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ABSTRACT 

 

Most extant scholarly works on infrastructure cooperation have focused on the roles 

of China and other competing powers. Relatively few have concentrated on the 

smaller host countries. This paper helps fill the gap by offering conceptualization of 

host-country agency, developing its typology, and identifying key factors driving and 

limiting small-state agency and hedging in infrastructure cooperation. It argues that 

variations in patterns of host-country receptivity and agency are brought about by 

internal and external factors. Specifically, while elite legitimation is a key driver in 

determining how receptive the smaller states are towards foreign-backed 

infrastructure connectivity projects, the forms of host-country agency are conditioned 

and constrained by internal resilience and external alternatives (or lack thereof). 

 

Keywords: Smaller states, host-country agency, hedging, infrastructure cooperation, 

China’s Belt and Road Initiative (BRI), legitimation 
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Introduction  

 

Since the 2013 launch of China’s Belt and Road Initiative (BRI) – a multitrillion dollar  

infrastructure  investment  and  lending  program  connecting China with Asia, Africa, 

Europe, and Latin America – infrastructure cooperation between countries has gained 

increased attention from the policy and academic communities. This trend has 

accelerated as other powers launched such efforts as Japan’s Partnership for Quality 

Infrastructure (PQI) in 2015, the EU-Asia Connectivity Strategy in September 2018, 

and the US’s BUILD Act in 2018. More recently, at its June 2021 Summit, the Group of 

Seven (G7) announced the establishment of Build Back Better World (B3W), an 

initiative widely viewed as an alternative to rival the BRI in helping developing 

countries with their infrastructure, health, digital technology, and other matters. In 

July 2021, the EU launched ‘A Globally Connected Europe’, signalling its 

determination to pursue a geostrategic approach to connectivity at the global level.  

 

In the field of International Relations (IR), most scholarly works on infrastructure 

cooperation focus on China and other big powers, with attention to their motivations, 

progress, and implementation problems. Relatively few works in IR concentrate on 

the smaller host countries. Some portray such countries hosting BRI-related projects 

as victims of Beijing’s ‘debt trap’, describing them as passive, powerless, or even 

clueless actors being manipulated by ‘predatory’ actors from China via its central or 

provincial authorities, state-owned enterprises, and private commercial entities. Very 

few studies have explored the phenomenon of ‘host-country agency’ thematically or 

comparatively. 

 

The chapters in this book – particularly those that follow in Section III – help to fill 

these gaps. Drawing on the findings in these chapters and related articles (Kratz and 

Pavlićević, 2019; Liao and Dang, 2020; Camba, 2020; Lampton et al., 2020; Schneider, 

2021; Kastner and Pearson, 2021; Schindler, DiCarlo, and Paudel, 2021; Kuik, 2021a, 

2021b),  this  paper  conceptualizes  of  host-country  agency and develops its typology  
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before addressing the key questions: What explains the variations in the patterns of 

host-state agency? Why do some host countries welcome foreign-backed 

infrastructure cooperation more than others? How do some smaller states hedge more 

effectively in infrastructure cooperation? 

 

I argue that variations in patterns of host-country receptivity and agency are brought 

about by internal and external factors. Specifically, while elite legitimation is a key 

driver in determining how receptive the smaller states are towards foreign-backed 

infrastructure connectivity projects, the forms of host-country agency are conditioned 

and constrained by internal resilience and external alternatives (or lack thereof). I 

further contend that host states are not only responding to and leveraging US-China 

rivalry but also to competitions involving such regional powers as Japan and India 

(see Chapters 13, 15, 17, this volume). It is these multi-level power dynamics that 

prompt different smaller host countries to pursue and connect their respective spatial 

objectives the ways they do. 

 

To support these arguments, the interlude proceeds in four parts. The first draws on 

empirical observations across countries and regions to illuminate the different types 

of host-state agency in infrastructure cooperation. The second and third parts unpack 

internal and external dynamics, examining how and why these factors both drive and 

limit host-country agency in foreign-funded infrastructure partnerships. The fourth 

part summarizes these findings in connection to relevant chapters in this volume and 

related works.  

