 

and security

• Long-term commitment to 

objectives and rules

NATO, ANZUS, Rio Treaty Intergovernmental 

and regional

Security • Long-term commitment to 

objectives and rules

Security 

Treaty—U.S.-Japan, 

U.S.-Korea, 

U.S.-Philippines, 

U.S.-Thailand

Intergovernmental 

and bilateral

Security • Long-term commitment to 

objectives and rules

Noninstitutional initiatives

Coalition of the Willing Intergovernmental 

and global (informal)

Security • Accomplish short-term 

objectives 

• Restricted membership

Quadrilateral Security 

Dialogue

Intergovernmental 

and regional 

(informal)

Diplomatic, 

security

• Restricted membership

• Precursor to institutionalization

Free and Open 

Indo-Pacific

Intergovernmental 

and regional 

(informal)

Diplomatic, 

security

• Restricted membership

G7 Intergovernmental 

and global (informal)

Diplomatic • Restricted membership

BRI Intergovernmental, 

bilateral, and 

regional

Economic and 

diplomatic

• Precursor to institutionalization
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institutional initiatives, their objectives, and their advantages (Kastner, Pearson, and Rector, 
2018; Johnston, 2014). 

The difference between the institutional initiatives and the noninstitutional initiatives 
listed in Table 2.1 lies in the adherence to formal rules of engagement. The Association of 
Southeast Asian Nations (ASEAN), for instance, is governed by its charter, which defines the 
scope of membership, objectives, and mode of functioning. By contrast, the Group of 7 (G7), 
which does not have its own website, is an informal association whose members have come 
together based on shared values. Unlike a rules-bound entity, these values do not formally 
define the scope of membership or specify objectives and the mode of functioning (ASEAN, 
undated; G7 UK, undated). 

The advantages of institutions have made them an important component of nations’ stra-
tegic toolkits. In the next chapter, we look at China’s grand strategy and discuss its use of 
institutions.
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CHAPTER THREE

China’s Grand Strategy—An Increased 

Reliance on Institutions

In this chapter, we focus on the goals, desired outcomes, and plans of China’s grand strategy, 
and how these developed from China’s and the world’s changing circumstances. We find that 
China’s goals have remained unchanged since the end of the Cold War, but achieving those 
goals has necessitated significant changes in China’s desired outcomes and new strategies and 
plans.

The literature generally agrees that, at the present time, as Scobell et al. (2020) puts it, 
China’s “central goals are to produce a China that is well governed, socially stable, economi-
cally prosperous, technologically advanced, and militarily powerful by 2050” (p. ix). Or, as 
Goldstein (2020) states, the “enduring purpose” of China’s grand strategy from the end of the 
Cold War to the present time has been “rejuvenation—to regain its standing as an advanced 
country and a great power” (p. 169).

During the Cold War, China’s goal was more modest: “Beijing’s overriding challenge was 
to ensure a relatively weak China’s security in the face of pressing threats from the superpow-
ers” (Goldstein, 2001, p. 835). This weakness arose from the disruption of the economy during 
the Cultural Revolution (1966–1976). Initially, to address its security concerns, China allied 
with the Soviet Union (Goldstein, 2001). After the China-Soviet split in the 1960s, China 
sought closer relations to the United States to protect itself from the Soviet Union (Kraus, 
2020), a process that was formalized with U.S. recognition of the People’s Republic of China 
in 1972. This situation continued until the Cold War ended, by which time China’s rift with 
the Soviet Union had also healed.

Since 1979, China has focused on national development. Under Deng Xiaoping, China 
undertook several reforms that opened the economy to market-driven development. Although 
there were some significant foreign policy challenges during this time, such as the aftermath 
of the Tiananmen Square crackdown of 1989, China was able to manage these issues while 
focusing on its economic development.

After the Cold War ended, China’s security concerns centered on the power that a unipo-
lar world gave to the United States. Goldstein (2001, p. 840) writes that

[t]he potential threat from a hostile U.S. topped the list of Beijing’s newly acute security 
concerns. After the demise of its Soviet rival, an unchecked U.S. . . . was free to under-
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take repeated military interventions around the globe. Most worrying was its decision 
to dispatch two aircraft carrier battle groups to the area around Taiwan in response to 
China’s coercive diplomacy during 1995–96 intended to weaken separatist sentiment on 
the island. 

In a similar vein, Freeman discusses China’s preoccupation with the United States as a cause 
of some of China’s strategic responses (Freeman, 2018; Freeman, 2020).

As the shadow of the Tiananmen Square crackdown of 1989 started to fade in the face of 
China’s continued economic growth, China started attracting U.S. attention in a positive way. 
President Clinton called for increased economic engagement with China in 1994 (Goldstein, 
2001). China welcomed the opportunity for greater economic engagement but also continued to 
view the threat of a hostile United States as a major national security concern (Goldstein, 2001). 

Since the late 1980s, China has taken a more active interest in multilateralism, in part to 
deflect international suspicion and criticism of China’s growing power. For instance, China 
signed the Comprehensive Test Ban Treaty in 1996 (although, like the United States, it has 
not ratified the treaty). China began to participate in UN Peacekeeping operations in 2000. 
It also cultivated the United States as a strategic partner, which led to both parties agreeing 
to establish a strategic partnership in 1997 (Goldstein, 2001). The United States championed 
China’s accession to the World Trade Organization (WTO) thereafter, which was accom-
plished in 2001 (Prime, 2002). For the next decade, as China’s economic growth soared, the 
U.S. and Chinese economies became more integrated with each other, as evidenced by trade 
and FDI data (U.S. Census Bureau, undated). Under the WTO agreement, China made sig-
nificant concessions on FDI rules, allowing solely owned foreign enterprises to operate in a 
wide range of sectors for the first time. These rules have continued to be liberalized within, 
for example, banking, agriculture, and automobile sectors (Long, 2005). As a result, trade 
between the United States and China increased substantially, from a total volume of $200 bil-
lion per year (exports and imports) in 2001 to more than $730 billion in 2018 (including 
goods and services trade), falling to $635 billion in 2019, and rising again to $660 billion in 
2020 (Office of the United States Trade Representative, undated).

In 2009, the United States and China initiated an annual strategic and economic dialogue. 
In those days, such neologisms as the “G-2” (i.e., the United States and China together design-
ing and directing a new world order) and “Chimerica” were commonly heard, although Chi-
nese officials rejected such descriptions (Lee, 2018). In July 2009, during a meeting with Chi-
nese President Hu, President Obama noted that “the relationship between the United States and 
China will shape the 21st century, which makes it as important as any bilateral relationship in 
the world” (Obama, 2009). Earlier, in February 2009, then–Secretary of State Hillary Clinton, in 
advance of a visit to China during the global financial crisis, noted that although “some believe 
that China on the rise is, by definition, an adversary . . . we believe that the United States and 
China can benefit from and contribute to each other’s successes” (Clinton, 2009).

The end of the Cold War thus necessitated a partial and successful change in China’s 
grand strategy. The major change occurred within China’s central goal, which shifted focus 
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from survival to “rejuvenation” or regaining its historical status as a great power, enabled by 
its growing economic and military strength (Goldstein, 2020, p. 169). 

Wang (2011) notes that what did not change with the end of the Cold War was China’s 
focus on economic development. This focus has been constant since the end of the Cultural 
Revolution and the subsequent economic reforms introduced by Chinese leader Deng Xiao-
peng in 1978 (Scobell et al., 2020, p. 11). 

The development focus also increased China’s interest in the Asia-Pacific. As a result of Chi-
na’s reliance on Asian supply chains for development since the early 1990s (bolstered by security 
concerns from U.S. actions in Asia), China’s geostrategic focus was firmly focused on Asia and 
more so on Northeast and Southeast Asia during the first decade of the 21st century. The lack 
of focus on the rest of Asia was because countries of Central Asia and South Asia were poorly 
connected with China. Their economies were not as dynamic or forward-looking as those in 
Northeast and Southeast Asia, which limited their potential for China (Wang, 2011).

However, Chinese officials began to rethink their approach to the rest of Asia under Hu 
Jintao’s leadership (2002–2012). Wang (2011, p. 78) notes that

[t]he central government has been conducting the Grand Western Development Pro-
gram in many western provinces and regions, notably Tibet and Xinjiang, for more than 
a decade. It is now more actively initiating and participating in new development projects 
in Afghanistan, India, Pakistan, Central Asia, and throughout the Caspian Sea region, all 
the way to Europe. This new western outlook may reshape China’s geostrategic vision as 
well as the Eurasian landscape.

Preceding the Hu administration, Chinese leader Jiang Zemin (1989–2002) had promoted 
cooperation among China, Russia, and its Central Asian neighbors. The informal grouping 
that resulted, the Shanghai Five, achieved considerable success in resolving border disputes 
and reducing militarization along borders. The group was formalized as the SCO in 2001. 
According to Doshi (2021, p. 126), a key objective of China and Russia in promoting the SCO 
was to manage their rivalry with the United States.

