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This issue brief explores the intersection of China’s Belt and Road Initiative (BRI) and the Indo-Pacific 
Strategy (IPS) among South Asian Small States, analyzing the interplay between the two initiatives 
and their implications for regional geopolitics. Specifically, it aims to elucidate the synergies and conflicts 
between the two initiatives, assess the strategic significance of South Asian Small States, including Nepal, 
Bhutan, Maldives, and Sri Lanka, within this framework and examine the implications for regional 
stability and national sovereignty. It highlights the complex interplay between BRI and IPS in South Asian 
Small States, characterized by economic opportunities, geopolitical tensions, and strategic maneuvering. 
While BRI offers infrastructure development and connectivity enhancement, IPS seeks to uphold a free and 
open Indo-Pacific region, leading to competition and cooperation among major powers. South Asian Small 
States face challenges in balancing their relationships with China and the United States, navigating great 
power rivalry, and promoting their own national interests amidst evolving geopolitical dynamics.

Introduction

In the intricate web of international relations, small 
states often find themselves at the mercy of larger, more 
powerful actors, navigating a geopolitical conundrum 
shaped by the competing interests of great powers. 
These small states, while possessing limited resources 
and influence on the global stage, often serve as crucial 
battlegrounds where the ambitions and strategies of 
major players intersect. Nowhere is this dynamic more 

pronounced than in South Asia, a region teeming 
with geopolitical significance and characterized by the 
relentless jockeying for influence among global powers. 

At the heart of this geopolitical theater lies the 
South Asian Small States, a diverse array of nations 
encompassing countries like Nepal, Bhutan, Maldives, 
and Sri Lanka, among others. These nations, while 
individually modest in size and population, collectively 
wield significant geopolitical importance due to their 
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strategic locations, access to vital trade routes, and 
natural resources. Their unique position makes them 
both vulnerable to external pressures and pivotal players 
in the broader geopolitical landscape of the region.

The rise of China’s Belt and Road Initiative (BRI) 
and the United States’ Indo-Pacific Strategy (IPS) 
has further amplified the complexities faced by South 
Asian Small States, presenting them with a multitude 
of challenges and opportunities. The BRI, launched 
in 2013 by China, aims to enhance connectivity 
and promote economic development across Asia and 
beyond through massive infrastructure projects and 
investment initiatives. Meanwhile, the IPS, introduced 
in 2018 by the United States, seeks to safeguard a 
free and open Indo-Pacific region, countering China’s 
growing influence and asserting American leadership in 
the area. This has led to increased military and security 
engagements with South Asian Small States, aimed at 
strengthening partnerships and countering Chinese 
assertiveness.1

For the South Asian Small States, the influence of 
BRI and IPS looms large, shaping their geopolitical 
calculations and strategies in profound ways. On 
one hand, the allure of Chinese investment and 

The allure of Chinese 
investment and infrastructure 
development under the BRI 
offers tantalizing prospects 
for economic growth and 
development.  Yet, it also brings 
with it a host of geopolitical 
challenges, including concerns 
over debt dependency, 
strategic encroachment, and 
the erosion of sovereignty.

infrastructure development under the BRI offers 
tantalizing prospects for economic growth and 
development.2 Yet, it also brings with it a host of 
geopolitical challenges, including concerns over debt 
dependency, strategic encroachment, and the erosion 
of sovereignty.3 Simultaneously, the IPS articulated 
by the United States offers the promise of security 
assurances and defense cooperation with a powerful ally 
but also risks entangling these nations in the broader 
geopolitical rivalry between Washington and Beijing, 
potentially undermining their autonomy.4

The significance of South Asian Small States in the 
context of great power rivalry cannot be overstated. 
Their geographical location at the crossroads of major 
sea lanes and their proximity to key global powers make 
them crucial players in the geopolitical chessboard 
of South Asia.5 As such, their strategic decisions 
and alignments have far-reaching implications not 
only for their own national interests but also for the 
broader balance of power in the region. Moreover, the 
experiences of South Asian Small States serve as valuable 
case studies for understanding the dynamics of power 
politics in a multipolar world. Their ability to navigate 
the complex interplay of competing interests, while 
safeguarding their sovereignty and national interests, 
offers important insights into the challenges and 
opportunities faced by small states in an increasingly 
interconnected and contested international system.6

This issue brief aims to delve deeper into the geopolitical 
conundrum confronting South Asian Small States in 
the context of China’s BRI and the United States’ IPS. 
Through a comprehensive analysis of the challenges, 
repercussions, and responses of these nations, it seeks 
to unravel the complexities of great power rivalry 
in South Asia and illuminate the confluence of BRI 
and IPS among small states in the region in an era of 
geopolitical uncertainty.