 

Defining Host-Country Agency and Small-State Hedging  

 

Agency is conceived of here as an intermediary between micro-processes and macro-

structures (Parsons, 1951; Giddens, 1984; Sewell, 1992; Wight, 2006). When applied to 

international relations, macro-structures refer to such structural, top-down conditions 

as  asymmetrical  power  relations,  power  rivalries, and systemic uncertainties, while  
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micro-processes refer to the unit-level action-reaction along the key stages of inter-state 

cooperation, viz., initiation, negotiation, and implementation. Accordingly, ‘host-

country agency’ is defined as the capacity of a sovereign actor hosting a foreign-

backed venture in making its own decisions, shaping the circumstances, and pursuing 

its desired outcomes during the micro-processes, despite power asymmetry, rivalry, 

and uncertainty. 

 

Host-country agency in infrastructure cooperation manifests in multiple forms. These   

include:   (a)   proactive  initiation  (proposing  to  a  foreign  power to forge an 

infrastructure connectivity partnership); (b) active involvement (enthusiastically 

participating in and partnering with an external power on an infrastructure 

construction venture); (c) active renegotiation (advocating amendments to the 

previously agreed-upon terms of an infrastructure partnership); and/or (d) passive 

resistance (denying, delaying, or distancing from a stronger power’s initiative). All 

four patterns of host-country agency have been observed in smaller states’ 

engagement with and response to Chinese-backed projects across Asia, Africa, 

Europe, and beyond (Goh, 2016; Oh, 2018; Carrai et al, 2020; Lampton et al, 2020; 

Schneider, 2021; Kuik, 2021b, 2021c). Florian Schneider (2021, 25) for example notes 

that many outcomes depend on host countries: ‘the BRI is shaped by diverse local 

actors who exercise their agency for their own developmental ends or other goals.’        

 

The cases in this volume and other studies vividly illustrate these various 

manifestations of agency. Vietnam, for instance, displayed a persistent tendency to 

distance itself from the BRI, as it delays or declines several China-related projects. As 

Liao (this volume) points out, driven primarily by deep-seated anti-China public 

sentiment, Hanoi has deliberately kept a low profile regarding its connectivity 

cooperation with China, cautiously controlling the speed and scope of cooperation, 

while strengthening and widening its partnerships with Japan. Since the early-2010s, 

following China’s increasingly assertive actions in the South China Sea, Hanoi has 

further demonstrated its agency. After the 2014 HD-981 oil rig standoff between China  
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and Vietnam, Hanoi pivoted further away from infrastructure cooperation with 

China, as instead collaborated on a thermal power project and various ventures with 

Japan and other partners. 

 

Other cases highlighted in this section and volume – Indonesia, Kazakhstan, Laos, 

Nepal, Ethiopia, and Hungary – display differing forms of host-country agency. They 

have all actively partnered with China on infrastructure connectivity projects in some 

form. Indonesia collaborated to construct the Jakarta-Bandung High-Speed Rail (the 

first HSR in Southeast Asia, see Tritto et al.), Kazakhstan on the Khorgos dry port (the 

largest dry port in Central Asia, see Neafie), Laos on the Vientiane-Boten Railway (the 

first modern rail from Southeast Asia to connect with China’s vast HSR network, see 

DiCarlo and Ingalls), Nepal on the Kerung-Kathmandu Trans-Himalayan Railway 

(see Paudel and Rankin), Ethiopia on the 756-km Addis Ababa-Djibouti Railway (the 

first Chinese-built and Chinese-operated electrified railway in Africa) and the 

Hawassa Industrial Park (the largest industrial park in Africa, see Goodfellow and 

Huang), and Hungary on the Hungarian section of the Budapest-Belgrade Railway 

(see Gyuris, all in this volume). In a well-designed study on the African agency with 

the empirical case of Ethiopia’s engagement with the Digital Silk Road, Sanne van der 

Lugt (2021, 339) concludes: contrary to the popular depiction in Western media that 

attributes Ethiopia’s embrace of Chinese surveillance technology to the agency of 

Chinese firms and the Chinese state, her study has found that ‘the Ethiopian 

government has the agency to independently choose what technology it acquires and 

from where.’ 

 

Some host countries have been more receptive and proactive in embracing China as a 

developmental partner, with several projects predating the announcement of the BRI. 

