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4. Two Case Studies of ASEAN-China Cooperation 

4.1 China – ASEAN Cooperation in the Mekong River Basin 

This chapter discusses China’s relations with its Southeast Asian neighbors in the 

Mekong River Basin, the first of two issue areas under consideration in this study. In the 

following, complex interdependence theory and its relevance for China-ASEAN 

relations will be scrutinized by looking at this fine case of international politics. 

 

4.1.1 What is at Stance in the Mekong River Basin? 

International waters have traditionally been a problematic issue in the Westphalian 

system of states. Even though waters have often served as topographical features to 

draw international borders, oceans and rivers usually do not stop at designated borders 

and they do not conform to the traditional concepts of territorial integrity and 

sovereignty (He 2000). 

The upstream half of the Mekong River is known as the Lancang and belongs to China, 

whilst the downstream remainder is known as Mekong and shared between five 

countries, namely Myanmar, Laos, Thailand, Cambodia and Vietnam. Just like the 

Yangtze, the Yellow River and the Salween River, the Mekong originates in the 

highlands of the Qinghai-Tibet Plateau. The same region also has important tributaries 

which feed into the Indus, Ganges and Brahmaputra (Lanfranco 2005). All in all, four 

hundred billion tons of water flow annually out of China’s international river basins, 

most of them through rivers that spring in the Qinghai-Tibet Plateau. This makes China 

the world’s 6th most abundant source of fresh-water in terms of volume (McCormack 

2000) and puts China in a crucial position regarding water security for a number of 

downstream countries. At the same time, China itself also faces “a coming water crisis” 

(McCormack 2000, p. 14) as water abundance in the South contrasts sharply with the 

shortage of water in the north. China’s fresh water resources only rank No. 110 in per 

capita terms, China’s per capita water resources reach about one quarter of the world 

average. In the North one-third of the population, some 381 million people live under 

conditions of ‘absolute water scarcity’ (McCormack 2000).
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Figure 4: Overview over Developments in the Mekong River after 1990 

Sources: MRC 2005, Keskinen et al. 2007, Goh 2005
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The Mekong Basin can be divided into the Upper and Lower Basins, with China and 

Myanmar forming the Upper Basin that constitutes approximately 24% of the total 

catchment area and 18% of the total flow (MRC 2005). Therefore, less than one-fifth of 

the total flow is contributed by the Upper Mekong Basin (MRC 2003b). Seasonal 

flooding is vital for the basin’s ecology as it supports rice cultivation as well as the 

basin’s diverse aquatic ecosystem. Even though the hydrology of the downstream 

Mekong is not that dependent on the Upper Basin, the latter contributes significantly to 

the river’s dry season flow (MRC 2003, cited in Keskinen et al. (2007). Over 70 million 

people are estimated to dwell in the Mekong Basin, out of which more than 80% live in 

the Lower Basin. During the past 30 years, the basin’s population has doubled, and has 

been estimated to grow 30-50% by the year 2025 (MRC 2002a, cited in Keskinen et al. 

2007). A great majority of the basin’s population is deeply dependent on natural 

resources for their livelihood, particularly on fishing and rice cultivation (MRC 2003a). 

Fresh water supply, food security and the livelihood of the population along the 

Mekong is the first aspect of international policy cooperation in the Mekong river basin. 

It is connected with the second aspect: hydropower development.  

Energy shortages have been seen as a threat to China’s rapid economic development 

(Kong 2005). China’s overall energy production capacity has increased by 13.5 percent 

in the year 2006, but the bulk of energy is still supplied by thermal power plants and 

hydropower production only rose by 5.1 percent in 2006, accounting for 14.7 percent of 

China’s total energy production (Tung and Wang 2007). Meanwhile, Chinese 

researchers estimate that China only reaches one per cent of its water power generation 

capacity (McCormack, 2000). State policy is to exploit China’s rivers in such a way as 

to raise the hydro-component of the national energy grid to forty per cent by 2015, 

turning China into the world’s No. 1 hydro-superpower. Due to its two major rivers, the 

Lancang and the Jinsha (Upper Yangtze), Yunnan province alone is seen as capable of 

producing 90,000 megawatts (approximately five times the Three Gorges Dam) 

(Renmin ribao, 20 March 2000). 

Planning on hydropower generation at the Lancang had begun in the late 1950s. A 

hydropower cascade of 14 dams was planned in the early 1980s. At the end of the 1980s, 

the Lancang became the key development area and hydropower development base in 

China and an alternative cascade of 8 dams had been chosen for construction (Chen and 

He 2000). The Lancang Cascade project is designed to take advantage of a 700 meter 

‘drop’ in the 750 km stretch at the middle and lower Lancang. The dams are to be built 
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in stages and are expected to generate an annual energy output of about 70,000 GWh. 

This equals a power generation capacity equivalent to about eighty per cent of the 

Three Gorges Dam. The process of construction of the Cascade began in 1986 with the 

works on the Manwan dam and continued with the Dachaoshan Dam, on which 

construction began in 1996.  

 

Table 2: Existing and Planned Hydropower Stations and Dams on the Lancang 

Power  Status  Generating Estimated cost  Storage Size of  Estimated 
station   capacity   capacity Dam Numbers 
  (million 

kw)  
 (100   to be  

    Cubic   resettled  
    millime-   
    tres)    
Manwan  Completed  1.25  200 million yuan  9.2  126m high  3,000  
 in 1993,     dam wall   
 June 1995       
       
Dachaoshan  First  1.35  US$800 million  8.9  110m  5,200  
 generator   (transmission     
 opened   lines funded by     
 December   ADB)     
 2001,        
 operational       
 June 2003       
Xiaowan  2012-2017  4.2  25 billion yuan  150  169km  33,000  
   (US$3 billion) –   long  (will  
   Chinese bank loans  reservoir,  flood 90  
     dam wall  sq km)  
     292m (one   
     of highest   
     in world)   
Jinghong  2004  1.5  US$1 billion  12.3  Dam wall 1,700  
   70% investment   118m   
   from Thailand     
   (electricity buyer)     
Nuozhadu  2006  5.5  US$3.6 billion  227.4  Reservoir  14,800  
     length   
     226km,   
     dam wall   
     254m   

Source: adapted from Goh 2005 

 

In 1999, the decision was taken to proceed with the much larger storage dam, Xiaowan, 

which dams the river back for 169 kilometers and have a water storage capacity of 15 

billion tons. Construction is expected to take 10 years until 2012 (McCormack 2000). 

Table 2 shows the five dams where construction is already underway or planning has 
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progressed furthest.China is not the only riparian with interest in using the Mekong’s 

hydropower generation potential. The Asian Development Bank (ADB) has supported 

and provided credits for a host of hydropower project studies, including the Nam Leuk, 

Theun Hinboun, Nam Theun II (already in project phase 2) dams in Laos and projects 

along the Se Kong-Se San and Nam Theun rivers, two tributaries to the Mekong in 

Cambodia, Laos, and Vietnam (Asian Development Bank 2007). Thailand has already 

dammed the Mekong at Pak Mun. The fact that there exist different projects in the 

riparian states has raised the question whether coordination of these hydropower 

projects would be feasible, and where the damming would be most effective and 

sustainable. It is argued that due to its topography,  Yunnan province is most suitable: 

“David Jezeph, regional adviser on water resources for the UN’s Economic and Social 

Commission for Asia and the Pacific (ESCAP), in a speech in Kunming in July 1999, 

said: Computer modeling work […] shows that the construction of dams on the 

Lancang river will actually bring major benefits to the lower Mekong countries by 

reducing peak flood flow during flood season, and increasing the seasonal flow during 

the dry season, which will provide additional hydropower benefits for the proposed 

MRC “run-of-river” projects under consideration, as well as providing more water for 

domestic consumption, industry, irrigation, navigation and deferring salt intrusion in 

the Mekong Delta” (cited in McCormack 2000). Additionally, the Chinese ‘Cascade’ is 

estimated to be superior in electricity generating capacity to the complex of dams being 

currently developed in Southeast Asia (Laos/Myanmar/Vietnam), at 105.5 per cent of 

potential energy generation but at only 33.53 per cent of the cost (McCormack, 2000). 

At least from a Chinese perspective, the ‘Cascade’ is seen as the superior alternative to 

the plans of damming the downstream Mekong: serving as an alternative source of 

energy, a potential source of irrigation water (desperately needed in Northeast 

Thailand), a “guaranteed dry-season river flow, and a reprieve for the forests, fields and 

villages that would otherwise be submerged under dams in the various Mekong riparian 

countries in Southeast Asia” (McCormack, 2000). The official Chinese position 

regarding the concerns voiced over its hydropower developments can be illustrated by 

the statement of the Chinese Foreign Ministry spokesman Liu Jiancha. “China always 

informs its neighbors before taking any measures or actions that may affect them," he 

said, adding that China has done nothing that negatively impacts the interests of 

downstream countries, and that the nation's sincerity has won the understanding and 

trust of many of these countries (China Daily, July 5, 2005). 
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Nevertheless, the ‘Cascade’ has raised serious concerns about its implication on the 

ecosystem along the Mekong. Goh (2005) mentions five potential adverse impacts on 

the riparian states: ecologically, problems associated with China’s dams on the Lancang 

are manifold, the most important ones are tightly linked to the subsistence and 

livelihoods of riparian communities. First, damming large quantities of water behind 

high dams is often dangerous and unreliable. The construction of large dams tends to 

cause more frequent and larger landslides and earthquakes in the immediate area. The 

Xiaowan dam for example, is very close to an earthquake-prone zone. Secondly, the 

filling of large dams is also likely to have detrimental effects downstream. It is 

estimated that the two biggest dams on the Lancang cascade (Xiaowan and Nuozhadu) 

will each take up to 10 years to fill, on the assumption that half the water flow is held 

back during this time (Goh, 2005). Furthermore, the flood and drought control capacity 

of the Chinese dams for downstream areas mentioned above is highly debatable, given 

that the main purpose of these dams is to store water for generating electricity. And as 

China has started to use the Mekong for commercial transports, seasonal flooding 

might indeed be history. This is even more serious as seasonal flooding is central to the 

ecosystem in the Mekong River Basin. Fewer and lower floods are also thought to 

increase salinity in the delta. The decline in biodiversity will be accompanied by falling 

productivity in the wild-capture fisheries that are important to Mekong communities. 

“Finally, probably the best-documented negative impact of dam construction is that on 

sedimentation patterns. It is estimated that half of Mekong’s annual sediment load 

originates n the Chinese part of the watershed. The planned series of dams on the 

Lancang will trap a large proportion of this sediment, and greatly decrease the sediment 

load of the river. This will lead to significantly more erosion downstream, which will 

alter the channel’s course, weaken structures such as bridges, and increase coastal 

erosion and salinity in the delta” (Goh 2005, p. 6). Rapid upstream-sedimentation may 

make the Lancang cascade less cost-effective than many think. For instance, prior to 

construction, Manwan dam was estimated to have sufficient dead storage capacity to 

withstand sedimentation for 20 years, yet within three years of operation, the loss of 

effective storage had already reached that assumed for 15 years (Goh 2005). Under 

these circumstances, the riparian states have reason to be concerned, much more as no 

environmental impact assessments are known to have been carried out for the ‘Cascade’ 

project. 

The most critical political ramification of China’s hydropower development on the 
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Lancang Jiang is that China will be able to control the quantity of water released to 

downstream countries. The worst affected states will be those furthest downstream, 

Vietnam and Cambodia. Or as Lanfranco (2005) puts it: “While most of the world has 

woken up to China's emergence as a major commercial power, few realize the country 

also holds a key position of influence over its neighbors in South and Southeast Asia 

with its control and stewardship of the one natural resource humans can't live without: 

water.”  

Concerning the dams built up to now, the Mekong River Commission (MRC) has found 

that the construction of the Manwan dam has led to more variable water levels 200 

kilometers downstream of the dam, but the report also found it unlikely that the drought 

of 2004 was caused by Chinese damming of the river (MRC 2004). 