Understanding Smallness in South Asia
In the realm of international relations, the concept 
of small states has long been a subject of scholarly 
inquiry, characterized by the paradoxes of power and 
vulnerability that define their geopolitical existence. 
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Scholars such as Peter Katzenstein, Robert Keohane, 
and David Vital have extensively studied these 
paradoxes, shedding light on the unique challenges and 
opportunities faced by small states in navigating the 
complexities of the international system.

At the heart of these paradoxes lies the dual nature 
of small state power, which is characterized by both 
limitations and advantages. On one hand, small states 
possess limited resources, influence, and incapacity 
to shape global events, making them inherently 
vulnerable to external pressures and manipulation by 
larger powers.7 Yet, on the other hand, their small size 
and flexibility afford them certain advantages, such as 
agility in decision-making, the ability to exploit niche 
diplomatic opportunities, and the potential to punch 
above their weight on specific issues.8

In South Asia, this paradox of small state power is 
exemplified by nations such as Nepal, Bhutan, Sri 
Lanka, and the Maldives. These countries, despite 
their modest size and population, occupy strategically 
significant positions in the region, situated at key 
geopolitical crossroads and possessing unique cultural, 
economic, and geographical attributes. Nepal, for 
instance, is sandwiched between two regional giants, 
India and China, making it inherently susceptible to 
the influence and interventions of its larger neighbors. 
Despite its landlocked status and limited economic 
resources, Nepal has sought to leverage its geostrategic 
location to balance between competing powers 
and pursue a policy of non-alignment.9 However, 
its vulnerability to external pressures and internal 
instability has often undermined its efforts to assert its 
sovereignty and pursue an independent foreign policy.10

Similarly, Bhutan, with its policy of strict neutrality 
and emphasis on Gross National Happiness (GNH), 
exemplifies the paradox of small state power in its 
own unique way.11 Despite its limited economic 
and military capabilities, Bhutan has managed to 
maintain its sovereignty and cultural identity through 
a combination of strategic alliances, diplomatic 
finesse, and shrewd negotiation tactics.12 However, its 
dependence on India for crucial economic and security 

The IPS articulated by the 
United States offers the 
promise of security assurances 
and defense cooperation with 
a powerful ally but also risks 
entangling the small nations 
in the broader geopolitical 
rivalry between Washington 
and Beijing, potentially 
undermining their autonomy.

assistance underscores the inherent vulnerabilities that 
small states face in the pursuit of national autonomy.

In contrast, Sri Lanka and the Maldives offer a different 
perspective on the paradoxes of small state power, 
characterized by a delicate balancing act between 
regional powers and internal challenges. Sri Lanka, 
with its strategic location in the Indian Ocean, has 
often found itself caught in the crossfire of great power 
rivalry, particularly between India and China. Despite 
its attempts to diversify its foreign relations and attract 
investment under the BRI, Sri Lanka’s experience with 
debt diplomacy and geopolitical tensions highlights 
the precarious position of small states in the face of 
competing interests.13 Similarly, the Maldives, with 
its reliance on tourism and vulnerability to climate 
change, embodies the vulnerabilities of small states 
in a rapidly changing global environment. Despite its 
efforts to assert its sovereignty and pursue a policy of 
non-alignment, the Maldives has often been subject 
to external pressures and interventions, particularly 
from regional powers seeking to secure their strategic 
interests in the Indian Ocean which can be seen in the 
recent elections and its consequences in the country.14 

In contrast to these small states, Bangladesh stands 
out as a notable exception, having successfully escaped 
the constraints of smallness through a combination 
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of strategic pragmatism, economic growth, and 
diplomatic assertiveness. Despite its large population 
and economic challenges, Bangladesh has emerged as 
a regional powerhouse, leveraging its strategic location, 
demographic dividend, and growing economic 
clout to assert its influence on the global stage.15 
Through initiatives such as the Look East Policy and 
participation in regional forums like BIMSTEC, 
Bangladesh has managed to transcend the limitations 
of small statehood and position itself as a key player in 
South Asia and beyond.16

Therefore, the paradoxes of small state power as 
identified by scholars such as Katzenstein, Keohane, 
and Vital are evident in the behavior and experiences 
of South Asian small states such as Nepal, Bhutan, Sri 
Lanka, and the Maldives. Yet, Bangladesh’s remarkable 
trajectory offers a glimmer of hope, demonstrating 
that with strategic vision, economic development, and 
diplomatic acumen, small states can transcend the 
constraints of size and emerge as significant players in 
the international arena.