The change in China’s grand strategy from the period of the Cold War to the first two 
decades after the Cold War ended may be summarized as follows: (1) the focus of its main 
goal changed from survival to rejuvenation in order to build a pre-eminent Asian presence 
and a growing global presence in the socioeconomic, diplomatic, and defense arenas; (2) the 
objective of managing relations with the United States continued but with an expansion of 
China’s strategies to include openness to trade relations, participation in multilateral institu-
tions, and the formalization of the U.S.-China strategic partnership; (3) the objective of eco-
nomic development continued but with a new plan to open China’s doors to develop regional 
supply chains through trade openness; (3) a new objective to build political relations with 
Southeast and Northeast Asia to promote stable supply chains emerged; (4) a new objective 
to build security relations with Central Asia was implemented through the SCO, an institu-
tion promoted by China; and (5) the objective of building soft power in developing countries 
through participation in existing multilateral institutions continued.
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Over the past decade, changing circumstances within and outside China have changed 
China’s grand strategy. In 2012, when President Xi Jinping came into power, China faced 
several security challenges. Within Asia and Eurasia, China had successfully negotiated land 
border disputes with many countries. Taiwan’s persistent autonomy remained an unresolved 
flash point, however, as did the disputed sections of the China-India border. There were and 
remain several maritime disputes in other parts of Asia with several ASEAN states over the 
South China Sea, with Japan over the East China Sea, and with the United States over the 
security of shipping lanes in the South China Sea and the Malacca Straits. Internally, terror-
ism in western China has been the biggest security challenge. 

The most significant external security challenge came from the United States during the 
Trump administration. A hardening in the U.S. attitude toward China and its offshoots (i.e., 
the unexpected progress in the U.S.-Taiwan relationship and the social unrest in Hong Kong 
in 2019–2020) have added to China’s security challenges. 

It did not start that way. Chinese cooperation with U.S. initiatives concerning North 
Korean sanctions in the early years of the Trump administration promised a continuation 
of economic relations and the U.S.-China strategic partnership. This expectation was further 
bolstered by the Four Pillars relationship agreed to between the Trump and Xi administra-
tions in 2017, covering (1) diplomatic and security issues, (2) economic issues, (3) law enforce-
ment and cybersecurity, and (4) cultural and social issues (King, 2017; Lum, 2017).

Instead, since late 2017, there has been a dramatic reversal. The relationship between the 
United States and China transitioned from one of primarily market-based economic compe-
tition to one of escalating security competition and confrontation in many other domains, 
such as technology and diplomacy (Specialist in Asian Security Affairs, 2010; Dossani, 2020). 
The Trump administration, in December 2017, named China as a “strategic competitor” in its 
National Security Strategy document (Cordesman, 2017). A trade war, initiated by the United 
States in July 2018 and retaliated to by China, continues between the two countries. In October 
2018, the United States named China as a reason for withdrawing from the Intermediate Range 
Nuclear Forces Treaty with Russia (Javed, 2018; U.S. Department of Defense, 2018). A January 
2020 trade agreement between China and the United States focused on updating China’s intel-
lectual property regimes and committing China to purchasing more U.S. goods. 

The United States now considers China to be its chief rival (Policy Planning Staff, Office 
of the Secretary of State, 2020). The Biden administration has named China as the United 
States’ “most serious competitor,” and foreign policy official Kurt Campbell noted that the 
“era of engagement with China [had] come to an end” (Zheng, 2021).

The present state of diplomatic dialogue between the United States and China is limited 
to bilateral initiatives, many of which appear to be failing.1 Some observers argue that the 

1 Past and present bilateral initiatives between China and the United States include the following:

• U.S.-China Diplomatic and Security Dialogue (currently suspended)
• U.S.-China Law Enforcement and Cybersecurity Dialogue 
• U.S.-China Comprehensive Economic Dialogue (currently suspended)



China’s Grand Strategy—An Increased Reliance on Institutions

13

trend in China-U.S. relations is an inevitable outcome of the so-called Thucydides’ trap (i.e., 
an environment characterized by increasing challenge and confrontation between an estab-
lished and an emerging power) (Allison, 2017; Holmes, 2018). This environment suggests the 
possibility of a return to a cold war, but this time between the United States and China. 

As of 2021, China’s grand strategy may need to respond to the following list of U.S. con-
cerns about China:

• Chinese assertiveness in the South China Sea, the Senkaku Islands, and the Taiwan Strait
• China’s rising ability to compete with the United States economically; the unexpected 

economic growth of China from 2000 to 2010, averaging more than 10 percent per year, 
gave China unprecedented material power. As of 2021, China’s savings rate, at 45 per-
cent, is more than three times that of the United States while its GDP is 66 percent of 
the United States (CEIC Data, undated). As a result, China’s total new investible capital 
annually is about twice that of the United States. 

• China’s unexpected and unprecedented economic integration with Northeast and 
Southeast Asia since 2000, as measured by the volume of total trade and supply-chain 
integration (Kwok and Koh, 2017); this raises economic security risks for the United 
States if China decides to withdraw from or otherwise constrict the supply chains, lead-
ing to shortages in goods imported by the United States.

Note the salience of Asia in the above U.S. concerns. Since the United States revamped its 
plans to compete with China, China has responded in the following ways. First, China has 
sought to “defend its core interests” (Goldstein, 2020, p. 179). One such response is to build its 
presence in disputed areas (Goldstein, 2020). For example, China has built military bases on 
reclaimed land in the South China Sea and criticized U.S. Freedom of Navigation operations 
there, breached Taiwan’s air defense identification zone, and sent ships into the territorial 
waters of the Senkaku Islands.

Second, in the diplomatic sphere, as the United States has reduced or ended its involvement 
in key institutions, such as the UN and its agencies (e.g., Intergovernmental Panel on Climate 
Change [IPCC], World Health Organization [WHO]), the WTO, and the Trans-Pacific Part-
nership, China has sought greater engagement with those institutions. Within China, these 
are viewed as successful initiatives (Doshi, 2021, p. 109). This serves to “enhance China’s own 
authority and reduce that of the United States within the broader institutional landscape over 
the longer term” (Ikenberry and Lim, 2017). As part of this strategy, Doshi (2021, p. 108) argues 
that China works through institutions to convince institutions’ other members of China’s 
“benign intentions” because it must abide by the institution’s rules to be a member. This helps 

• U.S.-China Strategic and Economic Dialogue (closed)
• U.S.-China Social and Cultural Dialogue 
• China-U.S. Science and Technology Cooperation Agreement (closed)
• U.S.-China Human Rights Dialogue (currently suspended) 
• U.S.-China Climate Change Dialogue (ongoing).
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blunt U.S. power in such institutions, if the United States is a member, while building a hedge 
against a future downturn in China-U.S. relations. China’s motives may also include the desire 
to weaken institutions in which the United States is a leading member (Doshi, 2021).2 

Not all scholars agree that China’s diplomatic strategy is primarily designed to address its 
rivalry with the United States. Taking a more benign view that China’s diplomatic strategy is 
also intended to support its “good neighbor” objective, Scobell et al. (2020) states that “under 
the national rejuvenation grand strategy, China is rebalancing its diplomatic strategy to include 
not just maintaining good relations with the United States and other great powers but also 
enhancing ties with countries on China’s periphery and across the developing world” (p. 37).

China’s increased involvement in multilateral institutions is an expansion of China’s long-
standing commitment to multilateralism, particularly through the UN, for reasons that go 
beyond its own national security to project soft power. Since joining the UN and becoming a 
permanent member of its Security Council in 1971, China has been committed to the institu-
tion. One reason is that China has seen itself as the representative of the developing world in 
the Security Council. Over the past two decades, as its economic power has grown, China has 
used the UN as a vehicle to exercise soft power more widely. It is the second-largest contribu-
tor to the UN budget after the United States and a significant contributor to many of the UN’s 
social welfare agencies (Ikenberry and Lim, 2017). 

China’s use of the veto in the Security Council in recent years reflects its rising ambi-
tions for diplomatic power (see Figure 3.1). China’s first veto after the Cold War was in 1997 
and concerned human rights in Guatemala. More recently, most of China’s vetoes concerned 
Syria, usually jointly with Russia and in opposition to the United States. It has also vetoed 
resolutions on Burma and Zimbabwe (UN, 2021).3

A third set of responses is in the socioeconomic sphere. First in importance to China is 
to continue to focus on its internal economic growth. Maintaining a high rate of economic 
growth builds material power relative to that of the United States, which is critical for manag-
ing China’s more competitive rivalry with the United States. It also fulfills the key domestic 
objective of reinforcing the legitimacy of the regime. Material power is critical for “buttress-
ing the nationalist narrative” of the Chinese Communist Party, promoted most recently by 
Xi Jinping in 2013, of the “China dream” of the “great rejuvenation of the Chinese nation” 
(quoted in Ikenberry and Lim, 2017). 

High economic growth also helps China counter the United States by building soft power 
in the Asian developing world and beyond. In a 2014 speech, Xi Jinping noted that “the rise 

2 Doshi (2021, p. 103) argues that China has joined some institutions, such as the Asia Pacific Economic 
Cooperation forum in 1991, to weaken U.S. influence. However, it was not until the global financial crisis 
of 2007–2008 that China decided to promote its own institutions, reasoning that the United States was in 
decline as a global power and would not respond (Doshi, 2021, p. 213). 
3 Less obvious has been a reduction in the number of UN Security Council resolutions since 1992 because 
of China’s prior stance that it would veto any resolution that it did not agree with.



China’s Grand Strategy—An Increased Reliance on Institutions

15

of its overall and national strength [gave] China the capability and the will to provide more 
public goods to the Asia-Pacific and the whole world” (Ikenberry and Lim, 2017).