With blueprints to dam the Mekong on the table, Beijing managed to win over 

Southeast Asian governments when it offered to deepen the Mekong by blasting rapids 

in Myanmar and Laos and open the way for large ships to navigate the river. In the 

following, the Mekong River was made accessible to large cargo ships in 2004. The 

possibility of using the Mekong as a transportation route is the third aspect of 

international politics in the Mekong River basin. Since the blasting of the rapids, there 

has been a growing trade along the river in mostly agricultural and manufactured goods, 

flowing mainly from southern China to northern Thailand (Asia Times, January 5, 

2007). But the issue has become a different dimension when on December 29 2006; the 

Chinese Xinhua News Agency reported that for the first time two Chinese vessels 

transported 300 tons of refined oil from Thailand’s Chiang Rai province to China’s 

Yunnan province. The report further mentioned that this marks “'the trial launch of 

China's oil shipping program with its Southeast Asian partners. Experts say the 

waterway will serve as an alternative to the Strait of Malacca as a route for oil shipping 

and help to ensure oil supply to Yunnan and South-west China at large” (Inter Press 

News Service, January 4, 2007). The prospect of China shipping large amounts of oil 

up the Mekong only became realistic in mid-2006 when China secured an increase in 

the quota of oil it is allowed to move up the Mekong. The initial agreement, signed last 

March by Myanmar, Laos, Thailand and China, permitted a monthly shipping quota of 

a mere 1,200 tons of refined oil. When the two Chinese ships made their landmark 

journey last month, Beijing had set its sights on transporting close to "70,000 tons of 

refined oil each year from Thailand alone via the Mekong River", a Chinese 

maritime-affairs official was quoted as saying (Asia Times, January 9, 2007). 
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Observers have argued that the apparent ease with which China was able to first of 

deepen the Mekong in foreign territory and secondly impose its will of larger oil 

transport capacity on the other riparian countries shows the power distribution in the 

area: ‘'The whole deal was done in secrecy with no information released to the public or 

attempt to get the people's views, especially those living along the Mekong River,' says 

Premrudee Daoroung, co-director of the Towards Ecological Recovery and Regional 

Alliance (TERRA) that is based in the Thai capital. ‘'This confirms who controls the 

Mekong” (Inter Press News Service, January 4, 2007). The possibility of using the 

Mekong as one possible path to bypass the Malacca Strait will be further discussed 

when talking about the second issue area, China – ASEAN resource cooperation. 

Politically, the Mekong River Basin has been a showcase of ASEAN-China 

cooperation. ASEAN’s Mekong Basin Development Cooperation Initiative was 

founded in 1995, with China not being a formal member, but having observer status. 

The Mekong River Basin was singled out at the first ASEAN China Summit in 1997 as 

the primary area to reach the goal to “consolidate their close economic relations by 

promoting trade and investment, facilitating market access, improving the flow of 

technology and enhancing the flow of and access to trade and investment related 

information” (Joint Statement of the Meeting of Heads of State/Government of the 

Member States of ASEAN and the President of the People’s Republic of China, 

ASEAN Secretariat 2006). It has then also been incorporated into the 2001 Framework 

of Economic Cooperation as one of the five priority sectors of ASEAN-China 

cooperation. Collaboration in the Mekong River Basin is also an integral part in 

ASEAN’s Phnom Penh Agenda Towards a Community of Southeast Asian Nations. 

Chinese participation in this project has been explicitly encouraged (Excerpts from the 

Chairman’s Press Statement of the 6th ASEAN + 3 Summit and the ASEAN-China 

Summit Phnom Penh, Cambodia, 4 November 2002, ASEAN Secretariat 2006). 

China has repeatedly expressed support for Mekong River Basin promotion initiatives. 

The statement by foreign minister Tang Jiaxuan at the ASEAN-China Dialogue 2002 

might serve as an example: “The development of Mekong River Basin is one of the key 

areas of cooperation between China and ASEAN at the beginning of the new century. 

[…] China has been committed to the integral and comprehensive development of the 

Mekong River Basin, and cooperation in the upper Mekong River will not be carried 

out at the cost of the countries in the lower reaches” (Permanent Mission of the People's 

Republic of China to the UN 2002). In 2004, two concrete projects regarding the 
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Mekong River Basin Development Cooperation where incorporated into the Plan of 

Action to Implement the Joint Declaration on ASEAN-China Strategic Partnership for 

Peace and Prosperity: “Strengthen cooperation under the framework of the Greater 

Mekong Sub-region (GMS) and ASEAN-Mekong Basin Development Cooperation 

(AMBDC); and develop the Singapore-Kunming Rail Link” (ASEAN Secretariat 

2006). 

 

4.1.2 Actors and their Goals in the Mekong River Basin 

This chapter outlines the different actors in the Mekong River Basin. By analyzing their 

focus and relative influence on political processes in the region, a light can be shed on a 

series of Keohane and Nye’s claims, including the relative importance of national 

governments, transnational actors and international regimes for agenda setting and 

bargaining processes.  

 

China in the Mekong River Basin 

As discussed above, China’s stance towards international cooperation and multilateral 

fora has evolved considerably. It is expected to see reflections of these changes in the 

Mekong River Basin. Besides scrutinizing the scope of Chinese concessions, the 

analysis in this and the following chapters will also shed light on whether and how 

increased cooperation has led to the rise of international patterns of behavior or regimes 

that in turn led to further cooperation and affected Chinese sovereign policy making. 

Similarly to its Southeast Asian neighbors, China has and still does lay a strong 

emphasis on national sovereignty and non-interference in national politics of sovereign 

nations. But the Mekong transcends national borders and Chinese policies upstream 

impact downstream countries. Historically, China, as an adamant bilateralist, has 

avoided participation in initiatives such as the Mekong River Commission (MRC) 

which supported international consultations in the Mekong River Basin. Besides the 

general incongruity of participation in multilateral bodies with the Chinese foreign 

strategy before the early 90s, it has been argued that in the Mekong River Basin 

cooperation was and has remained especially unlikely, as China’s dam construction, 

unilateral widening of the navigation channel, and its development mode which 

fostered economic growth at the cost of environmental degradation would not have 

been possible if China would have to submit its actions to consideration by other 
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countries. One can indeed argue that China for a long time showed remarkable success 

in shedding itself from international linkages. Jeon and Yoon (2006) attribute a part of 

the reason of the reduced influence of international linkages on the unique political 

bureaucracy. “In China, where political power has long surpassed scientific or societal 

forces, international negotiations have been largely led by bureaucrats, who prefer to 

push for economic growth or state sovereignty without any efforts to coordinate 

opinions in internal negotiations. The characteristic Chinese bureaucracy, dependent on 

prior socialist ideology and institutional paths, has given conservative forces a political 

predominance.” In other words, China has been able to shed itself from international 

interdependence by making policy decision processes heavily centralized in the 

party-led bureaucracy. 

The multilateral turn in Chinese foreign policy and China’s rapprochement with 

ASEAN has been discussed in depth above. With respect to the Mekong River Basin, 

Hirsch et. al (2006) summarizes the new political stance in Beijing’s top leadership as 

follows: “In Beijing there is now an awareness of the southern border and cross-border 

issues that simply did not exist before, and greater sensitivity to Southeast Asian 

views.” As a result, the Mekong River Basin became one of the foremost areas where 

China could display its goodwill and newly found partnership with its neighbors. “The 

river as an element in relations with Southeast Asia is now visible with the central 

government and an issue it must address” (Hirsch et al. 2006). The Mekong did not 

figure very prominently in Beijing before, as it only flows through a relatively remote 

and sparsely populated province (and foreign territory). But since the environment has 

become one of the major policy areas in China, and even more since the disastrous 

effects of the spilling in the Songhua River in China’s Northeast on Sino-Russian 

relations, sensitivities of transboundary river management are much higher on the 

central government agenda than they have ever been (Hirsch et al. 2006). It is this 

combination of both the foreign and domestic contexts that now favor China’s attention 

to cooperation processes in the Mekong River Basin. 

As laid out before, this general foreign policy strategy is determined by top-level 

officials in Beijing. But the concrete policy making processes in the specific issue areas 

are of course dependent on a larger number of actors and stakeholders. The question 

therefore arises what implications this obvious change in the broad foreign strategy had 

on concrete policies in the Mekong River Basin. In water alone there are nine ministries 

with different responsibilities, namely the Ministry of Foreign Affairs, the Ministry of 
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Water Resources, the State Environmental Protection Administration (SEPA), the 

Ministry of Commerce, the Yunnan Province Foreign Affairs Office, the Yunnan 

Environmental Protection Bureau and the National Development Reform Commission, 

each of which has a different take on the matter (Hirsch et al. 2006). Keskinen et al. 

(2007) hold that one should indeed look more at Yunnan Province and its performance 

than China as a whole when scrutinizing Chinese policies in the Mekong River Basin. 

Even more as the Yunnan Province and its authorities are usually the ones taking part in 

cross-border cooperation issues. This is understandable, as the provincial governments 

have much stronger interest in the issue area. For example, unlike in the other member 

countries of the GMS program, China is not a member as an entire country, but only 

through the Yunnan Province and the Guangxi Zhang Autonomous Region. King (2002) 

also notes that Yunnan province is not at the forefront of national developments in 

China and the provincial government in Kunming sees the GMS Sub-region 

cooperation as a major opportunity for international trade and development. Provincial 

and local governments are therefore generally expected to be friendlier towards 

international cooperation initiatives than central government organs in Beijing. 

Keskinen et al. (2007) illustrate the decision making process in water issues by 

analyzing the case of the construction of a hydropower plant in Yunnan. The basic 

decision is taken in the central bureaucracy and in the highest political circles: the 

decision for the development of hydropower along the Lancang is part of the Western 

Development Plan and different five-year plans. Project planning is under the control of 

the Yunnan DRC, which selects proposals from private bidders for different sections. 

The State Council then approves the entire project which is finally implemented by the 

regional government and private companies. It is difficult to determine the relative 

power of the regional and the central government. But it seems that due to discrepancies 

in interest in the issue, the regional government has considerable leeway in deciding the 

more technical aspects of the issues, whilst strategic decisions such as provincial 

membership in regional organizations are dependent on deliberation within the top 

leadership in Beijing. Additionally, international actors might also voice concerns. In 

case of the Salween (another major river in Yunnan Province), the initial project of 13 

dams now seems to be slimmed down to only 4, due to international and local 

opposition (Keskinen et al. 2007). 

This brings up the last group with potential influence on Chinese policy making in the 

Mekong River Basin: civil society. While the space for civil society and the expression 



 

 50

of the public interest in China is growing, it is still limited and subject to periodic and 

targeted contraction. Hirsch et al. (2006) note that the man whose name is most 

prominently associated with the campaign on the Nu River dams for example, Yu 

Xiaogang, in late 2005 was granted provisional approval for renewal of the registration 

of his organization, Green Watershed.  

China’s reluctance to allow the development of third-sector organizations also poses a 

possible hurdle to its accession to international organizations in the Mekong River 

Basin. On the other hand, international organizations and Chinese participation in them 

might have deep impact on the role of civil society in Chinese politics. As will be 

discussed in later chapters, especially the MRC has projects fostering community 

building and routinely engages in public consultations. It remains doubtful whether 

such activities would be possible in China. Even though “community surveys and 

baseline analyses are commonplace in China, and NGOs and even foreign development 

assistance-funded consultants have been widely involved in social and environmental 

impact assessment,” a  careful explanation of the purposes and limits of the [MRC] 

Secretariat’s role in public consultations would be needed (Hirsch et al. 2006). In 

conclusion, from the analysis of Lancang River Basin, there is some indication that 

third-sector organizations focusing on environmental impacts as illustrated by Green 

Watershed are at least tolerated but there activities are under close official scrutiny. 

 

ASEAN members 

This section discusses briefly the goals of the Southeast Asian states in the Mekong 

River Basin. As King (2002) notes, the sub-region is marked by serious discrepancies 

in economic development. For example, Thailand has a relatively well developed 

market economy. The economy of Myanmar is theoretically socialist but is more 

realistically described as militarist. Its economy is still centrally planned and fragile. 

Vietnam, Cambodia and Laos are trying to move from centralized economies towards a 

more liberal market system, while maintaining their own political frameworks. It might 

therefore be problematic to infer that these countries pursue similar goals in their 

Mekong River Basin policies. Even more as the countries geographical features put 

different aspects of river management in the center of their policies. For some of the 

riparian countries, poverty reduction and human resource training might be more of a 

priority than hydropower development. Nevertheless, the countries all share strong 

common themes of liberalizing economies, opening up trade and pursuing social and 
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economic development through regional, as well as national, approaches (King 2002). 