BRI: Navigating a Geopolitical 
Conundrum
China’s ambitious Belt and Road Initiative (BRI) has 
emerged as a significant driver of geopolitical dynamics, 
particularly in the South Asian region. Envisioned 
as a vast network of infrastructure projects aimed at 
enhancing connectivity and promoting economic 
development, the BRI has garnered both praise and 
criticism from the international community. For South 
Asian Small States, the implications of BRI are profound, 
presenting a complex geopolitical conundrum fraught 
with opportunities and challenges.17

In recent years, China has actively engaged with South 
Asian Small States through the BRI, leveraging its 
economic prowess to forge closer ties and advance 
its strategic interests in the region. Key components 
of China’s BRI engagement in South Asia include 
investments in infrastructure projects such as 
ports, roads, railways, and energy facilities, as well 
as initiatives to enhance trade and connectivity. 

For example, in Nepal, China has invested in the 
construction of the Pokhara International Airport and 
the Rasuwagadhi-Kerung border checkpoint, aimed 
at improving connectivity between the two countries 
and facilitating trade and tourism.18 Similarly, in Sri 
Lanka, Chinese investments have focused on major 
infrastructure projects such as the Hambantota Port 
and the Colombo Port City, which have been touted as 
flagship BRI initiatives in the region.19

Despite the potential benefits of Chinese investment 
and infrastructure development, the BRI also poses 
significant geopolitical challenges for South Asian 
Small States. One of the primary concerns revolves 
around the issue of debt sustainability, with many 
countries in the region becoming increasingly indebted 
to China as a result of BRI projects. This debt trap 
diplomacy has raised fears of strategic encroachment 
and loss of sovereignty, as Chinese investments often 
come with strings attached, including concessions on 
territorial rights and strategic assets. Sri Lanka’s fate of 
Hambantota port and confusion on Nepal’s Pokhara 
International Airport whether it is a BRI project or not 
elucidates the challenges. 

Moreover, the opaque nature of BRI agreements 
and lack of transparency in project financing have 
fuelled suspicions about China’s strategic intentions, 
leading to concerns over the militarization of port 
facilities and the potential for dual-use infrastructure 
to be used for military purposes.20 This has prompted 
neighboring countries, such as India, to view China’s 
growing presence in the region with skepticism and 
apprehension, exacerbating existing geopolitical 
tensions. 

From a geopolitical standpoint, the influx of Chinese 
investment and influence has heightened competition 
between regional powers, leading to a scramble for 
strategic dominance and influence in the Indian Ocean 
region.21 This has the potential to disrupt existing 
security arrangements and alliances, exacerbating 
regional instability and insecurity. Furthermore, the 
asymmetrical nature of China’s economic leverage and 
bargaining power has tilted the balance of power in favor 
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of Beijing, undermining the autonomy and sovereignty 
of South Asian Small States. This has led to growing 
concerns about the erosion of democratic norms and 
governance standards, as well as the potential for social 
and environmental degradation associated with large-
scale infrastructure projects.

In Nepal, the yet to be constructed Kathmandu-
Kerung Railway, a key BRI project aimed at 
enhancing connectivity between Nepal and China, has 
sparked controversy due to concerns over financing 
modalities, environmental impact, and displacement 
of local communities.22 Similarly, in Sri Lanka, the 
Hambantota Port project has faced criticism for its 
opaque financing arrangements and potential security 
implications, leading to calls for greater transparency 
and accountability. In Bhutan, concerns have been 
raised about the potential implications of Chinese 
infrastructure projects, such as the proposed Sakteng 
Wildlife Sanctuary, which is located in a disputed 
border area between Bhutan and China.23 This has 
raised questions about the sovereignty and territorial 
integrity of Bhutan, as well as the environmental and 
cultural impact of Chinese investments in the region. 
Further, in the Maldives, Chinese investments in major 
infrastructure projects, including the expansion of the 
Male International Airport and the construction of the 

China-Maldives Friendship Bridge, have raised concerns 
about debt sustainability and strategic encroachment.24 
This has led to growing scrutiny of the Maldives’ ties 
with China and calls for greater transparency and 
accountability in bilateral agreements.