Malaysia under Abdullah Badawi (2003–9) and Najib Razak (2009–18), for instance, 

took the initiative to partner with China on infrastructure construction, i.e., the Second 

Penang Bridge and the Kuantan Industrial Park. After Mahathir Mohamad returned 

to power following the electoral victory of the Pakatan Harapan (PH) coalition in May  
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2018, however, Malaysia suspended the controversial East Coast Rail Link (ECRL) and 

two other China-backed projects. Intense renegotiation ensued, leading to the 

resumption of the ECRL at a lower cost and terms more favorable to the host country 

(Kuik, 2021d). Malaysia’s fluctuating patterns of BRI engagement indicate that BRI 

projects are not always about big-power push (i.e., China pushing the cooperation 

envelope); sometimes smaller states pull too and at times even push back, despite their 

asymmetrical power structures vis-à-vis China.     

 

Regardless of its form, some scholars consider such agency a manifestation of small-

state ‘hedging’, an approach where a state seeks to maximize benefits from competing 

powers, while simultaneously mitigating risks and cultivating options to preserve 

autonomy and prepare for contingencies (Lampton et al, 2020, 16-17; Kuik, 2020).  

Hedging  is  particularly  prevalent  in  asymmetrical  partnerships involving a weaker 

state and a much more powerful partner. To mitigate the risks of over-dependence on 

and unbalanced influence from any single power, weaker states tend to diversify their 

strategic and developmental ties with multiple powers, exploring ways to benefit 

from competitive dynamics at various levels (Liao and Dang, 2020; Pitakdumrongkit, 

2020; Liao, this volume).  

 

In their chapter on Indonesia’s Jakarta-Bandung HSR, Tritto et al discuss how the 

Jokowi government hedges vis-à-vis competing powers by exploiting the eagerness 

of Chinese companies and policy banks and ‘making them compete with Japanese 

institutions’. They cited Luhut Panjaitan, the Coordinating Minister of Maritime 

Affairs, who said: ‘Let them race to invest in Indonesia. It is good for us’, adding that 

it is like ‘a girl wanted by many guys; the girl then can pick whomever she likes’. The 

Indonesian authorities initially favored Japan but ultimately selected China. Jakarta’s 

‘project-specific’ hedging approach enabled it to secure its desired outcomes from the 

China deal: an uncommon financing mode (a loan that requires no government 

guarantees, with low interest rate), favorable joint venture terms (Kereta Cepat 

Indonesia China, KCIC, comprising Chinese 40% and Indonesian 60% ownership),  
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concessions in terms of employment and training, resources, manufacturing of rolling 

stock, as well as financial disbursement prior to the finalization of land acquisition 

processes (Negara and Suryadinata, 2016, cited in Tritto et al., this volume).  

 

Hedging is dynamic. It necessarily involves adaptive, selective, and even contradictory 

approaches (Kuik, 2020), as the Indonesian case illustrates. Even as Jakarta actively 

engages with China on the Jakarta-Bandung HSR and other infrastructure projects, it 

does so cautiously and selectively, while simultaneously pursuing seemingly 

contradictory measures aimed at keeping its distance and limiting Beijing’s influence. 

In addition to pushing back China’s growing maritime assertiveness by conducting a 

series of high-profile military exercises near its Natuna Islands, Indonesia has also 

stepped up its defence partnerships with the US, Australia, Japan, and other powers 

(Tritto et al, this volume; Putten and Petkova, 2021).                   

 

Dynamic hedging approaches are observable in other countries. Vietnam has 

leveraged Japan-China rivalry to maximize gains and minimize risks across security 

and economic domains. Liao and Dang (2020) observe that over the past three decades 

Vietnam has taken a nuanced approach to optimize its interests and achieve its 

developmental priorities from Japan and China’s infrastructure financing programs, 

embracing both programs at earlier periods but recently pivoting away from risky 

China-backed projects while enhancing collaboration with Japan, an increasingly 

important strategic partner.  

 

Beyond Southeast Asia, Nepal, Kazakhstan, and Ethiopia exemplify how countries 

considered peripheral or small have also endeavored to broker better deals by 

hedging and being pragmatic towards big power competition. Nepal cautiously 

hedges towards India, the US and China’s infrastructure courtships, seeing the BRI as 

“a historic opportunity to challenge Indian market monopolies and influence in its 

internal political and economic spheres” (Paudel and Rankin, this volume; Ghiasy 

2021).   Taking   advantage  of  Kazakhstan’s  strategic  location  at  the  crossroads  of  
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Eurasia, Nur-Sultan hedges between the US and China’s economic statecraft to 

maximize support from both powers, while pursuing its spatial projects under the 

banner of Nurly Zhol (meaning ‘bright path’), aimed at developing Kazakhstan as a 

central hub for trade, goods transportation, and engine of economic growth for 

Central Asia (Neafie, this volume). Successive governments in Ethiopia – from the 