Countries continue to work together to enhance the competitiveness of the region by 

improving the skills and productivity of the labor force, improving living standards, 

providing social services and economic opportunities, and broadening the base of 

participation through empowerment of grassroots communities and the private sector 

(GMS 2006). Overall, government commitments to the regional approach are strong, 

though they differ in agendas and emphasis. For example, Cambodia is dependent on 

fishery both in the Mekong and Ton Saple Lake, making it very vulnerable to changes 

in water levels due to hydropower developments. Cambodia is also actively working to 

attract more Mekong region centers to be set up in Cambodia. Laos is at the centre of 

most Mekong issues (host country of the MRC Secretariat). At the same time, there are 

a number of Laotian hydropower projects along the Mekong and his tributaries being 

evaluated or ready for implementation. Laos would also possibly gain from an increase 

of Chinese use of the Mekong as a transportation route. Myanmar is still cut-off from 

many international contacts and sees its membership of ASEAN and its involvement in 

GMS sub-region activities as one of the available ways of expanding its contacts and 

upgrading its capabilities prior to any wider opening up. Its newly found richness in 

natural resources and Chinese willingness to develop these resources make it a potential 

beneficiary of increased cooperation. The Royal Thai Government is strongly 

committed to extending development, contacts and trade in the sub-region to promote 

its markets and access an alternative to reliance on trade with Western countries (King 

2002). The Chinese but also its own hydropower developments are a great chance for 

its dry northern flatlands, as they open up possibilities to develop irrigation for this 

region (Hirsch et al. 2006). Vietnam as the country in the Mekong Delta is especially 

sensitive to policies of the upstream countries. Table 3 gives an overview of the basic 

alignment of interests of the riparian states. 
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Table 3: Riparian Countries and their Interest in the Mekong River Basin 

 Main use/function  Major feared impacts caused 
by the country  

Major threats to the 
country  

China  Hydropower, 
transportation route  

Levelling out of the floods, 
trapping of sediments and 

nutrient  

Lack of energy and 
transportation routes  

Thailand  
Irrigation, water source 
for industrial and 
domestic use  

Environmental degradation  Lack of water for 
irrigation  

Laos  Hydropower, navigation, 
aquatic resources  

Levelling out of the floods, 
trapping of sediments and 

nutrient  

Impacts to agriculture 
and fishing, river bank 
erosion  

Cambodia  Aquatic resources, 
irrigation  

Decrease of fish stock due to 
unsustainable fisheries 

management  

Change in the flood 
pulse of the Tonle Sap 

 impact to fish & 
agriculture  

Vietnam  
Irrigation (Delta), 
hydropower (Central 
Highlands)  

Increasing environmental 
degradation and water quality 
problems in the delta due to 

intensive agriculture and dense 
population  

Changes in water flow to 
delta, particularly 
increased salt water 
intrusion to the delta  

Source: adopted from Keskinen et al. (2007) 

The Mekong River Commission 

Cooperation in the Mekong River Basin goes back to the 1950s, when Cambodia, Laos, 

Vietnam and Thailand made an (considering the geopolitical conditions) unlikely 

agreement to pursue opportunities for subregional resource development. The Mekong 

River Commission (MRC) springs out of this initiative as in 1957 the 'Committee for 

the Coordination of Investigations of the Lower Mekong Basin' was established. The 

MRC was concerned with the investigation of possibilities for coordinating 

development in the areas of hydroelectricity, irrigation, flood control, drainage, 

navigation, watershed management and water supply. The idea behind its foundation 

was the acknowledgement of “a form of interdependence encouraging limited 

cooperation and able to support lasting subregional association” (Makim 2002, p. 6). 

Despite a series of disruptive events, the MRC in its current form still shares some of 

the characteristics typical for the politics of the era of its formation. Among them is a 

strong emphasis on securing mutual respect for mutual restraint - a necessary aspect of 

the Mekong regime’s character given the intense conflicts of the subregion at the time. 

This also required a regime strongly supportive of sovereignty norms. Until 1975, the 

regime secured three significant milestones concerning intergovernmental co-operation 

These were: (i) the completion in 1971 of the Nam Ngum hydro-electric scheme, shared 
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between Laos and Thailand; (ii) the completion in 1970 of the Indicative Basin Plan, 

which contained a comprehensive blueprint for the development of the entire river 

basin; (iii) and most significantly, the 1975 promulgation of the Joint Declaration of 

Principles for Utilization of the Waters of the Lower Mekong Basin, an agreement on 

specific principles and rules for water use (Makim 2002). In the following, the MRC 

and its member states showed a surprising flexibility and determination in keeping 

cooperative water management alive throughout times of shaky regional order and 

stability. 

In line with geopolitical shifts at to the end of the Cold War, the perceived reduction of 

US interest and presence in the region, and the improvement of international relations 

among the ASEAN nations in the 1980, interest in cooperation in the Mekong River 

Basin resurged in the early 1990s. Peace and economic reforms in the subregion 

provided a window of opportunity to draw the countries more closely together through 

a number of programs of regional cooperation. On the one hand, the UNDP, partly due 

to concerns about the construction of China’s Manwan Dam and the sustainability of 

the Mekong downstream, revived the MRC and brought the four Lower Mekong 

countries together again. In April 1995 the governments of Thailand, Vietnam, Laos 

and Cambodia committed themselves to the 'Agreement on the Cooperation for the 

Sustainable Development of the Mekong River Basin'. China showed no interest in 

joining the Commission. It was represented by observers in meetings of the Ministerial 

Council and Joint Committee as well as in the eleven MRC Dialogue Meetings since 

1996 (Mekong River Commission 1995). MRC-China cooperation has been limited to 

water level management, with China’s 2002 agreement to share water level data and the 

establishment of a water level research lab in 2006 in Kunming as its most remarkable 

successes (MRC 2006). The MRC Secretariat nowadays has about 120 staff members 

(MRC 2006). The MRC is supported by the UNDP, the Asian Development Bank and a 

continuing group of international donors led by Japan and countries in northwest 

Europe. It is pursuing regional cooperation by the four Lower Mekong countries 

through small-scale improvements in irrigation, navigation, river ports and ferry 

services; but its main contribution is the proliferation of investigations that resulted in 

many reports and recommendations. Nevertheless, in their comprehensive 2006 report 

on the MRC, Hirsch et al. find that the MRC’s relevance is limited and its existence 

under threat by other parallel international regional organizations, the main reason 

lying in the MRC’s basic organizational structure: “Clearly the MRC is not a level of 
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government. It has no statutory supra-national authority beyond what riparian members 

sign up to. The absence of regulatory authority has perhaps also been misapprehended 

by some donors, who expect the MRC to be able to act for the Basin beyond riparian 

country interests.” In comparison with other regional organizations such as the GMS or 

the ASEAN Mekong Initiative, the MRC lacks national ownership. The MRC has its 

own bureaucracy and in that aspect it resembles an international regime as imagined by 

functionalists, but this bureaucratic representation contrasts with an ownership vacuum 

on the part of the four governments in a political sense. There are no such as things as 

regular meetings at the most senior political level which would be able to put their 

marks of ownership over the MRC. Similarly, Jensen (2005) laments that the MRC has 

not been able to tackle the imminent political problems concerning hydropower 

development and oil shipping in the Mekong River Basin, but has mainly focused on 

technical issues.  

“It is a bit of a paradox if one looks at the capacity of MRC’s Secretariat 

that does have the necessary knowledge and regulatory mechanisms to 

deal with “hot spots” and potential conflicts. Here we need to address 

the political level of the MRC, particularly its Ministerial Council, and 

national governments. In both cases there has been a reluctance to get 

involved either because some “hot spots” are considered national 

affairs (e.g. Nam Theun II) or bilateral affairs (e.g. Se San).” 

 The MRC has not been able to even discuss issues that would encroach upon national 

priorities in relation to the Mekong River and its resources. “However, the future is 

likely to hold many more “hotspots” and conflict areas (not the least in relation to China) 

and MRC is bound to get more involved if not only because MRC will otherwise lose 

its credibility altogether and become a superfluous diplomatic gathering with the 

Secretariat as its knowledge library” (Jensen 2005).  

Secondly, the absence of Myanmar and China pose a serious caveat to the MRC’s goal 

of integrating the Mekong River Basin. But Hirsch et al. (2006, p.41) hold that Chinese 

membership in the MRC has become a realistic possibility: 

By December 2005, while different opinions obviously persist, it 

appeared that China has arrived at a point where most people in the 

official policy loop think it would be preferable if China were a member, 

that the fundamental principle of China joining is acceptable, that the 
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relationship with the downstream riparian states is from certain 

perspectives crucial, and that China has to have more understanding of 

the issues as seen from downstream - “we don’t want to look like 

someone who doesn’t care”. 

As mentioned above, the change in China’s stance towards the MRC has been 

explained by the broader change in China’s foreign policy. Still, China would hardly be 

willing to join the MRC under the current conditions. “There are constraints, notably 

the 1995 Mekong Agreement which is generally regarded in China as favoring the 

interests of existing members to the disadvantage of China” (Hirsch et al. 2006). As 

China was not among the initial members of the 1995 statement, it is believed that it 

would like to change some of its rules. Hirsch et al. (2006) invoke He Daming, a 

Chinese scholar suggesting to introduce new systems and principles, for example 

principles of environmental monitoring, EIA and compensation revisions of disputed 

notions such as ‘equitable utilization’’ ‘not causing substantial damage’ and making 

in –principle stipulations more specific (Hirsch et al. 2006). These proposals show that 

China is only interested to joining an MRC which is strictly focusing on water 

management issues and prefer to discuss trade, infrastructure and investment issues in 

different fora. Chinese membership would strengthen the capacity of the MRC to be an 

effective water governance institution, provide for a closer involvement and more 

satisfactory consultation, increase understanding of how decisions are made on 

water-related issues, and establish potential for discussion and resolution of disputes 

(Hirsch et al. 2006). 

The MRC’s institutional setting entails a number of additional drawbacks besides the 

exclusion of China and Myanmar: The MRC is seen as favoring the preferences and 

sovereignty of Thailand. The formation of the MRC “was secured through a brief 

moment of opportunity in the post Cold War atmosphere in which the Indochinese 

states had limited bargaining power. This was linked to Indochinese aspirations for 

regional accommodation, particularly ascension into ASEAN, and Thailand’s willing 

capacity to obstruct this: the Indochinese states thus gave ground on the Mekong – 

particularly through the dissolution of their longstanding coalition - where smooth 

passage into post Cold War regional association could be secured” (Makim, 2000). 

Additionally, the fact that the MRC relies mainly on international donors for its funding 

has also been mentioned as a threat to its decision-making autonomy and the goal of 
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serving the people of the Mekong River Basin (Feng et al. 2000). 

 
The Greater Mekong Subregion  

Simultaneously with the resurrection of the MRC, six other new initiatives for 

cooperation in the Mekong River Basin sprung up in the early 90s. The most significant 

of these was the Asian Development Bank (ADB) sponsored Greater Mekong 

Subregion (GMS) discussions among China, Myanmar, Laos, Cambodia, Thailand and 

Vietnam. The GMS Program is aimed to promote closer economic ties and other forms 

of economic cooperation among the six countries that share the Mekong River. It 

should also potentially serve as an important land bridge between Southeast Asia, 

South Asia and East Asia. GMS discussions began in 1992 when the ADB took up the 

challenge and initiated inter-country consultations leading to establishment of the GMS 

Program (ADB, 2000). The GMS Program first focused on basic transportation and 

energy infrastructure that would help link the subregion and enable development of the 

resource base. Through these projects first channels of interaction between countries 

formerly at feud with each other were established. It also led to international 

recognition of the subregion as a growth area. The dimension of the program has been 

increasingly expanded to other sectors, namely tourism and human resource 

development. Recent discussions have also touched upon trans-border environmental 

issues. Besides the vertical spread of cooperation projects into other sectors, 

cooperation has also gained depth: in its early stage the preliminary form of contracts 

were bilateral commercial agreements; now member countries are discussing power 

market and trade possibilities that would rationalize electricity supply and use on a 

subregional basis such as the Mekong Power Grid project in multilateral fora (Sotharith 

2006). As of 2006, the overall investment volume for its projects was $1.8 billion USD 

(ADB 2006). Sotharith (2006) remarks that achievements have been obtained in 

enhancing important infrastructure and reducing non-physical barriers, especially in the 

energy and transport sector and a more desirable and competitive trade and investment 

environment has been attained. 

