


40 | ASIA SOCIETY POLICY INSTITUTE WEAPONIZING THE BELT AND ROAD INITIATIVE

beyond ports operated by Chinese SOEs, lies the concern that traditional U.S. partners may be increas-
ingly inclined to hedge their past high levels of support.

Singapore, a close military partner although not a treaty ally, offers a cautionary example. Changi
Naval Base is an important logistics hub for the U.S. Seventh Fleet and home to an ultramodern U.S.
Navy littoral combat ship. When Singapore renewed its defense agreement with the United States in
September 2019, thereby allowing continued U.S. military access to Singapore’s important air and naval
bases, the government of Singapore did something noteworthy. During a visit to Beijing by Singapore’s
defense minister, the two countries signed an enhanced defense agreement that includes a visiting forces
agreement and a mutual logistics support arrangement and boosts bilateral military exercises.””' What
is striking is not merely that this was the first upgrade since bilateral military relations were formally
established in 2008, or that it followed a spate of incidents such as China’s seizure of Singapore military
vehicles following an exercise with Taiwan. The Singapore government’s decision to balance an upgrade
of military cooperation with Washington with a corresponding agreement with Beijing shows a degree of
hedging by a U.S. security partner reflecting the inroads China is making in the wider region. Singapore
officials privately acknowledge “placating” Beijing’s irritation over the city-state’s support for the U.S.
military by offering comparable benefits to the PLA.**

Even long-standing mutual defense treaties are not ironclad guarantees that the U.S. military would
be provided operational access to the territory of an ally in a time of crisis. That China’s influence is rising
in the Philippines and Thailand calls into question their willingness to provide access to U.S. forces in a
crisis involving China. Hedging by American allies or security partners will create increased obstacles to

the ability of the United States to effectively
deploy force in the region, eroding deter-
rence and limiting options. Eroding Amer-
ica’s ability to intervene in PLA operations
in the Indo-Pacific is in line with Beijing’s
strategy. In lieu of a string of expensive
overseas military bases of its own, Beijing is
using its economic weight and other forms of
leverage with third countries to raise the cost
of providing access or support to the United
States — thereby raising the cost to the United
States of military operation or intervention
in the Indo-Pacific.

The Arleigh Burke-class guided-missile destroyer USS Kidd (DDG 100) approaches
the aircraft carrier USS Theodore Roosevelt (CVN 71) while participating in Exercise
Northern Edge 2019, U.S. Navy photo by Mass Communication Specialist 1st Class China has also established or co—opted

Ryan J. Batchelder/Released, May 16, 2019 . . . .
regional and multilateral security organiza-
tions that exclude the United States. It uses platforms such as the SCO, the Conference on Interaction
and Confidence-Building Measures, and the Xiangshan Forum to push a narrative of anachronistic U.S.
alliances that undercut common security and violate sacrosanct principles of state sovereignty and polit-
ical noninterference. This narrative aims to shield Beijing (and other governments) from international
pressure or criticism, particularly in connection with dispute settlement as the world saw with the Inter-

national Tribunal for the Law of the Sea ruling against China on the South China Sea.**
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Since the end of World War II, the U.S. Navy has been able to operate largely unimpeded in inter-
national waters. The U.S. military has been able to deploy ships, planes, and troops to far-flung shores
with minimal concern over the ability of these assets to obtain permissions and support. However, the
development of Chinese strategic strongpoints and Beijing’s greater overall leverage suggest that the
United States is losing the level of unfettered access that it has long enjoyed. Retired Rear Admiral
Mike McDevitt wrote of the Djibouti Logistics Support Facility, “U.S. authorities can no longer assume
unencumbered freedom to posture U.S. naval forces off Middle East and East African hotspots if

)
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Chinese interests are involved and differ from Washington’s.”*** If China’s port projects in Cambodia and