Ethiopia People’s Revolution Democratic Front (EPRDF, once Africa’s largest political 

party) to the present Prosperity Party (PP) – have both capitalized on the US-China 

rivalry and hedged to maximize benefits and offset risks. According to Goodfellow 

and Huang, the inflow of Chinese finance grew steadily under the EPRDF rule (1991–

2019), with infrastructure as the key area of investment and state-led economic 

transformation. For the EPRDF regime, a close partnership with China was crucial not 

only for maximizing economic returns, but also mitigating external risks, e.g., 

neutralizing external pressure from Western partners over ideological issues and the 

pace of political liberalization. In 2019, Beijing courted Prime Minister Abiy Ahmed of 

the   PP   government   with   US$1.8   billion   in   funding   for   Ethiopia’s   electricity 

transmission and distribution network. China also facilitated the launch of Ethiopia’s 

first satellite into space. In 2020, Washington pledged to invest US$5 billion in Ethiopia 

through its new International Development Finance Corporation (IDFC) in such 

sectors as telecommunications, geothermal energy, logistics, and sugar production 

(Goodfellow and Huang, this volume). 

 

Small-state hedging in infrastructure cooperation is likely to deepen and widen across 

regions in the years to come. Indeed, the scope and scale of such hedging acts are 

likely to evolve in tandem with the intensifying US-China rivalry on both the high- 

and low-politics chessboards, i.e., the military and non-military domains (Kuik 2021e; 

Schindler et al., 2020). Under the current situation, big-power competition on the twin 

chessboards – involving not only the US and China, but also the EU, Japan, and other 

second-tier powers – is arguably providing more maneuvering space for smaller 

states. This is because the two chessboards, in effect, constitute two marketplaces 

where  multiple  sets  of  geopolitical  and  geoeconomic  supply and demand intersect.  
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When more powers compete to court and supply the regional public goods and 

private goods (security, prosperity, and autonomy) required by regional countries, 

this accords agency to the consumers (that is, the smaller states in the region) (Quah 

2019). Hence, as long as big-power competition does not deteriorate into polarized 

camps, the space for small-state hedging is likely to increase in the decades ahead.  

 

Drivers: Elite Legitimation and Patronage 

 

Why are some host countries more receptive and enthusiastic than others when 

embracing such foreign-funded developmental partnerships as BRI-related projects? 

There are numerous drivers, but the primary ones are the ruling elites’ pathways of 

legitimation which often intersect with factors like political patronage and special 

interests, leading to different degrees and patterns of host-country receptivity. 

 

This interlude focuses on governing elites or political classes, that is, the small group 

of actors who exercise disproportionate power and influence over a particular society  

and  country  on  the grounds of governance authority, coercive capacity, and ideology 

(Bottomore, 1964; Lipset and Solari, 1967; Parry, 1969/2005; Axelrod, 2015). 

Regardless of their countries’ political systems, elites claim their ‘right’ to rule by 

appealing to certain ideals, constructing substantial, or substantiated narratives, and 

resorting to corresponding pathways to justify, enhance, and consolidate their 

domestic authority vis-à-vis other contesting elites and society at large. There are three 

major ideals or pathways: (a) procedural virtues (e.g., democratic values, social justice); 

(b) particularistic narratives (all forms of identity politics, including nationalist 

sentiments, ethnic and religious appeals, personal charisma); and (c) performance-

related rationales (e.g., ensuring growth and delivering development fruits, managing 

well nation-wide problems such as maintaining internal order or quelling a 

pandemic). No elites rely on a sole pathway to rule. In practice, all elites resort to a 

combination of legitimation pathways – with different degrees of emphasis and 

mobilization – for their inner justification (Lampton et al., 2020; Kuik, 2021a).   
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As I have argued elsewhere, these pathways of legitimation drive the direction and 

prioritization of state policies, including how receptive the host countries are towards 

the BRI, or for that matter, any foreign-backed developmental initiative (Kuik, 2021b, 

2021c). These drivers explain the following three broad patterns of host-country 

receptivity:   

 

a)   Highly receptive 

 

A host country is likely to embrace foreign-backed developmental initiatives when 

close cooperation with the external power serves to boost the ruling elites’ growth-

based performance and bolster other pathways of inner justification, e.g., managing 

internal conflict, neutralizing external pressure, and promoting national identity. The 

host-country is likely to be more receptive if and when the converging pathways of 

legitimation are also accompanied by opportunities for patronage and state-capital 

congruence (among elites and their transnational allies) (see, for instance, Wijaya and 

Camba, 2021) .  