Along with its increased involvement in multilateral institutions, China has also pro-
moted or co-led new agreements and institutions, many with socioeconomic mandates that 
are focused on Asia (see Table 3.1). The Asia-specific initiatives include ASEAN+3 in 1999, 
the Brazil, Russia, India, China, and South Africa (BRICS) bank (now called the New Devel-
opment Bank) in 2014 (Kondapalli, 2020), and the Regional Comprehensive Economic Part-
nership (RCEP) in 2020, all of which are targeted at economic growth. So is the Asian Infra-
structure Investment Bank (AIIB), whose range of operations is primarily in Asia, but not 
exclusively so. As of 2021, the AIIB had 103 member countries compared with 68 members 
in the Asian Development Bank (ADB) and 119 members each in the World Bank and the 
International Monetary Fund.

An important channel for China’s institutional socioeconomic initiatives is the trillion-
dollar BRI, which was promoted by China in 2013. A global initiative, the BRI is implemented 
between governments on both a regional and bilateral basis, primarily to develop physical 
infrastructure, such as rail and pipelines. The National Development and Reform Commis-
sion (NDRC) of China manages the BRI under the guidance of the State Council. The NDRC 
determines, in consultation with partner countries, the projects to be undertaken; contracts 
out the projects to Chinese entities, most of which are state-owned banks and enterprises that 
are responsible for financing and implementation, including subcontracts to local entities; 
and monitors progress (Rolland, 2019). 

While the BRI is officially described as a development initiative, it appears to fulfill two 
additional aims. The first is to increase other countries’ economic dependence on China. This 

FIGURE 3.1

Use of the Veto by Security Council Permanent Members from 1946 to Present
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SOURCE: UN, 2021. 
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is because every corridor connects partner countries to China. An example is the China-Laos 
Railway, which is expected to connect the Laos economy closely with China’s. The second 
aim is to secure Chinese access to critical locations: the markets of the west, the supply chains 
of Asia, and the mineral resources of the Middle East and Central Asia in the event of a mari-
time blockade. An example is the Kunming-Kyaukpyu Railway, which is under construction. 
Once the railway is completed, China will be able to bypass the Malacca Straits to send goods 
to its main markets and import mineral resources from its main suppliers.

One feature of China’s socioeconomic initiatives is that, unlike its security or diplomatic 
initiatives, which have narrowly defined objectives, these are intended help fulfill plans that 
go beyond China’s socioeconomic objectives. For example, the BRI, as noted above, addresses 
China’s own development (a socioeconomic objective), the development of partner countries 
(a diplomatic aim of exercising soft power), economic interdependence with partner countries 
(a security objective), and securing access to critical locations (a security strategy). China 
may have taken this “one-arrow-many-targets” approach because it lacks enough breadth in 
its security and diplomatic initiatives to address all its security and diplomatic needs, and so 
must rely on socioeconomic objectives to address them.

Changes in China’s Desired Outcomes

The above analysis suggests that China’s goal for its grand strategy has not significantly 
changed over the decades since the Cold War ended. The focus of China’s long-term goal 
is still rejuvenation—to regain China’s standing as an advanced country and a great power.

However, China’s desired outcomes have evolved in a few ways over the past decade and 
are now more interdependent with each other than they ever were. First, China’s Asia focus 
covers all of Asia now, whereas, earlier, the emphasis was on only Southeast and Northeast 
Asia. This change is driven by China’s economic needs, such as access to mineral resources, 
as well as security needs, such as securing its borders with Central Asian states. 

A second change is that economic integration has replaced trade openness both for Asia 
and globally. This change is being accomplished primarily through outbound FDI, in which 
China now ranks as a world leader. 

Third, because relations with the United States have changed to become more competi-
tive, China needs to manage this rivalry instead of cultivating a strategic partnership. 

Fourth, China seeks soft power engagement globally, whereas, earlier, this was targeted at 
the developing world.

Fifth, China’s strategic toolkit relies increasingly on institutions—mainly socioeconomic 
institutions, but diplomatic and security institutions play a role as well.
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Summary of China’s Objectives and Plans

China currently looks to accomplish three outcomes: (1) achieve greater economic integra-
tion with Asia and the rest of the world, (2) manage its rivalry with the United States in Asia 
and globally, and (3) build soft power. 

China’s national plans to achieve its desired outcomes have also evolved over time. One 
of the main changes is China’s increased use of institutions. From a survival-driven, largely 
noninstitutional approach during the Cold War, China has come to use institutions more 
actively (though not exclusively) thereafter to address the socioeconomic, diplomatic, and 
national security dimensions of China’s interests. These institutions are multilateral, regional, 
and bilateral in nature and include both institutions that existed prior to China’s involve-
ment with them and new institutions, which over the past decade have been initiated or co-
promoted by China, sometimes in competition with existing institutions.

Table 3.1 summarizes China’s grand strategy as of 2021. China’s national plans, as they 
appear in 2021, are as follows:

• economic plans 
 – free trade agreements (FTAs), comprehensive economic partnerships
 – financial institutions
 – institutions and projects of the BRI

TABLE 3.1

China’s Grand Strategy as of 2021

Goal
Desired Outcome 

(Type)
National Plan to Achieve 

Outcome Most Prominent Example 

Institutional 
Initiative  
(Yes/No)

Build a 

pre-eminent  

Asian presence 

and a larger  

global 

presence in the 

socioeconomic, 

diplomatic, and 

defense arenas 

Increase 

economic 

integration with 

Asia and the 

world (economic)

1. FTAs, comprehensive 

economic 

partnerships

2. Financial institutions

3. BRI

1. RCEP (ASEAN)

2. AIIB

3. CPEC

1. Yes

2. Yes

3. Yes

Manage rivalry 

with the United 

States in Asia 

and globally

(security)

1. Bilateral and regional 

security associations

2. BRI

3. Defense of core 

interests through 

military action

1. SCO

2. Kunming-Kyaukpyu 

Railway

3. Military bases on 

reclaimed land in the 

South China Sea

1. Yes

2. Yes

3. No

Build soft power 

engagement 

globally

(diplomatic)

1. Multilateral and 

regional diplomacy 

associations 

2. Defense of core 

interests through 

assertive diplomacy

3. Humanitarian aid

4. BRI

1. UN

2. Criticism of 

Taiwanese claims to 

sovereignty

3. WHO

4. China-Laos Railway

1. Yes

2. No

3. Yes

4. Yes
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• security plans
 – bilateral and regional security associations
 – institutions and projects of the BRI
 – defense of core interests through military action

• diplomatic plans
 – multilateral and regional diplomacy associations 
 – defense of core interests through assertive diplomacy
 – humanitarian aid
 – institutions and projects of the BRI.

China’s institutional focus is clear. The economic strategies are the most comprehensive. 
Many are based on recently developed institutions, making it difficult to be definitive about 
their effectiveness. Table 3.2, which lists the institutions and initiatives promoted or co-
promoted by China, illustrates the prominence of its socioeconomic strategies.

China’s institutional security strategies, such as the SCO, have been successful; however, 
their use is limited in number and scope, causing China to use either noninstitutional strate-
gies or economic strategies as alternatives to accomplish its security objective. 

TABLE 3.2

Institutions and Initiatives Promoted or Co-Promoted by China Since 1999

Institution Name Year of Establishment Targeted Region Targeted Outcome 

ASEAN+3 1999 Southeast Asia • Increase economic integration

AIIB 2016 All Asia • Increase economic integration

BRI 2013 Global, but record 

shows focus on 

Asia

• Increase economic integration

• Manage rivalry with the United 

States

Comprehensive 

Agreement on 

Investment

2020 Europe • Increase economic integration

• Manage rivalry with the United 

States

Forum on China-Africa 

Cooperation

2000 Africa • Increase economic integration

• Build soft power 

• Manage rivalry with the United 

States

New Development Bank 2014 Asia • Increase economic integration

RCEP 2020 Northeast and 

Southeast Asia

• Increase economic integration

• Manage rivalry with the United 

States

SCO 2001 Central Asia • Manage rivalry with the United 

States

NOTE: This list excludes bilateral FTAs and bilateral strategic partnerships, which are also institutional initiatives.
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The institutional diplomatic strategies have been quite successful with poor countries, 
but China’s assertive diplomacy is less effective in China’s periphery to the south and east, 
where China’s vigorous defense of its core interests can be seen as coercive (Scobell et al., 
2020, p. 43). This may be because China lacks an institutional mechanism for diplomatic and 
security purposes in Southeast and Northeast Asia. The contrast with its relations with Cen-
tral Asian states, which are more stable and where China is not seen to be exercising coercive 
diplomacy, may be because there is no equivalent of the SCO for Southeast and Northeast 
Asia. Instead, China must use noninstitutional initiatives, with their attendant disadvantages 
when compared with institutional initiatives, or China must resort to using economic initia-
tives that were designed to fulfill its economic outcome to achieve diplomatic and security 
outcomes. Might this imply some gaps in China’s grand strategy in achieving its security and 
diplomatic goals? To discuss China’s Asia focus and the gaps that might exist in its grand 
strategy, we now turn to our interviews with subject-matter experts (SMEs). 

Insights of Subject-Matter Experts

Our review of China’s grand strategy in the first part of this chapter has revealed its strong 
emphasis on Asia to meet its three objectives (see Table 3.1). To help us understand which 
countries would be affected by China’s grand strategy and how they might respond, we inter-
viewed 22 former policymakers and policy analysts from China, Korea, other Asian coun-
tries, and the United States as part of our exploratory study. The sample selection procedure 
and representativeness are described in Appendix A. 

We first asked SMEs to suggest the key multilateral and regional institutional and non-
institutional initiatives that China could use and the outcomes that China desired to accom-
plish with each initiative. This question, which we also addressed in the literature review, was 
supplemented by questions on bilateral initiatives. The results are shown in Table 3.3.

