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Asian Connectivity: Finance, Influence
and Collaboration

Amitendu Palit

New Connectivity

Asian connectivity is undergoing fundamental changes. Large-scale,
ambitious projects linking territories, markets and communities across
borders are coming up rapidly across the continent. Nothing
symbolizes the burst in connectivity more than the China-led Belt and
Road Initiative (BRI). Other initiatives such as the Asia-Africa
Growth Corridor (AAGC) are also poised to bring in fundamental

changes in Asia’s connectivity landscape.

Projects like the BRI differ fundamentally from earlier connectivity
initiatives. These are not just connections in form of land corridors
created through cross-country highways, all-weather roads and rail
links. New connectivity projects aim to link geographies through land,
sea and the cyberspace: the BRI, for example, envisions a land belt, a
maritime silk route and a digital Silk Road. Such characteristics make
the projects difficult to comprehend and their impacts difficult to
assess. These impacts range from economic effects to geo-political
implications. Connectivity projects such as the BRI and the AAGC,
given their scale and scope, can hardly avoid generating geostrategic
impulses. Given its distinct if implicit geostrategic character it is
inconceivable to confine the BRI to just a project meaning to create
infrastructure and public goods. This is notwithstanding its significant
economic spillovers, both in the new infrastructure it creates and the

multiplier benefits it generates through additional economic activities.
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Chinese and Indian influence

China’s leadership of the BRI as the main source of its funding puts it in a commanding position for
driving Asian connectivity and building strategic influence. Infrastructure development entails
control over major resources and services such as roads, ports, electricity, and telecom and cyber
networks, all of which are critical from both internal security and external geopolitical perspectives.
It’s therefore hardly surprising that China’s involvement as the key stakeholder in neighbourhood
infrastructure projects such ase those in Sri Lanka, Maldives, and Pakistan is a source of

consternation for India and other countries.

China’s proactive push of the BRI underscores the geopolitical value of large connectivity projects.
Asian countries with geostrategic ambitions such as India and Japan have also embarked on
connectivity projects in order to secure strategic influence. The AAGC proposed by India and
Japan, while emphasizing sustainable development and infrastructure linkages between Asia and
Africal, can’t be overlooked as regards its geopolitical significance. The future might witness more

countries investing in the connectivity space in search of long-term influence.

Financial Difficulties and Collaboration

For a country like India, the quest for geopolitical influence through connectivity encounters a
major problem. Finance. Regional infrastructure financing is a daunting prospect given long
gestation periods of projects and delays as well as cost overruns in their implementation. India’s
poor record of implementing domestic infrastructure projects impairs its credibility when assuming
a leadership role in regional infrastructure-building. Large liabilities by its state-owned banks and
continuing fiscal deficits by the central government cast doubts on its financing capacities. India’s
shortage of internal resources for funding infrastructure is evident from its heavy exposure to the
AIIB. It’s puzzling for many that, notwithstanding China being the largest funder of AIIB, India has
emerged as its biggest borrower2. While this might reflect India’s strategic pragmatism, it also

highlights its inability to be a sustained source of large scale funds for mega-connectivity projects.

1 http://www.eria.org/Asia-Africa-Growth-Corridor-Document.pdf

2 “India benefits from AIIB loans despite China tensions’, Financial Times, 18 March 2018; https://www.ft.com/content/
da225816-2752-11e8-b27¢e-cc62a39d57a0
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The challenge of funding connectivity is becoming evident for China too. The country’s rising
internal debt is casting serious doubts over the ability of Chinese firms, particularly State-Owned
Enterprises (SOEs), to mobilize resources for investing in BRI projects. The difficulties might force
Chinese companies to hunt for collaborators. Indeed, in an interesting development, Japan has
supported the BRI, ostensibly with the objective of enabling its firms to obtain deeper footprints in
upcoming Asian infrastructure projects’. China’s decision to work with Japan on the BRI reflects
the realization that collaboration might actually be the only way forward on ambitious multi-modal
connectivity projects requiring huge funds. India appears to have realized the virtues of
collaboration right at the outset. Combining with Japan on the AAGC projects would certainly

enable it to contribute more effectively to regional infrastructure-building.

Cooperation as the way forward

If collaboration is the way forward on mega-connectivity projects, what happens to the

stakeholders’ geopolitical objectives?

China has experienced the pitfalls of a belligerent approach to the BRI. While there is considerable
enthusiasm about the economic benefits and opportunities that the BRI can generate, there is also
deep concern in recipient countries as regards compromising their strategic autonomy. South Asia
has striking examples in this regard with respect to BRI projects in Pakistan and Sri Lanka. It’s also
evident that Asian countries with strong regional standing and multiple choices for infrastructure
funding can turn their backs on Chinese-funded projects, as the newly elected Malaysian
government of Dr Mahathir Mohamad has demonstrated. With Australia and New Zealand —
China’s close economic partners in the Asia-Pacific — also voicing reservations on the BRI, China
needs to rethink its approach. And considering the good progress being made by the AIIB,
institutional legitimacy and cooperative approach appears to be far superior an approach to an

aggressive path.

3 ¢Japan is Committing to China’s Belt and Road Initiative, But What’s in it for Them?’, Forbes, 17 April 2018; https://
www.forbes.com/sites/ralphjennings/2018/04/17/why-japan-had-to-join-china-in-building-trade-routes-around-asia/
#6a4e50337175
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The European Space

Greater proclivity between countries and institutions aiming to collaborate on connectivity projects
1s good news for the region’s huge infrastructure needs. Collaboration would bring in much-needed
transparency and legitimacy for regional infrastructure projects — limitations that are repeatedly

highlighted by critics of the BRI.

The onset of collaborative projects is an encouraging development for investors and institutions
from Europe to consider contributing to connectivity in Asia. Several EU member states are
members of the AIIB. Transformation of the Asian connectivity landscape will have a profound
impact on the flow of goods, services, capital, ideas, people and technology within Asia, as well as
between Asia and its continental neighbors Africa and Europe. As one extreme of the pan-
continental geography spanned by infrastructure corridors like the BRI, Europe needs to note the

complexities in the connectivity game, along with resultant challenges and opportunities.
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