 

In Laos, for instance, the Lao People’s Revolutionary Party’s (LPRP) government has 

enthusiastically embraced the BRI for numerous reasons: China’s capital and know-

how is crucially needed to boost Laos’ infrastructure development and economic 

growth. When the construction of the Vientiane-Boten railway (DiCarlo and Ingalls, 

this volume) is completed, Laos will be transformed from a land-locked to a land-

linked nation, thereby enhancing the ruling elites’ performance legitimation 

(Lampton et al., 2020). In addition, a stronger partnership with China will reduce 

Western political pressure and enable Laos to deal more effectively with its two larger 

neighbors, Thailand and Vietnam, enhancing the LPRP’s identity-based ethno-

nationalistic justification. As the LPRP struggles to maintain its ideological appeal, 

enhancing performance and particularistic legitimation are keys to preserving its 

political relevance and authority domestically. Moreover, the developmental projects 

provide the ruling elites with patronage resources.  
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Similar drivers explain other countries’ relatively high receptivity of the BRI. In 

Kazakhstan, the Nur Otan government views Chinese finance as a catalyst required 

to actualize its ‘Kazakhstan 2050’ vision of diversifying the national economy and 

transforming Kazakhstan into an ‘Eurasian Land Bridge’, a central hub for national 

and transnational infrastructure development, the transportation of goods, and 

sustainable regional economic growth (Neafie, this volume). In Nepal, both elected 

politicians and bureaucrats want to leverage on the BRI and the wider geopolitical 

competition on infrastructure development for “national integration and 

modernization” while “asserting self-reliance and sovereignty” vis-à-vis India’s 

regional hegemony (Paudel and Rankin, this volume). In Ethiopia, the Prosperity 

Party (PP) government – despite its ideological reorientation and commitment to 

diversify sources of foreign investment – wants to capitalize on Chinese-funded mega 

infrastructure projects to promote ‘a narrative of growth and development’ and 

pursue structural transformation in accordance with the country’s state centralization 

(Goodfellow and Huang, this volume). This approach effectively continues the 

previous regime’s receptivity of the BRI, even as the PP government welcomes 

infrastructure  finance  from  other  sources,  including  the  US. In Hungary, since the  

Viktor Mihály Orbán government came to power in 2010, it has actively sought 

Chinese investment to enhance its governing elites’ growth-based performance, in the 

wake of ‘persistently sluggish growth and the EU’s bureaucratic inertia’ following the 

2008 global financial crisis (Gyuris, this volume).  

 

For the ruling elites in these and many other countries, growth and developmental 

problems are not only economic but also political issues. Infrastructure-building, a 

prerequisite for economic growth, is key to the performance legitimation of governing 

elites. While important in its own right for all governments, development 

performance is especially critical for authoritarian and semi-democratic regimes 

which lack democracy-based procedural legitimacy (Kuik 2021a). These regimes then 

have to rely much more heavily on performance- and identity-based nationalist 

legitimation  to  maintain  and  justify their right to rule. Other sources of performance  
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legitimacy exist but economic performance is often the most crucial one as it creates 

jobs, ensures socio-political stability, boosts the elites’ electability, and even provides 

opportunities for special interest and patronage. For some or all of these reasons, elites 

in Laos, Kazakhstan, Nepal, Ethiopia, and Hungary have thus turned to China, with 

hopes that close and cordial ties with Beijing would facilitate flows of Chinese capital 

and technology, infrastructure, and transport connectivity construction, stimulate 

broader economic opportunities, and/or fend off political pressure from certain 

external actors.     

 

b)   Moderately and selectively receptive 

  

A host state is likely to collaborate with the BRI on a selective and cautious basis if and 

when the collaboration is expected to have mixed impact on the elites’ legitimation 

efforts, e.g., enhancing performance justification but harming identity-based 

particularistic legitimation, eroding electoral support, and/or undermining national 

identity. Indonesia illustrates such selective receptivity. While potential synergies 

exist between Jakarta’s Global Maritime Fulcrum (GMF) and Beijing’s BRI, President   

Joko   Widodo   (Jokowi)’s   government   has   engaged  the  China-funded projects 

selectively and gradually, insisting on Indonesia’s longstanding ‘free and active’ 

foreign policy, while cultivating close partnerships with Japan, the US, and other 

powers (Tritto et al., this volume).  