We then asked in which countries these initiatives were most important for China to have 
an effective grand strategy and the specific outcomes that China was seeking in these coun-
tries. The results are shown in Tables 3.4 and 3.5. We conclude this chapter with a discussion 
on China’s use of institutions and their likely effectiveness.

SME assessments of multilateral and regional initiatives closely match the findings from 
our literature review (summarized in Table 3.1). The paramount significance of globaliza-
tion in all respects to China’s future is evident in the rankings shown in Table 3.3. The UN 
is, according to SMEs and consistent with our earlier discussion, China’s main tool for inter-
governmental multilateral initiatives. Lanteigne (2005) notes that China makes “active use of 
[the UN] institutions to promote the country’s development of global power status.” As one 
expert noted, the UN is an organization through which China has real influence .

The institutions and projects that constitute the BRI follow the UN in strategic impor-
tance to China among global institutions and initiatives. There are three reasons for the BRI’s 
importance, according to SMEs. First is its scale. As a respondent noted, there is no conti-
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nent that is not included under the BRI umbrella. Second, each BRI project tends to be large 
enough to affect the host country’s growth prospects. Third, SMEs also noted that the trans-
formative nature of the BRI for host countries not only strengthened China’s own growth 
prospects but also opened opportunities for growth for many countries, especially in poorer 
regions. The potential impact on the economies of developing countries has helped bolster 
China’s diplomatic standing among the governing elites of the same developing countries. 
Thus, not surprisingly, SMEs ranked the BRI highly for both developmental and diplomatic 
benefits to China.

The evidence suggests that the BRI receives a mixed reception from the public in host 
countries, many of whom question its financial benefits, the costs of debt incurred, and 
its effect on employment (Dossani, 2020). Official views tend to be more positive (China-
Pakistan Economic Corridor Authority, undated; Walt, 2019). The literature suggests, though 
not conclusively, that the BRI-related projects have benefited host countries economically 
and diplomatically (Azhar and Syed, 2017; Rajah, Dayant, and Pryke, 2019; Brautigam, 2020).

WTO ranks third, primarily for the developmental benefits that it offers China. In the 
economic sphere, as the world’s vendor of choice for manufactured goods, China has a par-
ticular stake in free trade. The WTO is a suitable organization for countries that support free 

TABLE 3.3

Key Institutional and Noninstitutional Initiatives Mapped to Outcomes 
Addressed 

Rank

Importance of Initiative to Desired Outcome

Economic Security Diplomatic

Multilateral initiatives

UN and its agencies 3 5 4

BRI 5 5 3

WTO 4.5 3 1

Regional initiatives

ASEAN 4 4 3

SCO 3 4 5

Bilateral initiatives

China-Russia Friendship Treaty 3 4 4

China-South Korea FTA 4 4 1

China-North Korea Friendship 

Treaty

2.25 4.5 5

NOTE: The ranking of initiatives shown in column 1 are from most- to least-important and represent the median score from 

SMEs’ rankings of each. Importance of an initiative in relation to an outcome category (economic, security, diplomatic) is 

the median score of SMEs’ rankings of each on a scale of 1 to 5, where 1 is least important and 5 is most important. To 

be included in this table, an initiative had to score a median rank of 4 or higher in at least one of the outcome categories. 

ASEAN includes SMEs who chose either RCEP or ASEAN+3.
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trade, as China does, and China has benefited greatly from WTO membership.4 Its attractive-
ness, despite the Trump administration’s efforts to handicap it, is testimony to the advantages 
of the institutional approach, as discussed earlier.

In the security sphere, China has focused on regional institution-building, such as work-
ing with the ASEAN on a Code of Conduct and with the SCO. Its bilateral security arrange-
ments have also been growing in number. SMEs widely noted the assertive behavior of China 
in recent years in Southeast and Northeast Asia, but they could not identify an institutional 
or noninstitutional initiative practiced by China that exemplified this issue. 

Turning to bilateral relations, according to SMEs, Russia is China’s most important part-
ner. SMEs noted that because China and Russia share a common status of being adversaries 
of the United States, this has led the old foes to increase cooperation and coordination on 
multiple issues, despite persistent mutual suspicions. They are more likely to vote alike on the 
Security Council, as Figure 3.1 shows, than at any time in the past. They also work together 
in such regional bodies as the SCO and conclude bilateral economic deals, such as the China-
Russia East gas pipeline. 

Lukin’s 2021 study of Sino-Russian relations compares two explanations for the two 
nations’ growing relationship: (1) a marriage of convenience to counter the United States, 
and (2) convergent interests, values, and worldviews. He argues that the starting point for 
their closeness was indeed to counter the United States and dates to 2014, when Russia was 
removed from the Group of Eight, at the insistence of the United States, after Russia’s annexa-
tion of Crimea. In 2015, the two countries agreed to merge the Russia-promoted Eurasian 
Economic Union with the BRI (Liu, 2019). When the United States named China as its stra-
tegic competitor in 2017, China sought even closer relations with Russia. Several current 
areas of cooperation are significant and strategic: They include Chinese investment in Rus-
sian technology, economic integration across Eurasia, cooperation in space, weapon sales by 
Russia to China, joint military exercises, and the creation of a missile attack warning system. 
Lukin (2021) concludes that the growing convergence of interests between China and Russia 
might have beneficial long-term effects on their relationship.

SMEs ranked the economic relationship between China and South Korea as China’s 
second-most-important bilateral relationship. The FTA is important to both China and 
South Korea—China is South Korea’s largest trading partner, and South Korea is China’s 
third-largest trading partner (Kim, 2020).

The China-North Korea Friendship Treaty ranked third, ahead of other important rela-
tionships, such as the China-India relationship and the China-Japan relationship. SMEs 

4 Being a vendor (net exporter) economy rather than a client (net importer) nation can also impose con-
straints on China’s strategy of institution-based free trade in that it must accept noninstitutional solutions 
when its counterparties have market power. This has been evident in China’s response to U.S. restraints on 
trade under the Trump and Biden administrations. Rather than turn to the WTO after the United States 
launched its trade war on China in 2018, China responded to a U.S. request to negotiate a bilateral trade 
deal. Arguably, this may have had domestic benefits for China as well, because it led to the adoption of fairer 
trade and technology acquisition standards than those that China had adhered to earlier.
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noted that this ranking reflects the deep-seated vulnerabilities on the Chinese side arising 
from concerns about North Korea’s reliability as a partner, its regime’s stability, its nuclear 
arsenal, and its economic dependence on China. The payoff for China is that this relationship 
increases China’s diplomatic standing with South Korea and with the United States. 

Interestingly, the U.S.-China trade deal of 2020 did not rank highly enough to be included 
among the list of bilateral initiatives. This may reflect the deal’s reduced relevance under the 
Biden administration. 

Having identified these key initiatives and their purposes, we sought to identify the 
countries where these initiatives would be used. For example, for managing rivalry with the 
United States, which initiatives would China use and where? We also sought more detail on 
the initiatives by asking the SMEs to comment on why these countries and initiatives were 
important for China. The results are shown in Tables 3.4 and 3.5.

The findings shown in Table 3.4 regarding the regions of importance are consistent with 
the findings of our literature review. Northeast Asia emerged as the most important region by 
a large margin. China’s second- and third-largest trade partners, Japan and South Korea, are 
there. Both countries are allies of the United States, making China’s relationships with each 
important to manage. China’s relationship with Japan, with which China has disputes over 
territory in the East China Sea and which has been building up its military in recent years, is 
the more important of the two—perhaps because Japan is more committed to viewing China 
as an adversary than is South Korea. Japan also has closer economic and political relation-
ships within Southeast Asia and South Asia (particularly with India) than does South Korea, 
and these are also regions of importance for China. Furthermore, Japan is a large investor in 
China and has transferred significant manufacturing technologies to China.

The third-most-important country to China in Northeast Asia is North Korea, for rea-
sons discussed earlier concerning the China-North Korea Friendship Treaty. Taiwan makes a 
showing at only fourth place, a surprise considering the constant saber-rattling that charac-
terizes China-Taiwan relations, the implications of failure for China on the legitimacy of the 
Chinese Communist Party, and Taiwan’s close ties with the United States.

TABLE 3.4

Expert-Ranked Asian Regions and Countries of Importance to China

Rank of Region Region

Rank of Country Within Region

1 2 3 4

1 Northeast Asia Japan South Korea North Korea Taiwan

2 Southeast Asia Indonesia Vietnam Singapore Thailand

3 South Asia India Pakistan Sri Lanka Bangladesh

4 Central Asia Kazakhstan Russia Afghanistan

NOTE: This table shows SMEs’ responses to the request: “Please rank Asian regions and countries of interest in order of 

their importance to China.” The ranking order of the regions and countries is based on SMEs’ median score for each. We 

included entities that are not formally recognized as countries in SMEs’ rankings of countries of importance to China. 
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Among regions, SMEs ranked Southeast Asia in second place. This is the region with 
which China is most economically integrated, particularly through supply-chain integra-
tion, trade, investment, and cultural exchanges. Furthermore, China’s territorial claims in 
the South China Sea require China to manage its relations with countries in Southeast Asia 
carefully.

Kwok and Koh’s 2017 study of economic integration of Southeast Asia with China shows 
how the rising role of agglomeration economies is increasing the importance of labor spe-
cialization. China is also playing an important role as the provider of FDI through business 
networks that include overseas Chinese citizens (Sargent, 2021).