Myanmar continue to develop as strategic strongpoints,

these nodes will over time bolster the PLA’s ability to “U.S. authOI’ItIeS can no |Onger

reduce or deny U.S. access to key waterways and chal- assume unencumbered freedom
lenge the ability of the U.S. Navy to operate in the Gulf

of Thailand, the Malacca Straits, and the Bay of Bengal. to pOStU re U S . N aval fO rces
off Middle East and East

Perhaps even more concerning is the prospect for African hots pOtS if Chinese
the United States that the Philippines, Thailand, or

Singapore might balk at granting U.S. access to military interests are involved and differ

bases and facilities in a time of heightened tensions from Washington’s_”

between Washington and Beijing for fear of angering . ; . .
China. This would substantially limit operational flexi- ~ Rear Admiral (retired) Mike McDevitt

bility, disrupting the U.S. Navy’s logistics chain and detrimentally impacting American force readiness.*”
If the Philippines were to follow through with the threat to cancel the VFA with the United States, U.S.
forces in the South China Sea would have to travel 1,000 miles or more to resupply and refuel. The risk,
therefore, is that the multiple components of the BRI in tandem with other forms of Chinese engage-
ment will create a strategic ecosystem in the Indo-Pacific that favors China and diminishes America’s
advantages. In particular, this ecosystem seems likely to impede potential intervention in the region,
particularly in a crisis when third countries may be especially averse to taking actions that China would
oppose.

It is by no means all smooth sailing for the Chinese strategy — several BRI host countries includ-
ing Sri Lanka, Myanmar, and Cambodia have openly rejected the idea of a Chinese military presence
in their country. Even Pakistan dismissed as propaganda the notion that Gwadar was being developed
as a Chinese military base.”® To some extent, China’s creeping incrementalism reflects the barriers to
expanded PLA presence — making a virtue of necessity. The PLA also faces obstacles from Chinese
contractors who evade or ignore the rules on building to military standards. PLA analysts have warned
that widespread failure to implement regulations on port construction impedes the ability of the PLA to

utilize these infrastructure assets.*”’
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|X. CONCLUSION

BEIJING’S NOMINALLY COMMERCIAL BRI INVESTMENTS, PARTICULARLY IN PORT INFRA-
STRUCTURE AND DIGITAL PROJECTS, DIRECTLY FACILITATE CHINA'S TRANSITION TO
A STRONG MARITIME POWER and provide the PLA with strategic assets to support its priorities.
Despite its branding as an economic and development initiative, the BRI is in fact the embodiment of a
whole-of-government effort to develop the “close coordination between military struggle and political,
diplomatic, economic, cultural and legal endeavors” that Xi Jinping has called for to foster a strategic
environment conducive to China’s rise.””® Integrating the civilian and military sectors is a pillar of China’s
defense policy strategic framework. It allows China to obtain benefits from national defense resources in
peacetime and from civilian infrastructure projects in the event of conflict.”” Given that Xi Jinping has

2% it should come as little surprise

championed the “unified military-civil system of strategic capability,
that major components of BRI infrastructure, including the port-park-city model, the Digital Silk Road,

and the BRI Space Information Corridor, are

Be” I ng’s ‘win-win’ rhetoric designed with dual-use features that bolster a range

about the pea ceful nature of BRI of potential military and intelligence capabilities.
nOtWIthStanSi Ng, ... _It IS develo_pl n% Beijing’s win-win rhetoric about the peaceful
a network of “strategic strongpoints” and benign nature of BRI notwithstanding, a
that can Slgn ifica ntly raise the costs deliberate military and strategic functionality

seems clearly entrenched in the initiative. But the

of any U.S. milita ry intervention security challenge to United States or regional
and lower the WI||IngneSS of BRI interests does not lie in the risk of a String of

Pearls—type chain of overseas coastal fortifications

host governments to offer aCCess Of  from which the PLA can wage war and that it will
aSSIStance to the U S defend. There is little evidence so far of Beijing

constructing full-blown overseas military bases on
the U.S. model, but there is abundant evidence it is developing a network of strategic strongpoints that
can significantly raise the costs of any U.S. military intervention and lower the willingness of BRI host
governments to offer access or assistance to the United States.