The GMS is seen as the most important venue for China to project “its economic power 

to ensure its territorial security” (Lanfranco 2005). China, whose Yunnan Province and 

the Guangxi Zhuang Autonomous Region are participants in the GMS, showed 

considerable involvement and investment in the GMS project. In 2005, it hosted the 

second summit of the GMS, and as expressed by Wen Jiabao in his inaugural speech, 
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China "not only pursues its own development, but seeks common prosperity for all 

countries." In fact, from a Chinese perspective, China’s willingness to invest and 

coordinate policies in the Mekong River Basin can be interpreted as altruistic acts as it 

is not immediately dependent on international cooperation in this area. 

Another interesting aspect of China’s active role in the GMS lies in the contrast to its 

role in the MRC. China seems more comfortable with the way cooperation is handled in 

the GMS, which lays more emphasis on high-level meetings and focuses on pragmatic 

economic cooperation. In a series of interviews with Chinese officials, Hirsch et al. 

(2006) found that the GMS, by explicit contrast with the MRC, was often described as 

“dynamic, successful, an association of equal partners, having a common vision and 

common development, pragmatic, action-oriented.” 

Even though strictly speaking the two organizations are not involved in the same field 

of cooperation, with the MRC focusing on water governance and the GMS more active 

in economic development projects, various MRC Secretariat representatives have 

interpreted the GMS as encroaching into its area, and at least one senior member of the 

staff has described the two as being in competition (Hirsch et al. 2006). But the GMS is 

rival not so much in water as in Mekong Basin clout.  

While the two cover almost the same geographical area, GMS membership includes all 

six riparian states, it is rapidly developing a much higher profile, and in power, 

influence, ownership and funding it is stronger than the MRC (Hirsch et al. 2006). 

Apart from the sustained and substantial funding support of the AsDB, there are several 

factors that explain this strength. One is that it has grown into an institution which all its 

member governments take seriously and own at the level of prime minister and key 

policy ministers. Two is that it is favoured by China as the institution for Mekong Basin 

economic cooperation and vehicle for China in the Mekong subregion (Hirsch et al. 

2006).  

In other words, the GMS has the commitment of its member states lacking in the MRC. 

If China were to access the MRC as discussed above, GMS and MRC cooperation 

would offer the prospect of a more comprehensive management of all the aspects in the 

Mekong River Basin. But it remains doubtful if China would agree to use the 

bureaucratic processes inherent to the MRC to tackle more sensitive issues such as 

hydropower infrastructure cooperation. China’s strategy so far has been to limit 

cooperation with the MRC as much as possible, and only agreeing to cooperate in 

technical areas, mainly because of the ‘hard law’ nature of the MRC. 
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The ASEAN-Mekong Basin Development Cooperation Initiative 

As the last of the major international cooperative initiatives in the in the area the 

ASEAN-Mekong Basin Development Cooperation Initiative (AMBDC) was formed in 

1996 at the ASEAN ministerial meeting in Kuala Lumpur. Its founding document, the 

Basic Framework of ASEAN- Mekong Basin Development Cooperation lists (i) the 

enhancement of economically sound and sustainable development of the Mekong Basin; 

(ii) the encouragement of a process of dialogue and common project identification 

which can result in firm economic partnerships for mutual benefit; and (iii) the 

strengthening of the interconnections and economic linkages between the ASEAN 

member countries and the Mekong riparian countries as its objectives (ASEAN 2003). 

Besides the ASEAN member states, China is also a member of the core group. 

The AMBDC exhibits some the basic features of the ASEAN way of policy making, 

with regular ministerial meetings (the Seventh and latest in Kuala Lumpur on 28 

December 2005) and a Steering Committee, whose role is to encourage dialogue, 

common project identification, interconnections and economic linkages between 

ASEAN member countries and Mekong riparian countries. Its Basic Framework states 

that it is to be complementary to the MRC. The most outstanding project within the 

framework is the so-called Pan-Asia Railway or Trans-Asian Railway, starting from 

Singapore in the south to Kunming of Yunnan province in the north. After its 

completion, the railway will be part of China's railway network, and be linked up with 

Asian-European Continental Bridge from China's Lianyungang in the east to Holland's 

Rotterdam in the west, forming a railway network connecting Southeast Asia and 

Europe (Li 2002). Feasibility studies have been completed for this flagship project, but 

the problems with the implementation can be seen as an example for the limited success 

of the AMBDC in generation of funds in general (Hirsch et al. 2006). On the other hand, 

the construction of the Chinese part of the Singapore-Kunming rail-link is part of the 

10th five-year plan. This illustrates the general warm reception the AMBDC has 

received in China. China is the single largest contributor to its funds (Hirsch et al. 

2006). 

Besides these three major cooperation initiatives, a number of other minor projects are 

concerned with international consultation in the Mekong River Basin. First, the Forum 

for Comprehensive Development of Indochina (FCDI), which was a Japanese initiative 

concerned largely with the creation of infrastructure and employment; second, the 
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Working Group on Economic Cooperation in Indochina and Myanmar (AEM-MITI), 

which linked the Japanese Ministry of Trade (MITI) with ASEAN nations and 

concentrated on the transition to a market economy with a working group on Cambodia, 

Laos and Myanmar; third Thai proposals for a Mekong Development Bank or an 

Indochina Fund. A final round of discussions known as the Quadrangle for Economic 

Cooperation (or the quadrilaterals) among China, Laos, Myanmar, and Thailand were 

also significant. These discussions commenced in 1994 and dealt with issues of 

international commercial navigation and the transport of hazardous waste on the 

Mekong (Onishi, 2005). Table 4 sums up the discussion of the major cooperation 

initiatives, giving an overview over the areas of concern to them and the member states 

and organizations. 
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Table 4: Regional Frameworks in the Mekong River Basin and their Participants 

Source: adopted from Onishi, 2005 

Note: □ marks the status of a “dialogue partner” or an “observer”, but not a formal member. 
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MRC       ○ ○ ○ ○   ○ ○ ○ ○ ○ □ □  

GMS  ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ADB  

AMBDC ○ ○ ○        ○  ○ ○ ○ ○ ○ ○ ASEAN 

FCDI  ○ ○ ○ ○ ○     ○  ○ ○ ○ ○ ○   JAPAN 

AME- 
ICC   ○ ○      ○  ○ ○ ○ ○ ○   

JAPAN 
& 
ASEAN 
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4.1.3 Complex Interdependence in the Mekong River Basin 

In this section, the analysis provided in the previous chapter will be condensed in order 

to assess the adequacy of the concept of complex interdependence in the Mekong River 

Basin issue area and to derive new insights on political processes in the region by using 

the perspective of complex interdependence. 

In a preliminary step, it will be assessed whether politics in the Mekong River Basin 

resemble the depiction by Keohane and Nye. Building on this, one can than ask whether 

the resemblance is due to processes inherent to complex interdependence or if they 

might have evolved due to other (e.g. domestic) processes. 

The first characteristic of politics under complex interdependence is the existence of 

multiple channels of contact among societies expanding the range of policy instruments, 

thus limiting governments’ control over foreign relations. Keohane and Nye hold that 

formal and informal diplomacy is no longer the only channel in which politically 

relevant international interaction takes place. This characteristic can not be found in the 

Mekong River Basin, especially in the case of China’s involvement in international 

cooperation processes. The only organization which has a considerable professional 

bureaucratic staff and could therefore grow into a functionalist body of supranational 

identity, the MRC, has since its comeback in 1995 lost clout in the Mekong River Basin. 

One of the reasons is the reluctance of China to participate in its processes which are 

guided by a body of hard law. The MRC’s projects focusing on water management have 

been outshined by national infrastructure projects and international infrastructure 

developments pushed forward through the GMS and the AMBDC. China has sought to 

minimize the importance of the MRC and it seems that in case of Chinese participation 

in the MRC, China would make sure the MRC stays in its niche of water management. 

Business contacts and interests would be a second potential source of non-state 
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interaction, limiting state control of international relations. But as mentioned before, 

the small amount of Chinese direct investment in the other riparian countries has been 

criticized. Business relations further appear to seem heavily dependent on political 

leadership, as illustrated by the China-ASEAN Business and Investment Summits. 

Chinese business delegations to Vietnam for example are organized by the party 

secretaries of the relevant provinces in Vietnam and China (Vietnam News, May 12, 

2007).  

Regional governments have stronger interest in cooperation than the central 

government in Beijing. It has been found that discrepancies in interest in the issue of 

water management and international infrastructure development in the Mekong River 

Basin between the central government and the regional governments of Yunnan and 

Guanxi Provinces might enable the local governments to exhibit a larger degree of 

autonomy.  

Secondly, Keohane and Nye argue that state policy goals are not arranged in stable 

hierarchies, but are subject to trade-offs. Military security does not consistently 

dominate the agenda. On the contrary, “different issues generate different coalitions, 

both within governments and across them, and involve different degrees of conflict 

(Keohane and Nye 2001, p. 21). This characteristic can certainly be seen in the Mekong 

River Basin. As Hirsch et al. (2006) have pointed out, before environmental issues 

became an important part of Chinese politics after the Songhua incident, there had been 

divisions within the CCP and between the Yunnan regional government and the central 

government concerning the policy of ‘development at all cost.’ Water level 

management of the Mekong has already been admitted to be an important international 

issue and China agreed to cooperate with the downstream countries. Limited Chinese 

cooperation in the Mekong River Basin where its dependence on the downstream 

countries is minimal does indeed show that China acknowledges its dependence on its 
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Southeast Asian neighbors in other areas. This can be seen as an expression of what 

Keohane and Nye (2001) describe as the process of the distinction between domestic 

and foreign issues becoming more and more blurred. If China’s well-being was to 

become more and more dependent on its Southeast Asian neighbors, their concerns 

must be accommodated and treated more like domestic concerns. 

Thirdly, due to different hierarchies of policy goals there are some issue areas where the 

use of military force is rendered unfeasible. Chinese military supremacy is not relevant 

in the issues concerning the Mekong River Basin. The question remains if this is due to 

Chinese foreign strategy and China is only temporary restraining its use of force to 

reach economic development goals, or if it is due to characteristics of politics on the 

international level. Counterfactual thinking might help exploring this question: What if 

China was to begin a war against its downstream countries? Analyzing the water 

management issue area in isolation reveals that Chinese use of force would not be 

effectively constrained as the Southeast Asian countries are asymmetrically dependent 

on China in this area. It will be interesting how this question will be answered when 

adding considerations in the other issue area under consideration in the next chapter, 

natural resources, into account. 

The analysis of the three characteristics of the complex interdependence shows a mixed 

outcome. One must therefore exercise caution when applying complex interdependence 

theory in the case of the Mekong River Basin. Nevertheless, some political processes in 

the Mekong River Basin are worth mentioning as they are represent clear deviations of 

traditional explications of Chinese cooperation focusing on power maximization and 

calculated foreign policy. The Mekong River represents an interesting case especially 

because of the remarkable density of partly overlapping international institutions. As 

described by Keohane and Nye (2001), the manipulation of international organizations 

and transnational actors has become one of the major instruments of international 
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politics in the Mekong River Basin. Institutions favored by China (GMS, AMBDC) 

have been seen as gaining importance. These processes must be interpreted as 

bargaining to change the institutional setting and seem perfectly reasonable in the light 

of Keohane and Nye’s thought.  

Quite contrary to Keohane and Nye’s expectations, the smaller states do not seem to 

fare better than China in the bargaining in these various organizations. Indeed the 

analysis above suggests that organization among the smaller states is insufficient and 

China has rather cheaply gotten considerable concessions (higher quota for oil 

transportation, cooperation in hydro-power development) by bypassing established 

international organizations and bargaining in ad-hoc multilateral and bilateral fora, 

where it was able to translate its overall economic predominance into relevant power in 

the issue area. But the analysis of the Mekong River Basis in isolation of the power 

structure and other issue areas and in general might make Chinese concessions look 

more like an act of goodwill than an outcome of bargaining under interdependence. 

Once again, it is hoped the final discussion will allow deeper insights. 