As the South Asian Small States navigate the complexities 
of BRI engagement, they must carefully weigh the risks 
and benefits of Chinese investment, while also seeking 
to diversify their economic and strategic partnerships 
to safeguard their long-term interests and autonomy in 
an increasingly contested region.

IPS: Walking a Geopolitical Tightrope
The Indo-Pacific Strategy (IPS) has emerged as a 
critical framework shaping geopolitical dynamics in 
the South Asian region, presenting both opportunities 
and challenges for small states such as Nepal, Bhutan, 
Maldives, and Sri Lanka. Introduced by the United 
States, the IPS aims to promote a free and open Indo-
Pacific region, emphasizing principles such as respect 
for international law, freedom of navigation, and 
economic prosperity. South Asia occupies a central 
focus within the IPS due to its strategic location, 
economic importance, and the rise of China as a 
dominant regional power.

Despite their limited size and resources, small states 
hold strategic geographic locations and maritime 
boundaries that are vital to maintaining regional 
stability and security.25 Additionally, their participation 
in multilateral forums and security arrangements 
strengthens the legitimacy and effectiveness of the IPS, 
fostering collective action to address shared challenges 
like piracy, terrorism, and maritime disputes.

However, South Asian Small States face numerous 
geopolitical challenges as a result of the IPS. One 
significant challenge is the increasing pressure to align 
with either the United States or China, as the rivalry 
between these two superpowers intensifies in the Indo-
Pacific region. Small states must carefully navigate this 
geopolitical tightrope, balancing their relationships 
with both powers to safeguard their sovereignty and 
national interests. Failure to do so risks entanglement 

While the Quad presents 
opportunities for enhanced 
security cooperation and 
economic integration, 
it also raises concerns 
about the potential for 
exclusionary practices and 
power asymmetries that 
could marginalize smaller 
states in the region.
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in great power competition, which could lead to 
economic coercion, political instability, or even military 
confrontation.

Nepal’s strategic location between India and China 
positions it at the center of U.S.-China competition, 
offering opportunities to bolster domestic governance 
by capitalizing on the interests of both superpowers. 
Despite Nepal’s limited global influence, it ratified the 
Millennium Challenge Corporation (MCC) compact, 
seen as a means to counter China’s ascendancy, 
showcasing a willingness to engage with the United 
States.26 Increased U.S. investment, expanding defense 
cooperation, and growing people-to-people ties 
highlight Nepal’s efforts to navigate this competition 
with reference to IPS.27 With its geographical 
significance as the entry point through the Himalayan 
barrier, Nepal’s value lies in its proximity to Tibet, 
making it crucial in regional dynamics amidst China’s 
influence and IPS framework.28

Similarly, Sri Lanka stands at a critical crossroads due to 
its strategic importance and economic vulnerabilities. 
The United States, previously an ally of Sri Lanka’s 
Wickremesinghe administrations, played a subtle yet 
pivotal role in facilitating a smooth transition of power 
during periods of public unrest.29 While emphasizing 
the importance of human rights and democracy, the 
U.S. focused on aiding Sri Lanka’s economic recovery 
by providing significant economic and humanitarian 
assistance totaling nearly USD 240 million in a short 
timeframe.30 Moreover, the U.S. supported Sri Lanka’s 
efforts to secure an IMF bailout package, showcasing 
its willingness to assist countries like Sri Lanka and 
counterbalance China’s influence.31 Some argue that in 
exchange for this financial support, the Wickremesinghe 
regime may have agreed to foster a favorable strategic 
environment for the U.S. in the future.32

Furthermore, the relationship between the Maldives 
and the United States has experienced fluctuations over 
time, largely influenced by the policies and behavior 
of the Maldivian government. In 2018, the United 
States threatened sanctions against the Maldives due 
to its foreign policy alienating international bodies 

such as the Commonwealth, the European Union, and 
key allies like Qatar and India.33 However, there has 
been a significant improvement in the Maldives-U.S. 
relationship since then. The Maldives has embraced 
the increased resources brought by Washington’s Indo-
Pacific vision, including assistance from the United 
States Agency for International Development (USAID), 
which has focused on supporting self-reliance, stability, 
and economic growth in the Maldives for the past 
two decades.34 The United States and the Maldives 
collaborate closely in areas of security, particularly 
counterterrorism and maritime security.35 Nevertheless, 
with the change in administration following the 
Progressive People’s Party (PPM) winning the 
presidential election in September 2023, the Maldives 
appears to be leaning towards China once again.