Indonesia, despite its relatively passive stance in Southeast Asian affairs, ranks first, pri-
marily on the grounds of its size and because it is actively engaging with China in the eco-
nomic arena, more recently during the COVID-19 pandemic, and it has a large and influen-
tial Chinese population that is deeply economically engaged with China.

Vietnam ranks second, despite a complex, often adversarial relationship with China (Huy, 
1998). Both are run by authoritarian, communist regimes. Vietnam is a recipient of large Chi-
nese investments and counts China as its largest trading partner. On the other hand, the two 
countries have clashed in recent years over control of the Paracel Islands and hydrocarbon 
rights in the South China Sea, and Vietnam has growing defense ties with the United States.

Singapore’s third-place showing reflects its outsize intellectual presence in the region. As 
one expert noted, it is the region’s financial and logistics center and has always declared its 
openness to being a trusted intermediary between China and the United States, with which it 
has defense ties. Singapore has been an early investor in China, helping to develop industrial 
parks and other infrastructure.

Thailand’s ranking, in fourth place, reflects the past and potential future rather than 
present reality. Just two decades ago, Thailand, with its economic dynamism, was seen as one 
of the most important partners of China. It has stagnated economically since, reducing its 
attractiveness to China. Because Thailand has an alliance with the United States, while being 
open to building relations with China, it is an important relationship to manage from China’s 
perspective. The two countries have strong economic ties, and China is an important investor 
in Thailand via the BRI and other projects. 

Turning to South Asia, which ranks third among the regions, India ranks in first place 
for several reasons. Its size and market potential are important for Chinese vendors, many 
of whom are large investors in India. From a diplomatic perspective, India has been open to 
close relations with China. This has changed in recent years for a variety of reasons, both 
domestic and geopolitical, and India has moved closer to the United States. India is an active 
participant with the United States, Australia, and Japan in the Quadrilateral Security Dia-
logue, which China views as an anti-China group. The border confrontations between China 
and India in Ladakh and Doklam over the past three years have significantly worsened rela-
tions, which led to India banning China from bidding for several large infrastructure proj-
ects. Despite these frictions, China-India trade relations are flourishing, and China is India’s 
largest trading partner. 
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Pakistan ranks in second place for mostly positive reasons. China and Pakistan have a his-
tory of close relations, and China has sponsored the massive projects of the China-Pakistan 
Economic Corridor, which has already begun to transform Pakistan. Pakistan is a frontline 
state in the war against terrorism, which has the potential to destabilize China’s Xinjiang 
province, while being a gateway for Chinese investment into Afghanistan. Pakistan’s adver-
sarial relationship with India offers China some tactical opportunities to confront India via 
Pakistan, while Pakistan’s close military relationship with the United States requires careful 
management by China.

Sri Lanka, with its China-friendly government, strategic location in the Indian Ocean, 
and long-standing receipt of Chinese investment, ranks in third place. It is followed by Ban-
gladesh, which is attractive to China for its growth potential, but the relationship needs more 
careful management, owing to Bangladesh’s close relationship with India.

Central Asia ranks fourth as a region, driven in part by a continued lack of economic 
dynamism. However, its importance is likely to grow, given the stabilizing effect of the 
SCO and the growing trade and infrastructure links between China and Europe that pass 
through Central Asia (see, e.g., Beijing Trans Eurasia International Logistics, undated; Euro-
pean Commission, 2021). Of the Central Asian states, resource-rich Kazakhstan offers the 
most economic opportunity and is ranked first by SMEs, while Russia, which they ranked in 
second place, is important for strategic diplomatic and military reasons, as discussed earlier. 
Afghanistan, given the developments of 2021, is important for two reasons: (1) if it stabilizes, 
it will be an important destination for the BRI via Pakistan, but (2) it could be a source of 
instability in China’s Xinjiang province if it remains unstable and looks to export terrorism.

Overall, it appears that China faces complex challenges in Asia. Although an analysis of 
China’s relations with each country shown in Table 3.4 is outside the scope of this report, we 
provide an illustrative example of this complexity with a brief discussion of China-Vietnam 
relations. (We discuss country-specific challenges in greater detail in our case study of the 
Korean Peninsula in Chapter Four.)

As Vuving (2009) notes, “Within half a century, official definitions of the Sino-Vietnamese 
relationship traveled from ‘comrades plus brothers’ (1949–1977) to ‘dangerous enemies’ 
(1979–1988) to ‘good neighbors, good friends, good partners, good comrades’ (from 2002).” 
The support given by China to North Vietnam during its war with U.S.-supported South Viet-
nam held their relationship together, despite the Paracel Islands dispute of 1974, the China-
Vietnam war of 1979, and the islands dispute of 1988. The subsequent territorial agreements 
of 1999 and 2000 were key turning points in the evolution of the Sino-Vietnamese relation-
ship. Meanwhile, as in China, market reforms in Vietnam created a constituency that has 
favored economic integration with the capitalist Western world.

In 2005, signaling a new position of equidistance, Vietnam officially described the United 
States as a friend. Was this because the market integrationists’ desire to sell to the lucrative 
American market overcame the anti-imperialist orientation of the Communist Party? Or was 
it a new threat to Beijing? 
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The more common view is that China’s newfound assertiveness in the South China 
Sea under Xi Jinping is a threat to Vietnam (Le Thu, 2020). Under this view, Vietnam has 
improved its security through closer relations with the United States. However, this does not 
explain Vietnam’s turn toward the United States in 2005.

In contrast, Vuving (2009) argues that the Iraq War played a key role in convincing the 
anti-imperialist camp that Vietnam might be next unless Vietnam developed closer relations 
with the United States in the security domain, as well as economic cooperation.

Vietnam is the subject of political overtures by the United States and may find it profitable 
to play off China and the United States. This is the case with India as well. 

To summarize, as one expert noted, the countries of Asia, from a Chinese strategic per-
spective, can be sorted into three types:5

1. those that are already in the Chinese camp: Cambodia, Laos, Myanmar, Pakistan, 
and Sri Lanka

2. those that will never join the Chinese camp: Japan, Vietnam, India, and Australia
3. target countries for Chinese strategy: Indonesia, Malaysia, Thailand, and the Philip-

pines. 

The Southeast Asian countries within the Chinese camp lack resources, but several have 
important strategic locations. They also offer China the potential for supporting votes in 
ASEAN.6 Sri Lanka, though more successful economically and strategically located in the 
Indian Ocean, is a small developing country. 

The challenges of managing these complex relationships for China are twofold: (1) China 
does not have access to Asian allies with leverage, unlike the United States, and (2) China’s 
grand strategy must address many more country-specific challenges than the U.S. strategy 
must.

Do the complexities of China’s relations with the countries of Asia suggest that its grand 
strategy might not be up to the task? One particularly relevant case is of those Asian countries 
that China would like to influence with its strategies that are not yet within its camp (i.e., 
Indonesia, Malaysia, Singapore, South Korea, Thailand, and the Philippines). We examine 
this question more closely in Chapter Four.

We now turn to specific topics within each outcome category (economic, security, and 
diplomatic) to understand which institutional strategies China could develop and use to 
address them (see Table 3.5). We provided a list of topics (shown in column 1) to SMEs and 
asked them to rank the importance to China in working with different Asian countries for 
each topic on a scale of 1 (unimportant) to 5 (very important). Responses with a median rank 

5 Singapore would be categorized between types 2 and 3. South Korea also falls between these two types, 
but it is unlikely to ever join the Chinese camp.
6 Myanmar’s location could be of strategic value once the infrastructure to connect Kunming with 
Kyaukpyu is developed under several ongoing BRI projects.
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TABLE 3.5

Experts’ Mapping of China’s Objectives to Asian Countries and China’s 
Institutional Strategies

Objective Key Asian Country Institutional Strategy

Economic 

1. Trade and capital flows • Japan

• South Korea

• ASEAN states

• WTO

• RCEP

• ASEAN-China FTA

• China-ROK FTA

2. Intellectual property security • Japan

• South Korea

• WTO

• RCEP 

3. Facilities connectivity • Kazakhstan

• Pakistan

• Thailand

• Institutions of the BRI

4. Financial integration • Singapore

• Japan

• South Korea

• None available

5. Cybersecurity • Japan

• North Korea

• Russia

• None available

Security

1. Border security • North Korea

• Japan

• India

• Vietnam

• Mutual Friendship Treaty (with 

DPRK)

• Comprehensive Strategic 

Partnership of Cooperation (with 

Vietnam)

2. Security of trade routes • Indonesia

• Japan

• Philippines

• Vietnam

• ASEAN Code of Conduct (under 

negotiation) 

3. Homeland defense • Taiwan

• India

• North Korea

• Mutual Friendship Treaty (with 

DPRK)

4. Policy coordination • Japan

• Indonesia

• Russia

• China-Indonesia Comprehensive 

Strategic Partnership

• Sino-Russian Treaty of 

Good-Neighborliness and Friendly 

Cooperation
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of 4 or higher are shown in column 2. We also asked SMEs to comment on the strategies that 
China would use and whether they would involve institutions; their responses inform which 
strategies appear in column 3.

Table 3.5 shows that China would like to work with many countries in Asia to achieve its 
desired outcomes. Northeast and Southeast Asia are still the most important regions for all 
three outcome categories. China’s institutional toolkit is mostly regional or multilateral for 
economic and diplomatic strategies. For security purposes, China relies significantly on bilat-
eral strategic partnerships created over the past decade. These partnerships are underlain by 
agreements on the scope of the partnerships, the creation of working groups, and leadership 
summits. In this sense, such partnerships can be considered institutions, although they lack 
the formality of producing reports and joint statements, making assessments of their value 
difficult. The largest gap between outcomes and institutional strategies is with Japan. China’s 
economy is already highly integrated with that of Japan, so it is possible that the recently 
formed RCEP will help China address multiple outcomes with Japan, but it is too early to tell. 