In terms of dependency distribution, the picture is quite straightforward. Obviously, a 

downstream country is sensitive to the policies of all its upstream countries in terms of 

water quality and levels. In some cases, the initial sensitivity can be mitigated by 

domestic policies, but as in the case of water quality, downstream countries have to be 

seen vulnerable to policies of the upstream countries. China as the upstream country is 

not dependent on any country in the design of its hydropower and environmental 

policies. China somewhat unilateral policies in the 80s and early 90s (not-involvement 

in the MRC, construction of hydropower dams) and the historically closer ties among 

the ASEAN member countries downstream have led to a two-camp view, with China 

on the one side and Laos, Cambodia, Thailand and Laos on the other (Myanmar has 

recently thought closer ties to China, but its position is ambiguous). The latter countries 



 

 65

have to be seen as clearly dependent on China’s policies, the Mekong River Basin can 

even be seen as one of the rare cases (Keohane and Nye 2001, p.11) of pure dependence, 

with the upstream country not being dependent on downstream policies at all (within 

the issue area). 

Figure 4 shows the bargaining process in the Mekong River Basin. Cooperation has 

proliferated in the 90s as international politics in Southeast Asia in general improved 

and interdependence became visible. China, as a reflection of the change in its foreign 

strategy, was also interested in increased cooperation. The bargaining took place in 

established fora such as ASEAN, the ABD and UN-supported organizations and led to 

the founding of new institutions in the form of the MRC, GMS, and AMBDC. The 

resulting organizational setting is still rather unstable and further changes are expected. 

Preliminary outcomes of cooperation in these organizations are increased mutual 

understanding and a limited cooperation in water management. 

 

Figure 5: The International Bargaining Game in the Mekong River Basin 

Source: adopted from Aggarwal 1998 
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4.2 China – ASEAN Relations in Resource Cooperation 

This chapter discusses the second issue area under consideration, natural resource 

cooperation between ASEAN and China. The discussion will begin with a discussion of 

China’s resource endowments and its international resource policies which then serves 

as a background to the study of China-ASEAN cooperation in resource development. 

 

4.2.1 China’s Resource Endowment and Energy Policy 

Figure 6: China’s Energy Production in 2006 

15%
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Thermal Power
Nuclear Power

 

Source: Tung and Wang 2007 

In his comprehensive 2005 study ‘An Anatomy of China’s Energy Insecurity and Its 

Strategies’ Bo Kong notes that energy has always been deemed strategically important 

in China. In 1980, Deng Xiaoping called energy “the primary issue of the economy” 

(cited in: Kong 2005). Similarly, the 16th CPC Congress in 1982 stipulated that energy 

should be the strategic focus of China’s economic and social development. The 

government-supported ‘Report on China’s Energy Development Strategy and Policy’ 

concludes that from the long-term and global point of view, energy security more 

accurately is oil security. In 2005, oil resources have been listed as the major strategic 

resources in influencing the continued development of the Chinese economy and 

society. The emphasis on oil security was also evidenced at a central economic work 



 

 67

conference on November 29, 2003, where CPC Central Committee General Secretary 

and State President Hu Jintao conceptualized oil and finance as the two national 

economic security issues (cited in: Kong 2005). China’s concerns about energy security 

are threefold: 

First, China’s energy and especially oil deficit is expected to grow considerably in the 

next decades. Rapid economic development, industrialization, changes in mobility 

behavior and urbanization are expected to further increase Chinese demand for energy 

in general and oil in special. In general, Chinese energy consumption is expected to 

double within the next two decades (Bostelo, 2005). Whereas China is seen as 

self-sufficient in gas resources for now and has vast potential to develop hydropower, 

the bulk of the increase of energy demand is still expected to be supplied by oil. As 

illustrated in Table 5, in China the share of energy supplied by oil still lays way below 

the Asian average, but its importance has been increasing (Bostelo, 2005). 

 

Table 5: Distribution of Primary Energy Consumption by Source, 1991 and 2004 

  China Japan Korea US World 

1991 2004 2004 2004 2004 2004 

Oil  17.7 22.3 46.9 48.3 40.2 36.8 

Natural gas  2.1 2.5 12.6 13.1 25.0 23.7 

Coal  78.7 69.0 23.5 24.4 24.2 27.2 

Nuclear  0.0 0.8 12.6 13.6 8.1 6.1 

Hydroelectric and 

others  

1.5 5.4 4.4 0.6 2.6 6.2 

Total  100.0 100.0 100.0 100.0 100.0 100.0 

Source: Bostelo 2005, p. 13 

China only became a net oil importer in 1993, but has considerably increased its foreign 

purchases since. Table 6 gives the import numbers for the years 1993 to 2004. By 2004 

oil imports represented more than half the country’s consumption. Forecasts for the 
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coming decades all point to strong growth in demand and, above all, a great increase in 

oil imports. 

 

Table 6: China’s Imports of Oil and Oil Products Since 1993 (in 10,000 tons) 

 Year  Crude oil  Oil products  Total imports 

Annual 

growth of oil 

imports  

1993  1567.12 1729.44  3296.56  N.A.  

1994  1234.59  1288.62  2523.21  -23.5%  

1995  1708.99  1440.31  3149.3  24.8%  

1996  2261.69  1582.42  3844.11  22.1%  

1997  3547.15  2379.65  5926.8  54.2%  

1998  2732.26  2173.99  4906.25  -17.2%  

1999  3661.37  2081.72  5743.09  17.1%  

2000  7026.53  1804.69  8831.22  53.8%  

2001  6025.54  2144.89  8170.43  -7.5%  

2002  6940.77  2035.2  8975.97  9.9%  

2003  9112.63  2823.98  11936.61  33.0%  

2004 12272    34.7%  

Source: Kong 2005 

According to the vast majority of forecasts, China could more than double its 

consumption of crude and treble its oil imports over the next quarter of a century 

(Bostelo 2005). Table 7 shows the projections of China’s oil demand in 2020 in million 

barrels per day. Dependency on foreign oil is expected to increase along with the 

growing demand. The International Energy Agency estimates that it will reach 68 

percent by 2020, the US Energy Information Administration expects it to be 68.8 

percent in 2025 and the Energy Research Institute, National Development and Reform 

Commission talks about 59~62 percent dependency in 2020 (Kong 2005). 

Oil is considered a strategic commodity; and under oil insecurity, cases of a sudden 

disruption of oil supply, oil shortage, or price hikes could inflict considerable damage 
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on an economy, depending on the “economy’s dependence on foreign oil, the scale of 

oil price fluctuations and its responsive capabilities such as strategic oil reserves, spare 

production capacity, alternative energy sources, and an early warning system” (Kong, 

2005, p. 8). These factors should be kept in mind in the following, as they are all seen as 

exacerbating the China’s oil insecurity. 

 

Table 7: Forecasts of China’s oil demand in 2020 (million barrels per day) 

Source  Date  Projection  

United States Energy Information Administration  2006  11.7  

National Development and Reform Commission 

(China) 

2006  10–12  

China National Petroleum Corporation  2006  10.0  

Institute for Energy Economics, Japan  2005  11.8  

International Monetary Fund  2005  13.6  

Energy Research Institute (China)  2005  13.0  

International Energy Agency  2005  11.2  

National Administration of Statistics (China)  2004  12.7  

 Source: adopted from Downs 2006 

Second, China’s domestic energy production is unreliable, inefficient and tilted towards 

polluting energy sources. As Figure 5 shows, coal dominates energy consumption, 

accounting for two thirds of the total supply. China is the largest emitter of sulfur 

dioxide and the second largest emitter of carbon dioxide in the world. According to the 

IEA, it is expected to take over the lead in this category by November 2007 (Reuters, 

April 18, 2007). The costs of the damage to human health have been estimated to be at 

least US $54 billion annually or nearly 8 per cent of GDP in 1995 (World Bank 1997). 

Pollution, if left unaddressed, will affect 490 million people by 2020 or one third of 

China’s total population, and lead to a death toll of around 550,000 people, costing the 

economy at least 41 billion yuan (Kong, 2005). 

Third, China is worried about the affordability and security of its energy imports. 
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Figure 4 shows the sources of Chinese oil imports in 2003. Half of China’s oil imports 

come from the Middle East, with the share of oil imports from Central Asia growing 

rapidly. According to an official study, by 2020 oil supply from the Middle East will 

still account for about half of the country’s total imports and imports from Central Asia 

will capture about one-fifth. This pattern of imports has attained geopolitical 

significance as China  

“perceives that these two primary supply regions are under the control 

of US-led western capital and that it is difficult for China to land new 

supply deals. The same pattern holds true elsewhere for Chinese energy 

companies. According to a strategist from CNPC, western 

multinational oil corporations such as ExxonMobil, BP-Amoco, and 

Royal Dutch/Shell, control more than 80% of world’s high quality oil 

reserves, more than 30% of the total value of the world petroleum 

industry, 50% market share of world petroleum technological services, 

65% global petroleum trade and investment, and more than 80% of the 

cutting-edge petrochemical technology” (Kong, 2005). 

Figure 7: China’s Oil Imports From its Top 10 Suppliers, 2003 

Cited in: Kong 2005, Data: Statistical Yearbooks 

Congo, 3.70%

Indonesia, 3.70%

Vietnam, 3.80%
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Saudi Arabia,
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Russia, 5.80%
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Getting the oil to back to China constitutes the second big issue regarding the security 

of China’s oil imports. This question is of special interest in this study, as the ASEAN 

countries have a central position in it and it will be discussed in detail in a later chapter. 

93% of China’s oil imports are shipped by sea, 90% of which are shipped by 

international tankers and more than 80% of which are shipped through the Malacca 

Strait (Kong, 2005). Security in the Malacca Strait depends on joint patrols of the US 

Navy and its allies. Oil imports from the Middle East and Africa are therefore 

vulnerable.  

 

Domestic Decision-making System 

Besides these three concerns about oil security, Kong (2005) finds that the Chinese 

domestic policy making framework is seriously flawed, further exacerbating these risks. 

The following discussion of the changes in the domestic decision-making system will 

also serve to evaluate the applicability and importance of complex interdependence in 

ASEAN-China energy cooperation. Kong (2005, p. 20 ff.) describes the traditional 

Chinese energy decision making system as three-layered. Actors on the central level 

included the National Development and Reform Commission (NDRC), the Ministry of 

Land and Resources, the Ministry of Water Resources, the Ministry of Science and 

Technology, the State Commission of Science, Technology and Industry for National 

Defense (COSTIND), the State Environmental Protection Administration (SEPA), the 

Chinese Academy of Engineering, and the State Electricity Regulatory Commission 

(SERC). The regulatory power over energy was diffused among them: “Although the 

NDRC is the designated body in charge of overall energy policy in China, it has to 

coordinate with the Ministry of Land and Resources regarding mining or drilling, with 

the Ministry of Water Resources regarding dam projects, with the SEPA regarding 

pollution control, with SERC over power investment and power plant construction, 
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with the Ministry of Finance regarding project financing, etc” (Kong 2005, p. 21). The 

second level is comprised of dominant companies in China’s energy market  - in the oil 

sector they would be the four national oil companies (NOCs): China National 

Petroleum Corporation (CNPC), China Petrochemical Corporation (Sinopec), China 

National Offshore Oil Corporation (CNOOC) and Sinochem Corporation (Sinochem). 

These companies also play a role in making energy policies as “they are also de facto 

market regulators, particularly when it comes to joint ventures with other entities, 

wholesale and retail” (Kong 2005, p. 21). The executives of the NOCs are all at the 

ministerial level in terms of their official status. Finally, there is the local level of 

decision making, comprised of local government agencies, branch offices of those 

energy-related central government agencies and local offices of the state owned energy 

companies. 

Obviously, there are too many cooks in China’s energy decision-making system. 

Responsibilities are not clearly defined and decision need “to be reached by consensus 

through prolonged bargaining, thereby making China’s energy decision making process 

very additive and messy” (Kong 2005, p. 22). Even worse, the absence of a central 

decision making body (the Ministry of Energy was dissolved in 1993), leaves energy 

policy up for grabs to various departments and the big national energy companies. 

The lack of personnel concerned with resource strategy making leaves one astounded 

how it was possible for China’s to come up with its ‘Oil Diplomacy’ in the first place: 

The body responsible for strategic planning, the energy bureau of the NDRC is not even 

equivalent to the three national oil companies in China in terms of power delegation, as 

their executives are of ministerial level. “Moreover, it is staffed by 30 people and only 

three of them are responsible for compiling and analyzing energy data. By contrast, the 

Department of Energy of the United States has about 14,000 people and 600 focus on 

statistical compilation and analysis of US and international energy markets. The tons of 
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energy project proposals and evaluations alone overwhelm the 30 people and consume 

all their time, making it impossible for them to focus on an overall national energy 

strategy. As a result, energy policy made in China normally is ad-hoc and short-term 

oriented” (Kong 2005, p. 23). Further institutional deficiencies in China’s domestic 

resource decision-making system include the lack of any energy security safeguard 

mechanisms (futures market, reserves) and a monopolized energy market. 