 

Such a delicate balancing act is rooted in the need to optimize the elites’ bases of 

legitimation. As Yeremia (2021) observed, caution arises as a result of the incumbent 

coalition’s need to strike a balance between two pathways of legitimation: growth-

based performance and nationalist legitimation. While Jokowi’s developmental 

agenda and external outlook have pushed him to expand Indonesia’s engagement 

with China, his pragmatic push has been limited by nationalism, Islamism, and anti-

Chinese sentiment mobilized by the hard-liners and opposing sociopolitical groups. 

Should Jokowi fully engage China’s BRI, he runs the risk of being perceived as a pro- 
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China leader, which would threaten his authority in Indonesia, the world’s largest 

Muslim country.  

 

c)   Coolly receptive 

 

Finally, a smaller state is likely to keep its distance when close cooperation is expected 

to hurt the ruling elites’ main basis of authority and legitimacy (e.g., nationalism, 

electoral pledge, reformist agenda), and when the perceived developmental benefits 

would be gained at the expense of security and territorial interests, autonomy, and/or 

sustainable development. Vietnam offers a clear example. Despite its geographical 

proximity, ideological ties, and growing commercial links with China, the ruling 

Communist Party of Vietnam (CPV) has persistently kept its distance from Beijing-

backed infrastructure and connectivity ventures, limiting its BRI cooperation 

primarily to the construction of the Cat Linh-Ha Dong Elevated Railway, an urban rail 

project in Hanoi. Scholars have attributed Vietnam’s lukewarm and low-profile 

response to the strong anti-China sentiments in Vietnamese society (Liao, this volume; 

Liao and Dang, 2020). This identity-based particularistic legitimation is arguably a 

more important pathway of inner justification than    development    performance    for    

the    CPV    elites.   Considering  anti-China nationalism in Vietnam, overly embracing 

the BRI would be politically risky for the ruling CPV elites. In contrast, distancing 

from but expressing verbal support for the BRI avoids a political landmine, while 

earning diplomatic mileage and keeping open opportunities for economic cooperation 

(Pham and Ba 2021, forthcoming). While development-based performance 

legitimation is the principal driver that explains why many countries have receptively 

embraced the BRI, other pathways of inner justification – most notably identity-based 

nationalist legitimation – have constrained the extent to which elites in some countries 

can and would forge a close collaboration with China.   
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Determinants: External Alternatives and Internal Resilience 

 

While elite legitimation and patronage politics explain varying degrees of host-

country receptivity, they do not explain why different countries show different 

patterns of agency and hedging tendencies in infrastructure cooperation. The latter is 

determined by the presence or absence of external alternative partnership(s), as well 

as the respective country’ degree of internal resilience. Resilience – the ability to 

manage, withstand, and respond to particular challenges – involves multiple internal 

attributes and mechanisms for ensuring the survival, stability, and societal cohesion 

of a given country (Cavelty, Kaufmann and Kristensen, 2015; Brassett and Vaughan-

Williams, 2015). The greater a host country’s internal resilience and external 

alternatives, the greater its agency and ability to hedge. These internal and external 

factors determine the host-country’s capacity to promote its interests and offset risks 

amid power asymmetry and uncertainty.   

 

The availability of external alternative partnerships is a sine qua non of host-country 

agency and hedging. A host country can pursue economic hedging only if and when 

two or more powers vying for influence are courting the country. As discussed in this 

volume, the governments of Indonesia, Vietnam, Kazakhstan, Nepal, and Ethiopia are 

able to hedge and exercise agency primarily because competing powers  such  as  the  

US  and  Japan  (and  India  in  South  Asia)  provide  alternative partnership 

opportunities, which increase the smaller states’ leverage when bargaining with 

China to maximize their benefits from the BRI-related projects. Conversely, when 

there is little alternative or when China is the only available provider of infrastructure 

capital and technology, there is little room for smaller states to hedge and bargain for 

better deals as equally. Laos is an example in point: despite a preference for balanced 

connectivity, but Chinese investment remains by the dominant source for 

infrastructure. 
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However, alternative partnerships, in and of themselves, only provide external space 

for small-state hedging; they do not translate automatically into host-country agency. 

A more fundamental determinant is the host country’s internal resilience, which 

determines the extent to which it can actively promote its interests from a partnership. 