In summary, both the literature and SMEs’ insights have helped us identify China’s main 
institutional and noninstitutional strategies to address its relations with key countries of 
Asia. The complex nature of relations with these countries suggests that China’s increasing 
reliance on institutions may not always deliver its desired outcomes. To further explore this 
complexity, we turn to a case study of the countries of the Korean Peninsula.

Table 3.5—Continued

Objective Key Asian Country Institutional Strategy

Diplomatic

1. Environmental protection • India

• Japan

• UN IPCC

2. Health security • North Korea

• Myanmar

• WHO

• CIDCA 

3. People-to-people exchanges • South Korea

• Japan

• India

• Not available 

4. Regime stability of partner 

country

• North Korea

• Myanmar

• Pakistan

• Mutual Friendship Treaty (with 

DPRK)

• Comprehensive Strategic 

Cooperation Partnership (with 

Myanmar)

• China-Pakistan Economic Corridor

NOTE: Countries listed in column 2 are in SME-ranked order and all received median ranking scores of 4 or higher on a 

5-point scale (5 = very important).
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CHAPTER FOUR

China’s Grand Strategy and the Korean 

Peninsula

The Korean Peninsula is arguably a suitable test case of whether China’s grand strategy, as 
articulated in Chapter Three, can be effective in all of Asia because of the following reasons: 

• Relevance to the target countries: As shown in Table 3.5 in Chapter Three, all three out-
come categories (economic, security, and diplomatic) of interest to China are of interest 
to North Korea and South Korea as well. In the case of North Korea, the overturning of 
sanctions by the UN is a priority that requires the cooperation of China (and the United 
States). North Korea needs humanitarian aid and economic development support, both 
of which China can provide. In the case of South Korea, it has seen its interest in closer 
ties with North Korea unrealized in part because of the United States’ focus on North 
Korea’s denuclearization, and South Korea may seek greater autonomy from the United 
States as a result (Snyder, 2018). This may drive South Korea to seek closer ties with 
China, a desire likely to be bolstered by the increasing interdependence of China and 
South Korea’s economies, as well as their mutual interest to coordinate policy. 

• Relevance to China: Both North Korea and South Korea are seeking to revise their rela-
tionships with China and the United States, thus creating opportunities and challenges 
for finding common ground with China. China has long regarded the U.S. military 
presence in South Korea as a potential threat and, therefore, finding ways to weaken 
Seoul’s relationship with Washington could help erode the U.S. security presence. On 
the economic side, China would like to integrate its economy more closely with those of 
both North and South Korea, for reasons discussed below. 

• Generalizability of China’s grand strategy: China’s grand strategy will not go unchal-
lenged in the Korean Peninsula, just as it would not go unchallenged in most other 
Asian states. North Korea and South Korea will respond, as will external stakeholders, 
such as Japan and the United States. Furthermore, the Korean Peninsula, like each of the 
other Asian regions, has unique features which will likely require China to devise cus-
tomized plans and strategies in response. How China does so in the Korean Peninsula 
could offer valuable lessons for the rest of Asia.
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Our focus, therefore, is to identify which components of China’s grand strategy have been 
implemented in the Korean Peninsula and any potential gaps in their effectiveness. This will 
allow us to draw conclusions about the likely effectiveness of China’s grand strategy in the 
rest of Asia, which we discuss further in Chapter Five.

South Korea (also known as the Republic of Korea, ROK) and China established diplo-
matic ties in 1992. Mindful of the fact that the United States and South Korea are security 
allies, China focused on building a trade relationship with South Korea. However, China has 
also advanced itself as a competing leader for security issues on the peninsula through such 
efforts as the Six Party Talks. 

Over the past decade, the Chinese and South Korean economies have integrated rapidly, 
particularly after the signing of a 2014 FTA. China holds South Korea’s largest stock of FDI 
and is the largest destination for its exports. 

Although the economic relationship with China is critical for South Korea, its relationship 
with North Korea is equally important—its management requires South Korea to be mindful 
of Chinese interests in North Korea. 

South Korea is the smaller power in the relationship with China, which reduces its auton-
omy in developing policies toward China. There is a difference between small (and middle) 
powers and great powers in their level of autonomy in developing their grand strategies. The 
grand strategy of a small power must be set partly in response to a great power’s grand strat-
egy. This is because great powers can use their dominant status to impose their strategies on 
smaller countries. Of course, small powers may react by forming alliances among themselves 
to increase their collective power. In turn, great powers may preemptively create alliances 
with small powers. In both situations, small powers have less autonomy than great powers do.1 

China’s interests in North Korea (also known as the Democratic People’s Republic of 
Korea, DPRK) are complex. The two countries signed a mutual defense pact in 1961, which 
until the time of this report’s writing in 2021, was viewed by North Korea as playing some 
role in deterring Western interference in its affairs (Lo, 2021).2 While careful to avoid desta-
bilizing North Korea, Beijing was supportive of U.S. attempts to denuclearize North Korea 

1 An analogy to the economics literature is that big players can be market makers, while small players are 
always price takers.

Japan’s quest for regional influence during the period 1960–1985, through infrastructure, trade, and aid 
strategies, is an example of a country seeking to exercise a high level of autonomy from the United States 
(while still maintaining their close security alliance). Japan’s promotion of the ADB in 1966 after it failed 
to obtain an increased share in the World Bank—because of U.S. concerns—illustrates this. Although the 
United States was initially opposed to the ADB on the grounds that the World Bank was adequately funded, 
the United States later accepted the idea—and then worked with allies to ensure that Japanese influence 
over the ADB would be limited. This was accomplished primarily by locating the headquarters in Manila 
rather than, as expected by the Japanese, in Tokyo (ADB, 2017; Wan, 1995–1996).
2 The two countries regularly reaffirm their ties under the treaty. 
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in the 1990s (Dumbaugh and Niksch, 2002).3 China also chaired and hosted the Six Party 
Talks of 2003 to 2007 (Huang Ming, 2008). Under President Xi, China continued to support 
U.S. initiatives on North Korea through 2017. Driven by concerns about the effect of North 
Korean weaponization, both nuclear and ballistic, on its own security, China voted in favor 
of six Security Council resolutions sponsored by the United States to impose sanctions on 
North Korea between 2013 and 2017 (i.e., during both the Obama and Trump administra-
tions) (Carnegie Endowment for International Peace, undated).

While Pyongyang’s nuclear and missile tests threaten regional stability and are opposed 
by Beijing (Scobell et al., 2020), China has also often taken North Korea’s side in confronta-
tions with South Korea or when the United States has sought stricter sanctions and has always 
ensured that international sanctions do not threaten the survival of the Pyongyang regime 
(Albert, 2019). Chinese leaders fear that excessive sanctions may cause the Kim government 
to collapse, disrupting economic activity, sending thousands of refugees pouring into China’s 
northeastern provinces, and bringing the South Korean military (and possibly its U.S. allies) 
to China’s doorstep (Albert, 2019).

As shown in Table 3.4 in Chapter Three, SMEs recognize that China places great signifi-
cance on its relations with North Korea. In terms of fitting in with China’s developmental 
initiatives for the Chinese provinces that border DPRK (Jilin and Liaoning) and its hopes for 
bringing greater stability to the peninsula, North Korea plays an important role in China’s 
diplomacy to countries in Northeast Asia (Cha, 2016; Silberstein, 2019).

China’s strategies toward the two Korean countries are likely to be more effective when 
the underlying objectives are similar and less effective otherwise. We discussed objectives 
of China and the two Korean countries vis-à-vis each other with SMEs, and their views on 
mutual objectives are summarized in Table 4.1.

As shown in Table 4.1, China and South Korea share two interests for North Korea: regime 
stability and enhancing trade and capital flows. On the first, regime stability, both worry 
about the consequences of regime collapse, including refugee flows and control over North 
Korea’s nuclear arsenal. China’s strategy regarding regime stability in North Korea is to pro-
vide economic support and humanitarian aid and, through their mutual friendship treaty, 
provide assurances about long-term diplomatic and military support.

On the second objective, trade and capital flows, most SMEs said that North Korea would 
welcome investments from China and South Korea, provided that the type of investment was 
appropriate. North Korea also seeks help from China and South Korea to lessen the effects 
of international sanctions. Investments, such as those in foreign-owned industries, would be 
concerning to North Korea if they were accompanied by large expatriate populations. This 
would expose ordinary North Koreans to expatriate wealth and lifestyles, which would be 
unacceptable to the DPRK leadership. On the other hand, such investments as power lines 

3 Beijing was less helpful than the United States would have liked. That being said, Beijing clearly did not 
seek a leadership role on the issue, nor did it seem to be directly attempting to undermine U.S. leadership, 
although its insistence on keeping the North Korean state marginally viable may have had that effect. 
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and other infrastructure that could be built with foreign funding, with limited long-term 
foreign involvement, and handed over to North Korean management, would be welcomed by 
the DPRK. The BRI, which focuses on infrastructure development, and to which both North 
Korea and South Korea (since 2018) belong, would be an appropriate vehicle. China, which is 
looking to BRI projects to bring development to its northeastern provinces, would welcome 
this, too. Of course, the current sanctions regime imposed by the Security Council rules out 
these investments for the moment.