These problems were tackled by Document No. 14, passed by the State Council in May 

2005, which established the State Energy Leading Small Group (LSG). It is headed by 

Premier Wen Jiabao and comprises 13 top-leaders in the national energy 

decision-making process. The State Energy Office will be an acting body of the State 

Energy LSG, backing its work and carrying out its decisions (Downs 2006). 

Additionally, competition was infused into the energy sector. The clear distinction 

between the tasks of the NOCs is increasingly blurred, private investments into the 

resource sector has been liberalized and trade quotas for non-NOCs have been 

introduced (Kong 2005). 

 

International Resource Policies 

Under the situation of dependence on foreign energy and especially oil, perceived 

exclusion from the traditional oil producing countries and a suspicion of the major 

energy players in the international market, Chinese international energy strategy is 

focusing on demand moderation, supply diversification and ‘going abroad of Chinese 

oil corporations’, thereby building on an “state-centered approach, or economic 

nationalism” (Kong 2005, p. 56). Many Chinese analysts are skeptical of Western 

analysts’ assumption that oil will always be available on the world market and the 

ensuing implication that “the best energy security money can buy is: money” (Downs 

2006, p. 15). Chinese oil companies bids for the Russian oil producer Slavneft in 2002 
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and the US oil company Unocal in 2005 have been defeated by economic nationalism, 

and “the perception that the United States increasingly regards military power as a 

legitimate instrument for gaining access to oil have heightened awareness in China of 

the fact that both oil producing and consuming states repeatedly intervene in the world 

market to further national interests” (Downs 2006, p. 15).  

The resulting worldwide ‘Oil Diplomacy’ has been discussed in a number of academic 

and popular publications (for example see Time Magazine, China’s Quest for Oil, 

October 24, 2004 or Taylor 2006) and it has been argued that it has deep impacts on 

regional and geopolitics (Bustelo 2005). The list of Chinese international resource 

investments is long and growing (see Downs 2006) in and its involvement in certain 

regions and countries such as Sudan, Iran and Myanmar have sparked criticism: The oil 

and gas deals China has sought “traverse conflicting ideologies and disregard 

international trade sanctions. Age-old geopolitical alliances are being replaced with 

more flexible political-economic arrangements towards achieving energy security” 

(Yuit 2006). Table 8 reports the most important targets of Chinese investments abroad. 

 

Table 8: Chinese Oil Companies’ Foreign Equity Oil Production by Country, 2004 

Country  Barrels per day Share 

(%)  

Sudan  134,752  36  

Kazakhstan 110,452  30  

Indonesia  46,941  13  

Other  80,225  21  

Total  372,370  100  

Source: Downs 2006 
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4.2.2 ASEAN and Chinese Energy Security 

After the general outline of China’s resource policies, this chapter will provide an 

in-depth analysis of China-ASEAN resource development cooperation. Three issues 

are in the focus regarding ASEAN-China relations regarding resources. First, the 

question of the development of resources in the South China Sea will be analyzed. 

Secondly, ASEAN as a potential supplier of energy resources and Chinese development 

projects in ASEAN countries are looked at. Third, risks and opportunities of the 

transportation of energy resources to China and the role of ASEAN in this issue area are 

outlined. The discussion enables the understanding of the ASEAN-China power 

structure regarding resources and the concept of complex interdependence will then 

once again be applied and tested. 

 

The South China Sea 

The South China Sea is part of the Western Pacific, and is bounded on the Northeast by 

the Taiwan Strait, on the east by Taiwan and the Philippines, on the Southeast and South 

by Borneo, the southern limit of the Gulf of Thailand, and the East coast of the Malay 

peninsula, and on the West and North by the Asian mainland. In this body of water lie 

the Spratly Islands, the Paracel Islands, the Pratas Islands, Macclesfield Bank and 

Scarborough Reef. The area is disputed between a number of countries and as listed in 

Table 9, has repeatedly triggered military clashes. Conflict about the 25 to 35 

uninhabited islets that are above water level at low tide involves a number of different 

issues. Potential energy resource reserves are considered to be the major factor 

underlying the claims. Furthermore, the South China Sea is a vital sea-lane, being the 

shortest route from the North Pacific Ocean to the Indian Ocean. It is part of the world’s 

second busiest international sea-lane, and well over half of the world’s 
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petroleum-bearing traffic passes through its waters. “Over half of the tonnage shipped 

through the sea is crude oil from the Gulf, destined for East Asia” (Burgess 2003, p. 7). 

Besides that, the islands are strategically significant, especially for China, as the area is 

one of its possible entrances to the Pacific Ocean. Finally, nationalism also plays a role 

in the different sovereignty claims (Valencia et al. 1997).  

 

Table 9: Military clashes in the South China Sea 

Countries Military Clashes 

China and Vietnam China seized the Paracel Islands (1974) 

Navies of both countries clashed in Johnson Reef 

(1988) 

Vietnam accused China of landing troops (1992) 

Both countries clashed in their oil exploration 

blocks (1994) 

China and the Philippines China occupied and claimed Mischief Reef 

(1995) 

Both nations clashed in Scarborrough Shoal 

(1997) 

Two Chinese fishing boats were sunk by 

Philippine warships (1999) 

Philippines and Vietnam Vietnam fired on a Philippine fishing boat near 

Tennent Reef (1998) 

Vietnam fired on a Philippine reconnaissance 

aircraft in the Spratlys (1999) 

Vietnamese troops fired warning shot at 

Philippine military planes 

Malaysia and the Philippines Malaysia seized Navigator Reef (1999) 

Military aircrafts nearly engaged over a 

Malaysian-occupied reef (1999) 

Taiwan and Vietnam Taiwanese artillery fired on a Vietnamese supply 

ship (1995) 

Source: adopted from Lee 2002
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Without going in the details of the different claims, the situation and Chinese behavior 

in the South China Sea during the 90s seemed to offer only little hope for any 

agreement on the issue. Even after China signaled it would be ready to discuss the 

South China Sea multilaterally in 1997, observers remarked that “given the past courses 

of action towards many island disputes, it seems likely that China will eventually resort 

to force against its opponents on a piecemeal basis” (Lee 2002, p. 558). Shortly before 

the signing of the Declaration on the Conduct of Parties in the South China Sea, 

scholars and experts seemed to agree that the use of force is unavoidable, sometimes 

even imminent: Zha and Valencia (2001) pointed out that inaction on the South China 

Sea disputes creates instability and the potential for violent conflict, while Hiramatsu 

(2001) argued that a strong US–Japan relationship and a more active Japanese role are 

essential to prevent a possible flare-up of skirmishes around the South China Sea. More 

interestingly, some scholars doubted ASEAN’s ability to play a constructive role in the 

issue. Leifer (1999) argued that diplomatic paralysis makes it difficult for ASEAN to 

address the overlapping claims to jurisdiction in the South China Sea. And most 

specifically, Collins (2000) argued that the ASEAN states are not capable of 

pressurizing China into accepting multilateral negotiations as the basis for dispute 

resolution. 

 In the meantime, on November 4th 2002, the ASEAN member states and China signed 

the ASEAN-China Declaration on the Conduct of Parties in the South China Sea, which 

calls for peaceful means to resolve jurisdictional disputes, friendly consultations, 

recognition the UN convention of the Law of the Sea (which sets parameters for 

defining a territorial sea, a contiguous zone, an Exclusive Economic Zone (EEZ), and a 

continental shelf) and self-restraint in the conduct of activities in the area (ASEAN 

Secretariat 2006). The scholarly reception of the ASEAN-China Declaration on the 

Conduct of Parties in the South China Sea has been mixed. As Emmers (2005, p. ii) 
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puts it “while a step in the right direction, the declaration is only an interim political 

agreement and it is still to be seen whether the parties will sign a detailed and binding 

code of conduct for the South China Sea.” The declaration has not at all solved the 

overlapping territorial claims, and Vietnamese construction of a runway on Big Spratly 

has been seen as a violation of its content by China and other observers (Emmers 2005). 

The declaration’s non-binding character has attracted the most criticism. The 

declaration nevertheless shows that the parties’ views on the issue and the ways to solve 

it are convergent. Looking at the big picture, the declaration represents the first 

multilateral agreement signed by China on the South China Sea and is an “indication of 

its willingness to adhere to the principles promoted by the ASEAN countries” (Emmers 

2005, p. 13).  

Whilst the political processes in the South China Sea remain slow, a reverse process – 

putting off the question of boundaries for now and instead find joint oil exploration and 

development schemes in the South China Sea – has already started. Joint 

pre-exploration surveys in the Spratlys involving Chinese, Vietnamese and Philippine 

oil companies began in 2005 (Emmers 2005). In 2007, Vietnam and China announced 

to start joint oil and gas development operations in disputed sectors of the Gulf of 

Tonkin, a part of the South China Sea. The work is to be carried out in a partnership of 

PetroVietnam and CNOOC. At the same time, China and Vietnam are hoping to reach a 

deal on the disputed border by 2008 (Dow Jones Chinese Financial Wire, January 5, 

2007).  

If common development of resources in disputed areas and bilateral negotiations on the 

border are to be seen as a trend, it would have serious implications on the bargaining 

process in the entire South China Sea issue. Emmers (2005) warns that small countries 

might run the risk of loosing bargaining power by allowing joint exploitation of 

resources before the settlement of territorial disputes. The same might be the case when 
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small countries engage in bilateral negotiations with the greater power. 

 

ASEAN as China’s Resources Supplier 

Sino-Vietnam joint resource development in the Gulf of Tonkin leads the analysis to 

next issue of strategic significance in ASEAN-China resource relations. The general 

idea of the relationship between ASEAN and China in resources has been expressed by 

ASEAN Deputy Secretary-General Nicholas Tandi Dammen in 2006: ASEAN will 

ensure the security of China's energy supply (cited in: Chinanews.cn, May 25, 2007). 

Some ASEAN countries, namely Indonesia, Malaysia and Myanmar are rich in fossil 

fuels (Karki et al. 2005). Table 10 reports the energy resources in ASEAN member 

states and Appendices 1-4 list the numbers of energy exports from ASEAN to China. 

ASEAN cooperation in natural resources goes back to the 1975 ASEAN Council on 

Petroleum (ASCOPE). ASEAN has taken further steps to security and sustainability of 

energy supply, efficient utilization of natural energy resources in the region through its 

ASEAN Plan of Action for Energy Cooperation 1999–2004, including joint 

infrastructure developments such as the ASEAN Power Grid and the Trans-ASEAN 

Gas Pipeline which are both integral parts of the ASEAN Vision 2020 (ASEAN 2004). 

The latest ASEAN Plan of Action for Energy Cooperation 2004 – 2009 further 

deepened cooperation and consultation mechanisms between ASEAN member states. 

Among infrastructure projects and capacity building initiatives, under regional energy 

policy and planning the action plan proposes eight initiatives, among them “energy 

policy and supply security information sharing, analysis and preparation of regional 

energy policy and outlook, strengthen collaboration/cooperation among national and 

regional institutions in energy policy planning, address energy issues pertaining to 

ASEAN dialogue partners, pursue studies on evolving regional energy policy 

reform/issues” (ASEAN 2004). The Plan of Action sets a new milestone in ASEAN 
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cooperation in resources, setting goals, prioritizing infrastructure projects and 

allocating funds. As will be seen later, this ASEAN initiative will serve as a basis for 

broader cooperation in Asia through the Cebu Declaration on East Asian Energy 

Security (ASEAN 2006). 