This network, embedding the military within the civilian, harnesses financial, technological, trade,
and development tools in service of strategic and defense goals. It directly supports PLA power projec-
tion through enhanced operational, logistics, and information network capabilities centered on BRI
platforms. It aims at creating an environment conducive to China’s interests and inhospitable to Ameri-
ca’s. The gains to China from BRI-related leverage come largely at the expense of the United States. They
are, as a former U.S. defense official put it, “a suite of capabilities that are intended, clearly ... to defeat

American ... power projection.”*"

China’s technological exports under the Digital Silk Road and widespread adoption of the Beidou
Satellite Network are important components of this “suite of capabilities.” When Chinese technologies
such as fiber-optic cables and 5G networks are baked into BRI packages, host states’ de facto reliance
on Chinese companies increases exponentially. > And in addition to promoting digital governance with
Chinese characteristics, the spread of Chinese technology, particularly tools for surveillance and repres-
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sion, favors authoritarian regimes — governments with which Washington is more likely to clash over
undemocratic behavior.”” Not only does this disadvantage the United States and its companies, it also
strengthens China’s ability to seize and cement advantages by setting the standards for next-generation
technology. Thus far, U.S. countermeasures like the Digital Connectivity and Cybersecurity Partnership
announced in 2018 with a modest $25 million budget are woefully inadequate.

The nascent trend seems to be towards an increasingly Chinese dominated political, economic,
technological, and strategic ecosystem in the indo-Pacific. If there is a challenge posed by BRI for the
United States, therefore, it lies not in enhanced PLA capabilities per se, but in Beijing’s enhanced ability
to project its sovereignty, rules, or undue influence

over international space based on a unilateral asser- |f there IS a Cha | |enge posed by
tion of “core interests.” The exercise of this power BR|’ it lies not in enhanced PLA
will challenge the U.S.-led open, rules-based inter- —_— . )
national order. Should Beijing be successful in lever- Capa bilities per se, but in BeIJ INg's
aging BRI for preeminence in Asia, America’s roleas  enfhanced abil |ty to P rOj ect its
Lhe glzlaranFor;iieglonal peace and stability would sove re|gnty, ru |eS, or undue
e undermined. ) ] )
influence over international space

Movement toward a Sino-centric regional pHased on a unilateral assertion
ecosystem represents a fundamental change in the of “core interests.”

United States; there have been echoes of a “sphere of influence” strategy in Xi Jinping’s public statements

regional balance of power between China and the

calling for “Asia for Asians.” It is implicit in his pledge to build a “new architecture of regional security
cooperation that reflects Asian needs.”*” And China’s creation of regional multilateral fora that exclude
the United States indicates that it is laying the foundation for a more China-centric regional security and
economic order. This in turn would have significant implications for the international rules-based order.

It is by no means a forgone conclusion that this nascent ecosystem underpinned by the BRI will
ultimately be realized. It is true that U.S. policies and diminished diplomatic engagement in the region
over the past several years have not aided America’s cause. Yet Beijing confronts a range of countervail-
ing forces that could derail its plans. The CCP is not offering a global vision that other countries seem
eager to embrace. China’s double-digit growth has steadily slowed and the aftereffects of the COVID-19
pandemic reduce the resources that Beijing can bring to bear. China’s economic conditions are vastly
different today than in the BRI’s first five years, making it unclear how financially and politically feasible
it will be for Beijing to pump massive capital into the initiative. BRI projects have rarely proven commer-
cially profitable, and the global economy, ravaged by the pandemic, exacerbates this problem. Despite
the drums of increasing military-civilian fusion, developers in some cases have either not followed or cut
corners in port construction resulting in maritime assets that may not meet PLA standards.