Different patterns of internal resilience are the result of numerous internal attributes, 

including political systems, inter-elite contestation, bottom-up activism, state 

restructuring, and actual implementation. These themes play out across countries and 

across time. Take Cambodia, Laos, and Malaysia, three enthusiastic embracers of 

China’s BRI in Southeast Asia. While all three countries have actively partnered with 

China on infrastructure cooperation, they have demonstrated different patterns of 

host-country agency which are attributable to their different political systems and 

other attributes. Malaysia is a quasi- or semi-democracy; Cambodia a hegemonic 

authoritarian regime; and Laos a Marxist-Leninist ‘party-state (phak-lat)’. In the three 

countries, leaderships intersect with inter-elite dynamics, shaping the extent and 

manner in which societal and bottom-up sentiments vis-à-vis China-backed projects 

are addressed. Different political systems, however, dictate different patterns of 

processes and outcomes.    

 

Malaysia’s fluctuating engagement with the BRI under Najib Razak (2009–18) and 

Mahathir Mohamad (May 2018–February 2020) illustrates that democratic 

institutions, even flawed ones, are sources of internal resilience that enable inter-elite 

struggle to constrain and ‘correct’ decisions made by a previous leadership (Kuik, 

2021d). When Najib was still in power from 2016 to 2018, several China-funded 

projects  in  Malaysia  were  highly  contested at both the inter-elite and societal levels.  

The East Coast Rail Link (ECRL) and the two pipeline projects were viewed as quid 

pro quos for Beijing’s help in bailing out Najib’s 1MDB, a scandal-plagued sovereign 

fund. The three projects were highly controversial because of their perceived links 

with the troubled 1MDB, their lack of transparency, questionable financing 

arrangements, and unfavorable terms for Malaysians. The ECRL was criticized by 

opposition groups, nongovernmental organizations, and members of parliament from  
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different political parties. Mahathir was the harshest critic. In 2016, after quitting the 

ruling United Malays National Organization (UMNO) following his fallout with Najib 

over the 1MDB and other issues, Mahathir criticized the ECRL and other China-

related projects in Malaysia. Popular discontent about Chinese investment converged 

with inter-elite competition, leading Mahathir and other opposition elites to intensify 

their attacks on China-backed projects during the election campaign. Mahathir vowed 

to review the contracts for these projects should his PH coalition win.  

 

Upon winning the 2018 elections, the 93-year-old leader leveraged his democratic 

mandate and grass roots sentiments and suspended the three controversial projects 

and requested renegotiation with China. Through public statements and media 

interviews, Mahathir made his goals clear: reduce costs significantly, reset terms, and 

ensure that implementation of the projects would be favorable to Malaysia. In a media 

interview, he said “if we get better terms, then of course we will continue” (Azim, 

2018). Democratic institutions and the electoral process provided the PH government 

with strong bases to leverage and bargain with China, allowing Malaysia, a smaller 

host country, to push back.   

 

This pattern of host-country agency and internal resilience has not occurred in 

Cambodia and Laos. In the absence of democratic space, bottom-up discontent and 

sentiments against controversial projects are handled differently. In Cambodia, these 

sentiments have been selectively co-opted and partially suppressed. In Laos, they 

have been ignored and largely denied. The extent to which political power is diffused 

and distributed across state elites and the society help shape a country’s internal 

resilience, which in turn determines host-country agency.    

 
Cambodian authorities have displayed agency by increasing efforts to hedge and 

diversify its external policy beyond China, for example, by developing 

developmental, diplomatic, and strategic ties with Japan (Luo and Un, 2021; Chheang, 

2018). This agency, however, is restricted. Indicators such as the unequal partnership 

and  the  dominant  involvement  of  China  in  energy and other key sectors (many of  
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which do not meet international standards and best practices in social and 

environmental safeguards, see Heng, 2016); the massive influx of Chinese nationals, 

the presence of unproductive and unsustainable ventures (e.g., casino and related 

entertainment venues) especially in Sihanoukville (Poh and Heng, 2019; Luo and Un, 

2020) point to the limits of Cambodia’s internal resilience and external agency. 

Consequently, public resentment has been on the rise.  