In 2013, the Park Geun-hey government of South Korea announced a “Eurasia Initia-
tive,” with the intention of building infrastructure, transportation, and energy in the north 
of South Korea, potentially jointly with the BRI. The Moon Jae-in government, which has 
repeatedly called for a “peace regime” for the Korean Peninsula, pursues a similar but modi-
fied initiative called New Northern Policy, which emphasizes the importance of strengthen-
ing ties with Russia, China, Mongolia, and other Central Asian countries. Chinese entities 
have also expressed interest. For example, in 2018, the province of Liaoning proposed a rail 
system that links the city of Dandong in China to Pyongyang in North Korea and to Seoul 
and Busan in South Korea, as well as a new road between Dandong and Pyongyang through 
Sinuiju, a North Korean city (Zhou, 2018).

Some SMEs noted that, although South Korea is a member of the BRI, it will weigh 
the impact of its participation in that initiative against its alliance with the United States. 
Although the ROK-U.S. alliance does not impose any constraints on the ROK’s economic 
freedoms, the current era of China-U.S. rivalry may lead the ROK to take a cautious approach 
to co-investing with China through the BRI.

TABLE 4.1

Mutual Objectives Among China, North Korea, and South Korea

China’s Objectives North Korea’s Objectives South Korea’s Objectives

For North Korea For China For North Korea

Regime stability Capital flows (inbound FDI) Regime stability

Border security Border security People-to-people exchange

Trade and capital flows (including 

facilities connectivity)

Policy coordination (regarding 

sanctions)

Trade and capital flows (including 

facilities connectivity)

For South Korea For South Korea For China

Trade and capital flows Border security Trade and capital flows 

Homeland defense Capital flows (inbound FDI) Homeland defense

Policy coordination (regarding the 

ROK-U.S. alliance)

Policy coordination (regarding 

North Korea)

NOTE: SMEs were asked to select objectives from a list with the option to add their own. This table shows their top-ranked 

objectives. For the full list of objectives of China’s grand strategy, see column 1 of Table 3.5.
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China and South Korea are aligned on trade and investment as their top mutual priority. 
The ROK-China FTA and the WTO are adequate mechanisms to deal with these under normal 
circumstances. During the Trump administration, the South Korean government faced pres-
sure from the United States to reduce its reliance on China-centric supply chains. Under the 
Biden administration, this pressure may have reduced—there being no mention of China in the 
Biden-Moon joint statement after their meeting in May 2021 (White House, 2021).

Homeland defense is a common concern that both China and South Korea have with regard 
to each other, but for different reasons. China’s concern arises from the U.S.-ROK alliance. 
Early in the Moon Jae-in administration, controversy erupted over Chinese opposition to South 
Korea’s deployment of the U.S. Terminal High Altitude Area Defense (THAAD) missile defense 
system, which Beijing claimed threatened its own security by allowing the United States to 
monitor its northeast provinces and Central China with THAAD’s radar. China responded by 
leveling major sanctions against South Korea, although both sides were able to resolve the issue 
in 2017 when South Korea agreed not to build a trilateral missile shield, ally itself with Japan 
and the United States, or deploy additional THAAD batteries (Allen et al., 2019). 

South Korea’s concern arises from the threat of North Korea’s use of nuclear weapons in 
a confrontation with South Korea. According to SMEs, the priorities for South Korea to deal 
with this threat are to support the DPRK’s economy, encourage people-to-people exchanges 
with the DPRK, and help stabilize its regime. These three policies were preferred to efforts 
to eliminate the DPRK’s nuclear arsenal or address the (significant) threat of an artillery 
attack from the DPRK side of the demilitarized zone on Seoul (Gentile et al., 2019). This view 
may be because denuclearization is not seen as a realistic goal. Furthermore, South Korea is 
building up its conventional deterrence capabilities to address the threat of an artillery attack 
(Bowers and Hiim, 2020/21).

The two countries’ third common priority is the need for policy coordination. South 
Korea would like more coordination with China on the nuclear threat from North Korea—
although this assumes that China is informed about the threat and can do something about 
it. For China, policy coordination is important in two areas: (1) preventing a recurrence of 
issues arising from the U.S.-ROK alliance, such as the THAAD issue; and (2) ensuring that 
trade and investment between the two countries is not subject to U.S. pressure on South 
Korea, such as it faced during both the Trump and Biden administrations on limiting its 
semiconductor exports to China (Global Times, 2021).

In summary, China and South Korea share two common interests for and with North 
Korea: regime stability and enhancing trade and capital flows. They are aligned on trade 
and investment as their top mutual priority. And homeland defense is a common concern 
that both countries have with regard to each other, but for different reasons. China’s concern 
arises from the U.S.-ROK alliance. South Korea’s concern arises from North Korea’s nuclear 
and conventional weapons threat to South Korea, on which, it believes, China can play a help-
ful role to mitigate. 

Both China and North Korea share a concern about mutual border security. China’s con-
cern arises from the risk of refugee flows in the event of a political or humanitarian crisis in 
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North Korea, while North Korea is concerned about illegal migration of skilled labor (includ-
ing defectors) across the border.

China’s institutional strategies are likely to be more effective when its interests are aligned 
with those of its partner countries than when interests or their underlying causes differ, because 
it is then more likely that the partner country will agree to the institution’s standards and rules. 
For example, the common economic interests in trade, capital flows, and facilities connectiv-
ity across the three countries suggest that China’s strategies for economic integration through 
the BRI could be effective. Similarly, regime stability of North Korea is a common interest, 
suggesting that China’s strategies, which are, as discussed above, to provide economic support 
and humanitarian aid and, through their mutual friendship treaty, to provide assurances about 
long-term diplomatic and military support, could also be effective. 

However, because interests differ among countries as well, institutional strategies may not 
always be successful (see Table 4.2). 

Table 4.2 shows how China’s institutional strategies can be effective in both North and 
South Korea. Trade and capital flows through the BRI for both countries and, for South 
Korea, the China-ROK FTA and RCEP are increasingly likely to be the key drivers of China’s 
relations with it. 

Table 4.2 also shows some limitations in China’s use of institutions as part of its grand 
strategy. In the important areas of homeland defense and policy coordination with South 
Korea, China is reliant on bilateral negotiations because there is currently no institutional 
option at hand.4 The weakness of the Chinese approach was evident when it objected to South 
Korea’s deployment of the U.S. THAAD missile defense system. Because South Korea’s assur-
ances were in line with existing South Korean policy, the resolution appears to be mostly a 
face-saving move by China—the original THAAD system remains in place.

South Korea, caught as it is between the economic benefits of a close relationship with China 
and the security benefits of the U.S.-ROK alliance, has no easy way to respond to China’s grand 
strategy in the context of growing U.S.-China rivalry. South Korea could diversify its economic 
relations away from China, but it seems to have decided not to do so, as its membership in RCEP 
indicates. It could consider new alliances, perhaps within Northeast Asia, Southeast Asia, or 
South Asia. However, South Korea’s historically difficult relations with Japan seem to rule out 
the possibility of a Northeast Asian option. Southeast Asia contains states that have surmounted 
hurdles in their relationships with China, such as the Philippines and Vietnam, but these coun-
tries’ economic interdependence with China might rule out an alliance with South Korea. In 
South Asia, India is a possibility, given its great-power ambitions and limited economic integra-
tion with China. However, India, given its long land border with China, which has recently been 
subject to low-intensity conflict, is likely to be extremely cautious about provoking China with 
an alliance with a middle power of limited value to India.

4 The now-defunct Six Party Talks provided China with an institutional channel for policy coordination 
with South Korea and the other participants.
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The United States will likely be an active player as well. It has encouraged South Korea to 
invest more in the United States, reduce technology cooperation with China, and diversify its 
economy away from China-centered supply chains. On the diplomatic side, the United States 
has emphasized its commonality of values with South Korea, and on the security side, the 
United States and South Korea have jointly reaffirmed the durability of their alliance. It is 
not clear whether these approaches will succeed, given that the alliance, from a South Korean 
viewpoint, does not target China, while the low costs and skills in China make economic 
integration with it attractive for South Korea. Taiwan offers a cautionary tale: Despite having 
the political will to economically “decouple” from China, it has not succeeded in doing so 
after more than half a decade of efforts. Why would South Korea? 

TABLE 4.2

China’s Grand Strategy for the Korean Peninsula 

China’s Objectives China’s Strategies Use of Institutions

Priorities for North Korea

Regime stability 1. Mutual friendship treaty

2. Aid

Yes

No

Border security 1. Mutual friendship treaty Yes

Trade and capital flows (including 

facilities connectivity)

1. Institutions of the BRI Yes

Priorities for South Korea

Trade and capital flows 1. China-ROK FTA and RCEP

2. WTO

3. Institutions of the BRI

Yes

Homeland defense 1. Bilateral negotiations No

Policy coordination 1. Bilateral negotiations No

NOTE: The SME-ranked objectives shown in column 1 replicate those shown in Table 4.1. The strategies in column 2 are 

shown from most- to least-important based on the SMEs’ ranking of a list of China’s strategies.
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CHAPTER FIVE

Concluding Discussion 

In this report, we have provided our understanding of China’s grand strategy and its 
implications for Asia, drawing on the results of our literature review and interviews 
with SMEs. Our analysis suggests that China’s grand strategy, as it appears in 2021, may 
be stated as follows: The long-term goal of China’s grand strategy is to build a pre-
eminent Asian presence and a growing global presence in the socioeconomic, diplo-
matic, and military arenas. To achieve this goal, China currently desires to accomplish 
three outcomes: (1) increase economic integration with Asia and the rest of the world,  
(2) manage its rivalry with the United States, and (3) build soft power globally. 