Some BRI projects have been halted or scrapped, and others will languish on the drawing board

¢ Many BRI states are unable to service their existing debts to

as host countries retrench financially.
China, presenting China with an unpalatable choice between the expensive options of debt forgiveness
or restructuring at a time when China’s own economy is distressed versus pressing for repayment or
another form of compensation — risking criticism for “debt-trap diplomacy” and local backlash.” While

China has gone along with a temporary G-20 moratorium on debt service payments by the world’s
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poorest countries, mostly in Africa, it does not have a similar policy on BRI debt. Pakistan, which has
already requested relief on $30 billion in loans, is a high-risk borrower according to OECD classifi-
cation. So too are other major BRI host countries such as Laos, Sri Lanka, and Bangladesh. Chinese
officials, acknowledging that debt relief is not simple, have ruled it out for preferential loans made by
China’s Export-Import Bank, which has financed more than 1,800 BRI projects worth an estimated

|t IS by no means a forgone $149 billion.?*® Other officials have cautioned that

“BRI loans are not foreign aid” and made clear that

conclusion that this nascent China expects to recoup its principal plus at least
ecosystem underpinned by the BRI modest interest.
W||| U|t|mate|y be reallzed. Beljlng Beijing’s BRI projects have long since sparked
confronts a range of countervailing concerns in host countries over issues ranging from
forces that could derail its p|anS. corruption and land grabs to environmental damage

and work rights and safety. Assertive Chinese
behavior toward neighbors over territorial disputes has generated mistrust and resentment in the region.
Heavy-handed Wolf Warrior diplomacy has undercut China’s claim to be a benevolent and peaceful
rising power. Exploitative behavior by Chinese companies in Africa has fueled resentment and, in some
cases, a violent backlash against Chinese workers. It stands to reason, therefore, that a hard push by
Beijing on debt repayment by cash-strapped states in a global recession caused by a pandemic that orig-
inated in China is unlikely to sit well with partner countries and could undermine both China’s image
and its strategy.

Criticism of the BRI emanates not only from project hosts and concerned states but also more
frequently from the Chinese population itself. As China’s economy suffers and its population feels the
pinch from the U.S.-China trade war and the fallout from COVID-19, Chinese citizens have increas-
ingly taken to the Internet to voice their displeasure of these loss-making grand projects.”*® Numerous
Chinese academics, economists, and businesspeople have argued that the resources being dedicated to
the BRI could be put to better use at home.*"!

Whether China can effectively “weaponize” the BRI by creating a Sino-centric ecosystem of trade,
technology, finance, and strategic strongpoints — undermining American influence and role as a security
guarantor — will be a function of Beijing’s choices — and those made in Washington as well. America’s
ability to serve as an active and credible partner across multiple sectors and regions seems a necessary
precondition for BRI target countries to resist the Chinese carrots-and-sticks strategy. It will also be a
function of the ability of likeminded Indo-Pacific states including Japan, Australia, India, and ASEAN

partners to contribute and provide practical alternatives to what China is offering.
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X. AFTERWORD: FRAMING A U.S. RESPONSE

WHAT DOES ALL THIS MEAN FOR THE UNITED STATES? THERE IS STILL ABUNDANT
OPPORTUNITY FOR THE UNITED STATES TO COMPETE - and out compete — China for access,
influence, and credibility in the Indo-Pacific. Despite making inroads, Beijing has frequently demon-
strated that its own missteps can slow down or set back its strategic momentum. China’s rise has not gen-
erated unalloyed warm and fuzzy feelings toward Beijing. Polls show significant concern over its growing
influence, not only among Asian neighbors but also in many parts of the world. In Southeast Asia, 72
percent of respondents viewed China as the most influential economic and political power, but more
than 85 percent expressed concern about that.*** Public protests and pushback against China in BRI
countries have increased, particularly in the wake of COVID-19, despite China’s vigorous attempts at
facemask diplomacy.

At a bare minimum, the United States secks to ensure that its commercial and military vessels
are not denied essential services and access, and that the U.S. military maintains the ability to operate
unimpeded, to make port calls, and to conduct other activities throughout the Indo-Pacific. America’s
resolve to “fly, sail and operate wherever international law allows,” in the words of former Defense
Secretary Ash Carter, depends to a large degree on the

continued readiness of governments to provide support The prOblem presented by
ranging from overflight permission to ship husbanding  (China’s “wea ponization" of the

to stationing of forces agreements.”” The reliable support

and ready access that the United States has long enjoyed BRI is not prl mari ly a milita ry
will be harder to obtain in a region more heavily depen- one, a nd its solution can’t be

dent on China. . . - .
primarily military either.