 

Laos’ limited host-country agency is manifested in its disadvantaged position in the 

negotiation and implementation of China-funded projects (DiCarlo and Ingalls, 

forthcoming). The loan for the Laos-China rail project, for instance, is guaranteed by 

underground mineral resources in Laos. China was granted mining concessions as 

collateral – should revenues from the railway project be too low to service the debt, 

the lender, China, would have the right to extract said minerals as an additional mean 

to secure repayment of its loan (Freeman, 2019; Tappe, 2018). The Lao government has 

also made tax concessions, including the waiving of import duties on imported 

Chinese equipment associated with the project. These moves are likely to reduce the 

benefits accruing to Laos (Morris, 2019). Laos’ low internal resilience is reflected in the 

authorities’ limited ability in performing the governance functions and obtaining 

strong commitment from its Chinese partners to safeguard its environment and other 

issues (DiCarlo, 2020).  

 

A host country’s internal resilience also depends on the restructuring of state 

institutions and actual implementation of state regulations, as illustrated by the 

Ethiopian case. According to Goodfellow and Huang (this volume), to manage the 

inflow of Chinese capital and other foreign resources more effectively, while 

channeling them towards the state’s ambitious infrastructure vision, the Ethiopian 

authorities   created   several   semi-autonomous   state   agencies,   most   notably  the 

Ethiopian Railway Corporation (ERC) and the Industrial Parks Development 

Corporation (IPDC). These new agencies have enabled the Ethiopian government to 

deliver  major  infrastructures,  resolve bureaucratic issues, and further consolidate its  
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control over developmental and spatial projects. In addition, these agencies have also 

allowed Ethiopia to draw on China’s experience with large-scale infrastructure 

governance while executing its regulation policies vis-à-vis Beijing and China’s State-

Owned-Enterprises (SOEs). A key challenge, however, lies on implementation. This is 

evident in the Addis Ababa-Djibouti Railway (ADR), a project financed by China 

Exim Bank, built by China Railway Engineer Corporation (CREC) and China Civil 

Engineering Construction Corporation, and operational from January 2018. Despite 

Ethiopia’s relatively well-developed legislation on environment, development, and 

related matters, there has been ‘legal and implementation lacunae’ on various fronts, 

alongside a practice in ‘disregarding its policies and medium-term debt strategy’ to 

secure infrastructure financing, presumably to speed up the ADR’s negotiation, 

preparation, and operation (Carrai, 2021). A lack of civil society engagement can 

further constrain host country agency.  

 

Conclusion 

 

To conclude, internal and external factors affect the degrees and manifestations of 

host-country agency and hedging in infrastructure cooperation. Specifically, while a 

host country’s receptivity (or lack thereof) towards foreign-funded infrastructure 

partnerships (in this case, China’s BRI projects) is driven primarily by its ruling elites’ 

pathways of legitimation, its capability to actively maximize its own interests and to 

hedge against risks is determined by the availability of external alternatives and its 

internal resilience. Elite legitimation matters because the elites’ principal pathways of 

inner justification motivate and limit the extent to which the host government engages 

with such foreign-backed projects as the BRI-related ventures. The availability of 

external   alternatives   matters   because   it   determines the extent and space through 

which the host country bargains and hedges vis-à-vis an asymmetric partnership. 

Internal resilience matters the most because it determines the capability of host 

countries in pursuing desired outcomes (including pushing back when necessary), 

while offsetting and mitigating risks despite power asymmetry and uncertainty. 
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These findings – lucidly illustrated in this book make three contributions to the field 

of IR. First, infrastructure and connectivity cooperation – an increasingly salient aspect 

of international politics due chiefly to the growing US-China competition – are not 

just about big-power activism, but also about small-state agency. Despite the 

asymmetry in strength and status, smaller host countries are not necessarily passive 

partners or powerless recipients; rather, some of them have proven to be active actors 

capable of initiating, shaping, and reshaping their partnerships with stronger powers. 

Small-state agency in infrastructure cooperation takes many forms, ranging from 

proactive initiation to active involvement, active renegotiation, and passive resistance. 

Second, hedging is increasingly prevalent in international cooperation. This, however, 

remains understudied and should be examined in light of how economic hedging 

overlaps with and relates to strategic hedging in international politics. Third, in the 

context of longstanding debate on internal-external linkages, the chapters here reveals 

that while power competition at global and regional levels provides the space and 

leverage for smaller states to hedge, exactly how individual states engage is 

necessarily conditioned by the domestic attributes, most notably elite legitimation and 

internal resilience, pointing to the importance of drilling down through multiple 

scales of internal sources of statecraft under conditions of uncertainty.         
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