The national plans to achieve China’s desired outcomes, as they appear in 2021, are 
increasingly institutional and are as follows:

• economic plans 
 – FTAs, comprehensive economic partnerships
 – financial institutions
 – institutions and projects of the BRI

• security plans
 – bilateral and regional security associations
 – institutions and projects of the BRI
 – defense of core interests through military action

• diplomatic plans
 – multilateral and regional diplomacy associations 
 – defense of core interests through assertive diplomacy
 – humanitarian aid
 – institutions and projects of the BRI.

China increasingly relies on multilateral, regional, and bilateral institutions to achieve its 
objectives. These institutions include those that existed prior to China’s involvement with 
them and new institutions. The latter group includes institutions that China has initiated or 
co-promoted—sometimes in competition with existing institutions. 

China’s institutional security strategies, such as the SCO, have been successful; however, 
their use is limited in number and scope, causing China to either use noninstitutional strate-
gies or economic strategies as alternatives to accomplish its security objective. 
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China’s institutional diplomatic strategies have been quite successful with poor coun-
tries around the world, but China has been practicing an assertive form of diplomacy in 
China’s periphery to its south and east that can be seen as coercive. This may be because 
China lacks an institutional mechanism for diplomatic and security purposes in South-
east and Northeast Asia. The contrast with its relations with Central Asian states, which 
are more stable and where China is not seen to be exercising coercive diplomacy, may be 
because there is no equivalent of the SCO for Southeast and Northeast Asia. Instead, China 
must use noninstitutional initiatives, with their attendant disadvantages when compared 
with institutional initiatives, or China must resort to using economic initiatives that were 
designed to fulfill its economic outcome to achieve its diplomatic and security outcomes. 

To help understand which countries within Asia would be affected by China’s grand strat-
egy and how they might respond, we interviewed subject-matter experts from China, Korea, 
other Asian countries, and the United States. Our analysis of Asian countries of interest to 
China suggests the following conclusions:

• China would like to work with a large number of countries in Asia to achieve its desired 
outcomes. Northeast and Southeast Asia are still the most important regions for all 
three outcome categories. 

• China’s institutional toolkit includes mostly regional or multilateral institutions for eco-
nomic and diplomatic purposes. For security purposes, China relies significantly on 
bilateral institutions, typically strategic partnerships created over the past decade. 

• The complex nature of China’s relations with key countries suggests that China’s increas-
ing reliance on institutions may not always deliver its desired outcomes. The largest gap 
between outcomes and institutional strategies is with Japan. China’s economy is already 
highly integrated with Japan’s, so it is possible that the recently formed RCEP will help 
China address multiple outcomes with Japan, but it is too early to tell. 

To further explore this complexity, we examined China’s relations with the countries of 
the Korean Peninsula. Our review of the three countries’ mutual interests showed that China 
and South Korea share two common interests for and with North Korea: regime stability 
and enhancing trade and capital flows. China and South Korea are also aligned on trade and 
investment as their top mutual priority. 

Homeland defense is a common concern that China and South Korea face with regard 
to each other, but for different reasons. China’s concern arises from the U.S.-ROK alliance. 
South Korea’s concern arises from North Korea’s nuclear and conventional weapons threat to 
South Korea, which, it believes, China can play a helpful role to mitigate. 

Both China and North Korea share a concern about border security. China’s concern 
arises from the risk of refugee flows in the event of a political or humanitarian crisis in North 
Korea, while North Korea is concerned about the illegal migration of skilled laborers (includ-
ing defectors) across the border.
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Despite the many common interests that China shares with both North and South Korea, 
China’s grand strategy is likely to face challenges, in large part because of the absence of 
adequate institutional mechanisms to deal with them. 

For middle Asian powers like South Korea, China’s grand strategy raises important issues, 
given China’s ambitions, economic power, and economic interdependence with Asia. These 
issues require such countries to choose between working with Chinese economic institutions 
or diversifying their economies to be less dependent on China and between accepting Chi-
nese primacy in addressing their security needs or building their own coalitions.

China’s arrival on the world stage in recent years requires other powers, great and small, 
to respond to China’s grand strategy. The countries of Asia are mostly middle powers like 
South Korea, with uniquely complex relations with great powers that make a simple response 
difficult. As the great powers execute their grand strategies, small and middle powers may 
bear a considerable share of the fallout. 
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APPENDIX A

Subject-Matter Expert Sample Description

We interviewed 22 former policymakers and current policy analysts from China (4), South 
Korea (5), other Asian countries (5), and the United States (8). The sample is further described 
in Table A.1.

Our sample was, by design, limited to senior policy analysts with at least ten years of rele-
vant experience and high-level former policymakers—at minimum, they were former ambas-
sadors to an Asian country. We did include, however, one former policymaker who held a 
position lower than ambassador on the grounds that the person concerned had traveled sev-
eral times to North Korea as a diplomat and could provide a sense of DPRK thinking. We also 
included one policy analyst from the “Other Asian countries” category who had less than ten 
years of relevant experience for the purpose of increasing country diversity. 

The policy analysts were selected from a list derived from the literature of senior academ-
ics in the field. 

Our sampling methodology is non-random and biased, but the sample that we have 
selected is intended to include representatives of the underlying population, which makes it a 
valid form of sampling for this exploratory qualitative analysis.

TABLE A.1

Subject-Matter Expert Characteristics

Country or Region Former Policymaker Policy Analyst Total

China 0 4 4

South Korea 1 4 5

Other Asian countries 3 2 5

United States 1 7 8

Total 5 17 22
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APPENDIX B

Glossary

Desired outcome A component of a nation’s grand strategy; used interchangeably 
with objective, this refers to a specific long-term national target 
whose accomplishment contributes to achieving the nation’s 
goals

Economic integration The removal of barriers to trade in goods and services and the 
free movement of capital and technology

Goal A component of a nation’s grand strategy, this refers to a 
statement of the nation’s vision of what it aspires to become

Grand strategy A statement that specifies national goals, objectives, and 
implementation plans; its components are goals, desired outcomes 
or objectives, and instruments, plans, strategies, and toolkits

Instrument A component of a nation’s grand strategy; used interchangeably 
with plan, strategy, and toolkit, this refers to the long-term 
national plan whose implementation contributes to achieving a 
desired outcome or objective

Objective A component of a nation’s grand strategy; used interchangeably 
with desired outcome, this refers to a specific long-term national 
target whose accomplishment contributes to achieving a national 
goal

Plan A component of a nation’s grand strategy; used interchangeably 
with instrument, strategy, and toolkit, its implementation 
contributes to achieving a desired outcome or objective

Soft power The ability to shape external perceptions about a country’s 
policies through noncoercive methods; the instruments of soft 
power include cultural exchanges, public diplomacy, foreign aid, 
and technical cooperation



Implementing China’s Grand Strategy in Asia Through Institutions: An Exploratory Analysis

44

Strategy Different from grand strategy, this is a component of a nation’s 
grand strategy; used interchangeably with instrument, plan, 
and toolkit, this refers to the long-term national plan whose 
implementation contributes to achieving a desired outcome or 
objective 

Toolkit A component of a nation’s grand strategy; used interchangeably 
with instrument, plan, and strategy, this refers to the long-term 
national plan whose implementation contributes to achieving a 
desired outcome or objective
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Abbreviations

ADB Asian Development Bank

AIIB Asian Infrastructure Investment Bank

ANZUS Australia, New Zealand, United States Security Treaty

ASEAN Association of Southeast Asian Nations

BRI Belt and Road Initiative

CIDCA China International Development and Cooperation Agency 

CPEC China-Pakistan Economic Corridor

DPRK Democratic People’s Republic of Korea  
(North Korea)

FDI foreign direct investment

FTA free trade agreement

IMF International Monetary Fund

IPCC Intergovernmental Panel on Climate Change

NATO North Atlantic Treaty Organization

RCEP Regional Comprehensive Economic Partnership

ROK Republic of Korea (South Korea)

SCO Shanghai Cooperation Organisation

SME subject-matter expert

THAAD Terminal High Altitude Area Defense

UN United Nations

WB World Bank

WHO World Health Organization

WTO World Trade Organization 
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C
hina’s economic growth has been accompanied by a rise in its 

regional and global ambitions. It has sought to fulfill these ambitions 

in various ways, including through the promotion of new initiatives 

and institutions. The large number of new institutions and initiatives 

that China, in recent years, has chosen to promote or be actively 

involved in suggests that its grand strategy may have changed.

Some of these initiatives may accomplish multiple outcomes. For example, in addition 

to providing development finance to developing countries, the trillion-dollar Belt and 

Road Initiative’s corridors integrate China’s economy more closely with those of 

developing countries. Through the land corridors, China could transport its goods to 

Asia and Europe if maritime routes, which are currently the main routes for transport, 

are blockaded in a war. China’s regional and global ambitions now encompass the 

attainment of technological, diplomatic, cultural, and military power.

In this report, the authors review the literature on China’s grand strategy, its use of 

institutions, and its emphasis on Asia. Drawing on the input of policy experts, the 

authors further discuss China’s use of institutions in implementing its grand strategy 

toward Asian nations of interest to China, including, as a case study, the countries of 

the Korean Peninsula.

The case study suggests that China mostly uses institution-based strategies to 

accomplish greater economic integration with both North and South Korea. To manage 

its rivalry with the United States in the Korean Peninsula and build soft power, China 

uses both institutional and noninstitutional initiatives.
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