The capital-intensity of energy development projects has been seen as a major hurdle in 

ASEAN’s quest to tapping its energy resources. Indonesia's crude oil output for 

example, had sunk to its lowest in more than three decades in 2006 (Reuters December 

13, 2006). The ASEAN itself therefore also faces an energy security problem, as energy 

production is not keeping up with the rapid expansion of energy demand fueled by 

economic growth and industrialization. Additionally, the ASEAN members are 

reported to be overly dependent on fossil fuels, with decreasing shares of hydropower 

(Karki et al. 2005). In summary, while ASEAN’s energy reserves are certainly not 

enough to ensure China’s energy security and the ASEAN members are themselves 

struggling with the development of their reserves, energy resources in ASEAN can still 

plays a crucial role in China’s quest to diversify its energy resource imports. 
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Table 10: ASEAN Energy Resources and Reserves 

Country  Oil reserves 

(billion 

barrels)  

Natural gas 

reserves 

(trilion cubic 

feet)  

Coal reserves 

(million MT) 

Hydro- 

power 

resources 

(GW)  

Wood fuels 

(MT)  

Brunei 

Darussalam  6.0  34.8  —  —  —  

Cambodia  —  9.9  —  10  81  

Indonesia  50  169.5  38,000  75  439  

Lao PDR  —  3.6  600  26  46  

Malaysia  3.4  84.4  1025  25  137  

Myanmar  3.1  12.1  —  108  129  

The 

Philippines  

0.26  4.6  346  9  89  

Singapore  0.0  0.0  0  —  —  

Thailand  0.2  12.2  1240  10  67  

Vietnam  3.2  21.8  45,000  69  49  

Sources: ACE 2002 and chinanews.cn 2007 

China’s oil diplomacy comprises a number of initiatives in ASEAN countries. Table 11 

lists only the latest of Chinese energy investments in Southeast Asia. The CNOOC, the 

third largest NOC, traditionally has the strongest position in the region. Through two 

separate purchases in 1993 and 1995, CNOOC bought from ARCO a 39.51% stake in 

the Malacca oil field offshore of Indonesia. In addition, on January 18, 2002, CNOOC 

purchased from Spanish Repsol-YPF five oil assets in Indonesia for $585 million US 

dollars. In 2006, it won oil and gas exploration rights for 18 blocks offshore West Java. 

By now CNOOC is the largest gas producer in Indonesia. As of 2005, CNOOC had 167 

oil contracts with 72 oil companies in 19 countries and regions (Kong 2005). The two 

bigger NOCs have extended their operations globally. CNPC owns and operates 20 oil 

and gas exploration and production (E&P) projects in 12 countries and has invested in 

more than 20 countries. Sinopec has invested in more than 30 oil and gas projects in 
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Iran, Saudi Arabia, Gabon, Kazakhstan, Yemen, and Ecuador, bringing its equity oil 

production to more than 200,000 tons (Kong 2005). 

 

Table 11: Recent Chinese Investment in the Energy Sector in ASEAN Member States 

Country Cooperation Content Companies Time 

Myanmar gas and oil production sharing contracts 

building of Sittwe – Kuming/Chongqing 

pipeline, joint oil development 

building of hydropower dam in Myanmar 

CNPC 

Sinopec, 

CNOOC 

n.a. 

January 2007 

n.a. 

 

January 2007 

Indonesia $5.5 billion investment in producing palm 

oil based biofuel 

won oil and gas exploration rights for 18 

blocks (along with other bidders) 

gas project offshore of West Java 

CNOOC 

 

CNOOC 

 

CNOOC 

January 2007 

 

December 2006 

 

n.a. 

Thailand, Laos deepening Mekong river  2004 

Cambodia hydro-power dam and generator 

construction contracts 

n.a. April 2007 

Malaysia long term liquefied natural gas (LNG) 

supply contract with Petronas 

CNOOC September 2006 

Brunei purchase contract, 10,000 barrels of crude 

oil per day 

Sinopec 2001 

 Sources: Reuters, Agence France Press, BBC News, Chinanews.cn 

In regard to these investments but also to the broader Chinese oil diplomacy, Yuit (2006) 

talks about a ‘reality check for ASEAN countries’. The example of Myanmar, where 

both China and India have sought big-scale development projects, has illustrated the 

resoluteness with which bigger powers are currently trying to assure their energy 

security. The fact that these initiatives practically have immunized the junta in 

Myanmar from Western sanctions and from ASEAN demands for reforms has added 

further cracks to ASEAN cohesion. This discussion reveals how crucial it is for 

ASEAN to further increase cooperation in the area of energy security, or in other words 

to remain at the forefront of cooperation processes in order to secure its own long term 
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political and economic future. 

The recent signing of the Cebu ASEAN Declaration on East Asian Energy Security at 

the 2007 ASEAN Summit marks the first time a multilateral agreement comprising 

larger East Asia discusses common energy security. It brings together the ASEAN 

members, Australia, the People's Republic of China, the Republic of India, Japan, the 

Republic of Korea and New Zealand. Besides the commitment to the development of 

alternative energy the declaration aims to “ensure availability of stable energy supply 

through investments in regional energy infrastructure such as the ASEAN Power Grid 

and the Trans ASEAN Gas Pipeline; encourage recycling of oil revenues and profits for 

equity investments and long term, affordable loan facilities for developing countries in 

the region; explore possible modes of strategic  fuel stockpiling such as individual 

programmes,  multi-country and/or regional voluntary and commercial arrangements” 

(ASEAN 2007). The declaration once again reflects the inner workings of ASEAN. It is 

far from binding its signatories to certain policies but illustrates the common 

understanding of the issue in East Asia. At the same time it kicks of second tier 

meetings. The first meeting of the East Asia Summit (EAS) Energy Cooperation Task 

Force (ECTF) was held in Singapore on March 1, 2007 under the leadership of the 

ASEAN Center on Energy (ACE). In this sense, the signing of the declaration is of 

utmost importance, as it promotes common understanding and incentives for further 

cooperation. Cooperation in the forum of ASEAN+3 had progressed along similar lines, 

but has already progressed further, as different ministerial fora for gas, oil, and 

infrastructure etc. are held regularly with participants from ASEAN+3 (ASEAN Center 

for Energy 2007). 
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ASEAN’s Position in Energy Transportation 

The final major issue in the field of resources cooperation between ASEAN and China 

is transportation of energy resources. As can be seen form Table 11 (above) China has 

been very active in this area, investing in several infrastructure projects in ASEAN 

member countries in the last years. The basic problem in this area is the fact that energy 

is not consumed at the same spot as it is produced. For China and the rest of East Asia, 

the biggest source of oil is the Middle East. As of 2003, nearly all of this oil was 

transported to East Asia by ship (Zubir 2005), thereby passing Southeast Asia, usually 

on a route Indian Ocean - Andaman Sea – Malacca Strait – Strait of Singapore - South 

China Sea. The bottleneck of this transportation surely is the Strait of Malacca, the 

longest international navigational route through a strait. It is 11 to 200 nautical miles 

wide, but the navigable route in certain parts is less than 1 nautical mile wide and less 

than 30 meters deep. In 2003 alone, 19,154 tankers or 11 million barrels of oil a day 

passed through the strait. More than 80% of China’s oil are shipped through the 

Malacca Strait (see Table 12). 

 

Table 12: Chinese Oil Imports by Transportation Channel 

 Volume of imports 

(million tons)  

Percentage of 

total imports  

2002 import from the Middle East  3439  49.55%  

by domestic tanker  130  3.78%  

by foreign tanker  3309  96.22%  

2002 import from West Africa  1580  22.76%  

by domestic tanker  0  0.00%  

by foreign tanker  100  100.00%  

2002 import from Southeast Asia  1049  15.11%  

by domestic tanker  550  52.43%  

by foreign tanker  499  47.57%  

Source: Kong 2005 
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As mentioned above, the issue of maritime security in South East Asia has been brought 

up in scholarly and political discussions. Security agreements have not progressed in 

pace with the commercial cooperation in South East Asia. The US is still in a pivotal 

position regarding the security of the sea lanes in the region as the ARF has not yet 

produced considerable security agreements. Due to strategic and security reasons, the 

ASEAN states are seen as very much interested in this US presence (Inoguchi and 

Bacon 2005). In contrary China, who in the commercial realm has successfully 

expanded its clout and created a buffer that would make it difficult for the United States 

to gain the cooperation of Asian countries should the United States try to pressure or 

contain Beijing (Sutter 2004), is more and more concerned about the US control over 

its energy supply routes. At present China does not have enough naval power to protect 

the security of sea lines of communication (SLOCs) through which its energy imports 

are shipped (Kong 2005). In the absence of considerable strategic oil reserves in China, 

maintaining a reliable oil shipment constitutes a vital challenge to the country’s oil 

security. 

Therefore, overdependence on imports from the Middle East and Africa and the limited 

control over SLOCs, especially the Malacca Strait, have made the vulnerability of the 

country’s oil imports apparent. Currently, the SLOCs are patrolled or jointly patrolled 

by the US navy or the navies of its allies (the US has SLOCs-related agreements with 

Australia, Thailand, Malaysia, Brunei, Indonesia, the Philippines and Singapore). This 

would leave the US the possibility to contain China by using oil supplies as a 

convenient instrument (Kong 2005). Hu Jintao commented that the “Malacca dilemma” 

is a key element to China’s energy security: "certain powers have all along encroached 

on and tried to control the navigation through the strait” (cited in: Zubir 2005). A 

Chinese military expert recommended China to pursue both offensive (deployment of 

reaction forces in case of crises) and defensive (development of deterrence capabilities) 
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naval strategies by building up massive warships and submarines to challenge the 

domination of the United States forces on the high seas (Zubir 2005). It is disputed how 

far China has proceeded in having built strategic infrastructure in Myanmar, Iran, and 

the Maldives (Zubir 2005, The Economist, March 23, 2007) to secure the Malacca 

Strait and the sea lanes in the Indian Ocean. 

The security of the sea lanes is not only dependent on the big powers’ will alone.  In 

1996, Indonesia announced that it intended to restrict military and commercial shipping 

lane on three of its waters which are the Sunda Strait, the Lombok Strait and the 

Moluccan Sea. Such policies would not only lead to energy supply shortages but would 

also hinder the movement of military vessels. In case of Sino-US struggle for maritime 

power in the Western Pacific and Indian Ocean as it is foreseen by Lee (2002), the 

posture of the ASEAN member countries would be of crucial importance. 

Developing naval forces is a long-term project, and for now China is focusing on 

reducing its dependence on the sea lanes in Southeast Asia for its oil and gas supplies. 

Besides constructing oil and gas pipelines from Russia and Central Asia, a number of 

proposals to circumvent the Malacca Strait have been on the table in Southeast Asia 

(see Storey 2006). Among them, the 750-mile pipeline from Sittwe in Myanmar to 

Kunming in Yunnan province has made the most progress. Construction is expected to 

start this year (Reuters April 22, 2007). Costs are estimated around $2 billion (Asia 

Times September 23, 2004). Myanmar has followed the Chinese pipeline proposal and 

opted not to follow Korea and Japan’s proposal to develop liquefied natural gas (LNG) 

facilities (Reuters March 20, 2007). China had also beaten an Indian proposal of a 

Myanmar-India pipeline, which would have sent Myanmar’s gas to India. The 

Myanmar-China pipeline is appealing to Beijing as oil tankers from the Middle East 

and Africa would not have to cross the Malacca Strait but sail directly to Sittwe (see 

map in Appendix 5). The close ties between Beijing and Yangon are seen as having 
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been decisive in Myanmar’s decisions; talks between the Chinese and the Myanma 

governments on the feasibility of the project began in mid-2004. Then in December 

2005 the Myanma junta signed a deal with PetroChina to supply 6.5 trillion cubic feet 

of natural gas to the PRC over a 30 year period (Storey 2006). Not surprisingly, the two 

governments are not showing a lot of concern regarding environmental and social 

impacts on the communities along the pipeline (Asia Times, January 9, 2007). 

A second way of shipping oil to China avoiding the Malacca Strait is using the Mekong 

River as a transportation route. As discussed in Chapter 4.1.1, in the last years China 

has single handedly cleared out obstacles to oil transportation in the Mekong river on 

Laotian and Thai territory, pushed through an augmentation of the quota for shipping 

oil and in December 2006 it launched a trial run of two ship carrying oil from 

Thailand’s Chiang Rai province to China’s Yunnan province (see Map in Appendix 5). 

‘'Experts say the waterway will serve as an alternative to the Strait of Malacca as a route 

for oil shipping and help to ensure oil supply to Yunnan and South-west China at large” 

(Inter Press News Service January 4, 2007). In expectation of the large amounts of oil 

and gas being transported to China’s southern provinces has already led to some 

competition between Chongqing and Kunming concerning refinery construction 

(Reuters April 21, 2007).  