But the problem presented by China’s weaponization of the BRI is not primarily a military one, and
its solution cannot be primarily military either. No American institution is more cognizant of this fact
than the U.S. military itself, whose “DIME” doctrine stipulates four major interdependent sources of
national power — diplomacy, information, military, and economics. Thus diplomacy, trade and invest-
ment, technology, educational exchange, legal instruments, and the free flow of ideas and data are all
vital tools in restoring and maintaining American access and influence.

Public polling and other indicators make clear a widespread desire in East and South Asia for the
United States to serve as a reliable balancer and stabilizing force. But many countries in the region
will adapt to or even adopt a Sino-centric arrangement if they do not perceive a consistent, coherent,
credible, comprehensive, and collaborative U.S. strategy in Asia. To date, the gulf between the ambitious
rhetoric of a Free and Open Indo-Pacific (FOIP) and its grossly underfunded application has been too
great to offset the huge strides made by China through the various Belt and Road initiatives. Admiral
Davidson, commander of the U.S. Indo-Pacific Command, warned Congress in his March 2020 report
that the United States currently lacks the capabilities and resources necessary to implement even the U.S.
National Defense Strategy, let alone the broader FOIP agenda.***

Supporting a Free and Open Indo-Pacific would require the United States and its partners to create
a credible alternative to what China is offering through a sustained and robust level of American engage-
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ment across diplomatic, economic, military, and other domains with countries in the Indo-Pacific. This
is essential in fostering an environment in which regional states have viable alternatives and can make
their own choices. Even countries that may fear or resent China cannot reasonably be expected to resist
without some measure of confidence that the United States is dependably committed to offer adequate
alternatives and/or deter retaliation from Beijing. In the immortal words of Will Rogers, “you can’t beat
something with nothing.”

The United States need not and should not seek to balance China alone. Neighboring democracies
such as India, Japan, Australia, and Canada, as well as regional actors like ASEAN, share an interest in
setting limits on the military and coercive advantages that are core to China’s strategic pursuit of its
BRI-based ecosystem.”” Likeminded states are natural partners if they have adequate faith that Wash-
ington actually knows what it is doing and is acting in the larger interest. In the infrastructure space,

: one small step toward collaboration was the 2019

COU ntrles can nOt reasonably be launch of the Blue Dot Network, a trilateral partner-
expected 1o resist Ch Ina Wlthout ship between the United States, Japan, and Australia
some measure of confidence that to ce'rtify inf.rastrilcture projects as a means of promot-

) ] ing international standards and private investment.

the U.S. is dependably committed However, certifying infrastructure projects is a far cry
to offer adeq uate alternatives... from funding them, and the absence of major players

. such as India diminishes the network’s impact.
In the immortal words of
Will Rogers, “you can’t beat India’s ambivalence toward the Quadrilateral
i i : ” i ial h imil
Someth|ng with nOthIng. Security Dialogue (the Quad) presents a similar

problem in the security sphere. The United States,
Japan, Australia, and India resumed this dialogue in 2017 and held their first counterterrorism exercise
in 2019. Another innovation was beginning a Quad-Plus Dialogue with Vietnam, South Korea, and
New Zealand on COVID-19.%* However, India’s chronic reluctance to fully participate in the Quad has
stymied its growth as a platform for significant policy or operational security cooperation among like-
minded states. It remains to be seen if the uptick in Sino-Indian friction along their disputed border has
the effect of overcoming India’s reticence toward joint exercises, training, or military operations.