The three parts of the solution to the Malacca dilemma proposed by Storey (2006) all 

are expensive, time consuming and problematic: China has to try “reducing import 

dependence through energy efficiencies and harnessing alternative sources of power, 

investment in the construction of pipelines that bypass the Malacca Strait, and building 

credible naval forces capable of securing China’s SLOCs.” In the meantime, China will 

have to contend with the dilemmas and insecurities posed by its dependence on the 

public goods provided by the US and the ASEAN countries. 
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4.2.2 Complex Interdependence in ASEAN-China Resource Cooperation 

How well does the concept of complex interdependence fit international politics in 

ASEAN-China resource cooperation? Regarding the first characteristic, there indeed 

exist multiple channels of policy making in global energy politics. While the West has 

formally adopted a market system in the energy sector where private companies pursue 

business, politics also play an important role. Energy is a strategic resource and 

therefore part of the political sphere of society. Development rights are often awarded 

based on political considerations and political and business interest are intertwined. 

The international energy system very much resembles Keohane and Nye’s depiction of 

politics with a variety of actors and different alliances of interest. Governments 

encounter difficulties retaining control over resource politics. As mentioned above, 

China has been especially distrustful towards the current system of international energy 

markets. Its distrust has been confirmed in the cases of its bids for Russian Slavneft in 

2002 and the US oil company Unocal 2005. Its state-centered approach suggests that it 

pursues energy as a highly strategic policy area. The executives of the four big 

state-owned oil companies are at the ministerial level in terms of official status. Energy 

policy has been reorganized under the central lead of the State Energy Leading Small 

Group chaired by Wen Jiabao. It remains to be seen if China can keep such a tight 

control over its resource policies. The large power of the NOCs and their large 

investments abroad makes them central power brokers in the decision making system. 

Liberalization efforts (in part due to WTO commitments) might turn the NOCs into 

powerful semi-independent actors. Undoubtedly, the extensive investments of Chinese 

oil companies abroad will foster informal ties among nongovernmental elites and 

transnational organizations which Keohane and Nye mention as two alternative 

channels that connect societies. 
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The second characteristic of complex interdependence is concerned with the question 

of the state policy goals. China is clearly trying to reduce its oil insecurity, which it sees 

as a strategic issue of national security. It is trying to develop strategic partnerships with 

resource-rich countries that do not have established strong ties with the traditional 

actors in global energy politics. The ASEAN members do not have such a strong 

interest in the issue, but Chinese investments are welcome, as high capital costs have 

impeded the development of resources. Development rights are usually awarded by 

governmental agencies, a fact that denies the premise of the multiplicity of actors found 

in the concept complex interdependence. Energy has been a topic in ASEAN 

cooperation, with the focus on basic infrastructure projects, such as the ASEAN Power 

Grid. Chinese companies have already won bids for infrastructure development in 

ASEAN countries. 

Thirdly, military power has shown to be important in the field of global energy relations. 

The security of sea lanes is of vital importance to China, and in the eyes of its top 

leadership the US (due to its superior naval power and its security agreements in the 

region) poses a threat to Chinese oil imports. In contemporary ASEAN-China energy 

cooperation military power is seen as less relevant. ASEAN-China resource relations 

are more cooperative than competitive, which renders military power less important. In 

a sense, the most important source of power in this issue area is natural resources. The 

ASEAN countries are powerful because some of them are abundant in natural resources 

and additionally, the ASEAN plays an important role in organizing regional resource 

cooperation and security. 

Just as it was the case in the Mekong River, the international political processes 

between China and ASEAN in the field of resource development do not perfectly fit the 

concept of complex interdependence. The most remarkable differences are that the 

goals of the actors can be determined quite clearly, and both in China and in the 
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ASEAN states, the energy sector is still under firm control of the governments. Not 

many non-state actors have a say in the international political processes concerning 

ASEAN-China resource cooperation. One prominent exception of this have been 

international organizations, which increasingly coordinate energy policy in Asia. The 

ASEAN Centre for Energy and the new East Asia Summit Energy Cooperation Task 

Force have had influence on the bargaining process, bringing together a wider set of 

states. Specific questions have been tackled on ministerial and working levels, such as 

proposals for common strategic reserves and exchange of information concerning 

supply, demand and distribution of energy. The regularity and specificity of the 

discussions suggest that these institutions already have an impact on how energy policy 

is done in the region. Thanks to their relative abundance in resources and their position 

at the center of policy coordination in East Asia, the ASEAN member states are in a 

good position to align their policies and use their combined bargaining power not only 

in ASEAN-China resources, but also in broader ASEAN-China affairs. Under these 

circumstances it is even more lamentable that internal discord has let to bilateral 

negotiations regarding resource development concessions with China in Indonesia, 

Myanmar, Vietnam and in the South China Sea. 

The distinction between sensitivity and vulnerability introduced in Keohane and Nye’s 

understanding offers some interesting insights into Chinese energy policy. Obviously, 

China has started to feel that its dependence on foreign oil imports, and especially 

imports from the Middle East would make it highly sensitive if prices rose or if a 

political crisis would lead to reduced imports. China’s current policy must be seen as 

what Keohane and Nye call policies to reduce vulnerability. China is clearly 

uncomfortable with its dependence on foreign energy resources. The long term plan not 

only comprises a diversification of oil imports, but seeks more efficiency in energy use 

and the development of domestic energy resources. Yet at the current stage and for the 
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foreseeable future, as China would encounter big costs if foreign supply of oil would be 

reduced or stopped, it remains highly vulnerable in resources politics. 

Figure 7 shows the institutional bargaining game in ASEAN-China resource relations. 

Chinese energy insecurity and the relative abundance of resources in some of the 

ASEAN countries have opened up the possibilities for cooperation in this area. China 

has engaged in a strategy of ‘going abroad’ to gain access to resources. Bargaining in 

bilateral, ASEAN+1 and ASEAN+3 channels has one the one hand let to a rapid 

expansion of Chinese investment in the resource sector in ASEAN, especially in 

Vietnam, Thailand, Myanmar, Indonesia and Brunei. On the other hand, ASEAN has 

been in the center of a de-escalation of the South China Sea issue and a wave of 

cooperation and consultation agreements and policies in East Asia. 

 

Figure 8: The Institutional Bargaining Game in China-ASEAN Resource 

Development Cooperation 

 

Source: adopted from Aggarwal 1998 
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4.3 Synthesis – Asymmetrical Dependencies in ASEAN-China Relations  

The two case studies have of course not been chosen at random. First it was hoped that 

they are two representative cases of ASEAN-China cooperation, from which one can 

derive generalizations on political processes in broader ASEAN-China relations. 

Secondly, political processes in the two areas were expected to be different in nature, 

therefore it was hoped that Keohane and Nye’s claim of putting forward a theory that is 

capable of explaining international politics in all areas of the field; by using “a 

differentiated, sophisticated approach to analyzing world politics, not to put forward 

yet another oversimplification as a guide to reality” (Keohane and Nye 2001, p. 211) 

could be tested. It was expected that in the Mekong Basin, central government control 

over the issue would be less and that in resources, given the strategic importance of the 

issue, the government would play a more active role. Contrary to the expectations, the 

analysis presented above suggests that political processes are pretty similar. China has 

sought to avoid interaction on a non-political level. This has been illustrated by its 

reluctance to join the MRC. This strategy has direct implications on the fit of the 

concept of complex interdependence for Sino-ASEAN relations. It has been found that 

especially in China, the central governments control over policy making is strong, 

negating Keohane and Nye’s depiction of pluralist decision making processes and 

bargaining. Whereas the theory fares poorly in terms of the ‘complex’ part of complex 

interdependence, the analysis of the two issue area is found to nicely illustrate Keohane 

and Nye’s understanding of interdependence. Therefore, the discussion in this chapter 

will focus on the analysis of the implications of the asymmetrical dependencies found 

in the two issues areas. The basic alignment of dependencies is illustrated in Table 13. 

China is seen as dependent on ASEAN in terms of energy resources supply (resource 

reserves and security of transportation). ASEAN on the other hand, is relatively 
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independent in terms of resources, but the riparian countries of the Mekong River are 

dependent on China. 

 

Table 13: Dependency-pattern in the Two Issue Areas 

China 

 Independence Dependence 

A
SE

A
N

 

Independence  Resources, International Reputation 

Dependence Mekong River Basin, Security  

 

Building on this matrix and the understanding of the processes in the two issue areas, 

one can infer whether bargaining processes have let to pay-offs between the two areas. 

One has therefore to give special interest to China’s actions in the Mekong River Basin 

and ASEAN’s policies towards resources.  

First, concerning resources, the ASEAN countries have been target destinations for the 

Chinese oil companies ‘going abroad’ strategy. As Downs (2006) points out, energy 

resource development projects are hardly ever pure business endeavors. Political 

considerations are probably important factors in Indonesia, Vietnam, Brunei, Myanmar 

and Thailand’s decisions to sell resources or concessions for resource developments to 

Chinese companies. As described above, the ASEAN has also expressed its willingness 

to supply energy resources to China. In terms of development of resources, it has been 

found that the ASEAN states do not coordinate their policies sufficiently. If ASEAN 

were able to come up with a common resource strategy and coordinate its exports, its 

collective bargaining power could be used in other bargaining processes, such as in the 

fields of trade or security. Currently, even thought the ASEAN Plan of Action for 

Energy Cooperation 2004 – 2009 calls for the “analysis and preparation of regional 

energy policy and outlook”, the nation states still independently bargain with China 

over oil and gas concessions. Therefore, the relative powerful position in this area does 



 

 94

not readily translate into power in other bargaining processes between ASEAN and 

China. The lack of a common ASEAN position could also affect Chinese readiness to 

accept linkages of the resource issue with other issues of ASEAN-China relations, as 

the impression might exist that resource development is a bilateral issue and not an 

ASEAN-China issue (Aggarwal 1998, p.22). 

Secondly, China has repeatedly expressed its support for the development of the 

Mekong Subregion. It has contributed funds to poverty reduction in the area and has 

been at the forefront of infrastructure development projects in the area, such as the 

Singapore-Kunming rail link and road construction. In terms of water management, 

China’s concessions have been less impressive; it has expressed the will to coordinate 

its hydropower development policies with the downstream countries, and has agreed to 

share water level data with the MRC. China’s positive actions in the Mekong River 

Basin have shared the fate of many of China’s foreign policy actions: they have been 

interpreted as calculated, opportunistic acts to court its friends. Here, it will be tried to 

present a different perspective of these actions. The matrix presented above suggests 

that China’s concessions in the Mekong River Basin might have been expressions of a 

dependency on ASEAN in other issue areas. In that case, one could no longer argue that 

the actions were solely an expression of China’s foreign policy of good neighborliness, 

but necessities dictated by international political processes. From this perspective, 

Chinese central policy making power would be subject to constraints imposed on it on 

the international level. 

In line with complex interdependence, the argument is that China, by engaging in 

international politics, has opened up the door for non-domestic political actors 

influencing the foreign policy making options. In our example, China is not able to 

translate its overall power advantage into power in all of the issue areas, and therefore 

needs to engage in trade-offs. Even though China has tried to minimize its vulnerability 
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to dependence by centralizing and bureaucratizing foreign policy processes, it is still 

subject to the different power allocations in different issue areas. One might reply that 

the closer relations with ASEAN and making small concessions in the Mekong River 

Basin and in the South China Sea are all in the interest of China and in line with its 

grand strategy of ‘development first’. But if the new interpretation was right, 

ASEAN-China dependency relations would be expected to stay. Foreign energy 

resources will be crucial for China not only in the short term, and increased economic 

integration after the implementation of the FTA will lead to further dependencies. It is 

therefore held, that China’s foreign policy is subject to dependence, reducing its ability 

to domestically control its foreign policy. With this condition expected to persist, it will 

be difficult to change its general foreign policy stature. This does not mean that 

conflicts with ASEAN are going to be always good and improving, as conflicts might 

rise as actors will strive to increase their shares of gains from transactions. 

In this perspective, the ASEAN plays a crucial role. As proposed by Keohane and Nye, 

ASEAN institutions as the primary fora for cooperation in East Asia have altered the 

political power distribution in the area. ASEAN institutions have set the agenda in East 

Asia energy consultations and have enabled the de-escalation of the South China Sea. 

International bargaining takes place in its institutions which opens possibilities for its 

member states unthought-of if international cooperation had taken place in different 

institutions. 