One pitfall to be avoided, however, is reliance on “anti-China” as an organizing principle for collab-
oration. Few countries believe they can afford to be seen joining a bloc aimed at containing or under-
mining China when geography or commercial interests require them to maintain at least a nominally
cordial relationship with the leadership in Beijing. Conversely, the Trans-Pacific Partnership experience
offers a lesson in the “sticky” power of affirmative goals. By aiming to put in place high-standard trade
rules suitable for the digital age, the United States and its partners created powerful positive momentum
that attracted others — recently including China itself.

Third-country qualms about joining with the United States in support of regional norms and
balance are magnified by overt U.S.-China rivalry. Asian nations openly object to being forced to choose
sides and are equally clear about their fear of being caught in major power crossfire. While they may
accept that competition between the United States and China is inevitable, and at times relish resolute
U.S. pushback against Chinese assertiveness, they react badly to a bellicose narrative that paints the
Indo-Pacific as a zero-sum game between the United States and China. Governments are more inclined
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to keep their heads down than to openly align with Washington when Sino-American relations turn
acrimonious.

In addition, as China grows and disperses its military assets more widely, including through inte-
grated BRI platforms, contact between the PLA and United States or allied military forces is bound
to increase. Unplanned and unsafe encounters in the air and sea carry significant risk of an incident
becoming a crisis and a crisis leading to conflict. This argues for a resumption of the U.S.-China strategic
consultation mechanisms that have fallen into disuse. U.S. and Chinese officials in the past have often
pointed to bilateral military-to-military channels as both a circuit breaker against escalation and a stabi-
lizing factor in the relationship.

As this report has shown, investment in infrastructure has been a central device for China to gain
influence and develop a permissive environment for PLA operations and strategic advantage. So how
can the United States compete? After all, it is not feasible for the United States to muster the resources
sufficient to match China’s BRI investments. Experience shows no amount of urging infrastructure-hun-
gry governments in developing countries to reject BRI

projects is effective in the absence of affordable alter-
natives. And while Washington has worked to leverage
the private sector rather than directly finance projects,
it lacks the ability to direct U.S. companies to make
investments and develop competitive projects in the
Indo-Pacific for strategic advantage.

Japan and India have each shown themselves
to be competitive in infrastructure development in
Southeast and South Asia, respectively, and greater
coordination with the United States can enhance that.
Developing and emerging economies hosting BRI
projects often lack the financial and human resource

As China grows and disperses
its military assets more widely,
including through BRI platforms,
contact between the PLA and
U.S. or allied military forces is
bound to increase. Unplanned
and unsafe encounters in the air
and sea carry significant risk of
an incident becoming a crisis
and a crisis leading to conflict.

capacity to adequately conduct project due diligence.
U.S. government agencies, multilateral institutions like the World Bank, and private companies can
provide a range of technical assistance and advisory services to governments and stakeholders on how
to design and retain control of BRI infrastructure in their own country.””” This approach has already
proven effective in Southeast Asia where the U.S. government has contributed to the successful revamp-
ing of several infrastructure projects and the formation of national development strategies.**® Programs
like the U.S. International Development Finance Corporation (USIDFC) can be expanded to provide
technical assistance, make equity investments, and offer more private sector and market-driven alterna-
tives to Beijing’s state-centric development model.** Ultimately, even if Chinese companies are building
and managing ports and other projects, the pernicious levers of corruption and excessive debt can be
removed if the contracts and processes can be made to international standards of transparency, sustain-
ability, and local control.

Beyond infrastructure is official development assistance (ODA). China’s ODA spending, modest
compared to its official financial investment in BRI projects, is principally focused on Africa. The United
States and its allies, however, collectively wield immense aid resources. Improved and better-focused
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donor coordination, therefore, could magnify the impact in the Indo-Pacific. India, while a net recipi-
ent of ODA, still manages to provide substantial assistance to neighbors through technical cooperation
and loans and through international organizations. Japan is the world’s largest provider of aid to Asia;
in addition to bilateral assistance, its contributions to multilateral aid organizations is continuing to
expand.”’ Australia, with a smaller economy, also spends a significant amount in development assistance,
primarily focused on the Pacific Islands. South Korea spends an equivalent amount and has committed
to increasing its ODA to ASEAN countries. The United States, however, ranks only 23rd out of the 30
OECD countries in terms of its ODA as a percentage of gross national income. Even in the current
COVID- induced recession, there is room to increase U.S. development aid for the region.

Other valuable forms of assistance include training programs that cultivate military and civilian
leaders. U.S. national security practitioners have long recognized the value of international military
education training (IMET) programs in strengthening partnerships. The geostrategic significance of the

Indo-Pacific is not reflected in the allocation of IMET

Nor ShOU|d diplomacy Wlth funding. In fiscal year 2020, the entire Indo-Pa-
Ch|na |tse|f be abandoned . cific region received less than 20 percent of IMET’s

i : . budget.”' Scali IMET ding would
SUStaIned and h|gh'|eVE| Stl’ateg|c udget caling up spending would appear a

logical and urgent step to reinforce U.S. military ties

dialogue is an indispensable with the region.
tool for setting limits, N ,
deterri hall di Ili Beyond the military domain, people-focused
eterring cnallenges, AISPENING  actvities are critical “smart power” tools that enhance
misconce ptionS, buildi ng U.S. influence and strengthen bilateral ties. Investing
confidence. and reduci ng risk in training and exchange programs build on a strong

people programs such as the Young Southeast Asian Leaders Initiative generate goodwill and support for
the United States from all sectors of society. Similarly, academic exchanges like the Fulbright Programs in
Asia have proven to be highly cost-effective tools for promoting American values and national interests.

base of American soft power. Innovative people-to-

Yet while China has boosted the number of foreign students in its schools to nearly half a million — the
majority subsidized by the Chinese government — the administration’s FY 2021 budget proposes to cut

educational and cultural exchanges by almost 60 percent.””

The U.S. abandonment of the high-standard Trans-Pacific-Partnership and its non-participation
in the Regional Comprehensive Economic Partnership guarantee a diminished American profile in the
economic life of the Indo-Pacific. China is the leading trade partner of nearly all states in the Indo-Pacific
and is poised to take advantage of the U.S. absence from multilateral trade agreements.”® Although the
U.S. stock of FDI into the Indo-Pacific remains many times higher than that of China, regional states
increasingly perceive China as the preeminent economic power to the detriment of the United States.”
The United States and most free market governments also operate under a structural disadvantage in
lacking SOEs that can be directed to invest for strategic, rather than commercial, reasons. However,
there are ways to encourage trade and investment in strategically important countries and regions. In
addition to the USIDFC, these tools include facilitating high-level business delegations by making them
a part of a presidential visit or hosting entrepreneurship summits that bring together American and
regional start-ups, which proved successful during the Obama administration.
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And last but not least is diplomacy. Former Defense Secretary Jim Mattis famously told members
of Congress that if they did not fund the State Department fully, he would need to buy more bullets.
Active diplomacy, bilateral and multilateral, is vital to sustain balance in the region. Vacant ambassado-
rial positions need to be filled. High-level representation and active engagement are absolute necessities
in regional fora like Asia-Pacific Economic Cooperation, ASEAN, or the East Asia Summit, as well as
in subregional organizations including the Lower Mekong Initiative and the Indian Ocean Rim Asso-
ciation. These meetings and organizations offer the U.S. government the opportunity to showcase the
American option, challenge Chinese messaging, and strengthen regional relations and U.S. influence.
Sustained, high-level participation represents a critical investment in the international rules-based order.

Needless to say, Americas ability to outcompete China in a contest for sustained access and support
in the Indio-Pacific region is undermined by avoidable quarrels with allies over trade disputes or finan-
cial support for bases — issues that can and should be resolved through normal negotiations. Nor should
diplomacy with China itself be abandoned. Sustained and high-level strategic dialogue is an indispens-
able tool for setting limits, deterring challenges, dispelling misconceptions, building confidence, and
reducing risk. And functioning military-to-military dialogue at multiple levels is essential for crisis
prevention and crisis management. These are not tools that the United States can afford to discard.
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