While Bhutan and India are expected to further 
strengthen their bilateral engagements, the U.S. 
Integrated Country Strategy (ICS) for Bhutan, endorsed 
on February 8. 2023, introduces potential avenues 
for enhanced U.S.-Bhutan relations.36 However, the 
ICS does not outline specific bilateral engagements 
but rather identifies areas for potential cooperation. 

For the South Asian Small 
States, navigating the 
intersection of BRI and IPS 
requires careful diplomacy, 
strategic foresight, and a 
nuanced understanding of 
their own national interests. 
Tensions between the United 
States and China have led 
to geopolitical maneuvering 
and power projection in 
the region, complicating 
the strategic calculus.
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Strengthening ties between the U.S. and India could 
significantly contribute to bolstering U.S.-Bhutan 
relations as well.37 At present, the ICS for Bhutan may 
serve to pinpoint areas of political alignment. Looking 
ahead, the IPS could offer a security alternative for 
Bhutan. Consequently, unless Bhutan opts to establish 
formal diplomatic relations with the U.S., American 
influence in Bhutan is likely to remain limited. This 
scenario provides India with the opportunity to act 
as a diplomatic intermediary through its own policies 
towards the U.S.

In addition to bilateral tensions, South Asian Small 
States must navigate the dynamics of multilateral 
initiatives such as the Quadrilateral Security Dialogue 
(Quad), which brings together the United States, 
Japan, Australia, and India to coordinate efforts to 
uphold a rules-based order in the Indo-Pacific.38 While 
the Quad presents opportunities for enhanced security 
cooperation and economic integration, it also raises 
concerns about the potential for exclusionary practices 
and power asymmetries that could marginalize  
smaller states in the region.39 Hence, the Indo-Pacific 
Strategy presents both opportunities and challenges 
for South Asian Small States, as they navigate the 
complexities of great power competition, regional 
security dynamics, and multilateral initiatives. While 
small states play a significant role in shaping the 
IPS and upholding regional stability, they also face 
pressures to align with competing interests and navigate 
geopolitical rivalries.

The Confluence of BRI and IPS
The intersection of China’s BRI and the United States’ 
IPS in South Asian Small States marks a critical 
juncture in regional geopolitics, characterized by a 
complex interplay of cooperation, competition, and 
strategic maneuvering. The convergence of these two 
initiatives presents both opportunities and challenges, 
shaping the geopolitical landscape and influencing the 
strategic calculations of regional actors. The interplay 
between BRI and IPS in South Asian Small States is 
multifaceted, reflecting a dynamic mix of economic, 
political, and strategic considerations. 

On one hand, the BRI offers the promise of much-
needed infrastructure investment and connectivity 
enhancement for small states in South Asia, addressing 
critical development gaps and fostering economic 
growth. For example, Sri Lanka’s dream of becoming 
a major maritime hub in the Indian Ocean finds a 
perfect partner in the BRI. By building new ports 
and other vital infrastructure, Sri Lanka hoped to 
capitalize on its location and history as a trading 
post, transforming itself into a bustling center for 
international commerce and logistics.40 Similarly under 
the BRI, China has carried out a number of projects 
in the Maldives pertaining to energy, infrastructure, 
economic growth, and socio-economic development. 
In an unprecedented action, the Maldivian government 
even amended the land law, permitting the leasing of 
islands for 99 years.41 Also, Nepal, a capital-deficit 
nation, requires large-scale infrastructural investment, 
and BRI posed as an advantage to ensure the funding 
for development.42 Although, Bhutan does not have 
anything to deal regarding BRI, it faces the ripple of 
geopolitical rivalry between India and China posing a 
direct threat to the country. 

However, the convergence of BRI and IPS also gives 
rise to tensions and conflicts, particularly in areas 
where the strategic interests of China and the United 
States intersect. In Sri Lanka, the presence of Chinese-
funded infrastructure projects, such as the Hambantota 
Port which is managed by China Merchants Port 
Holdings Company Limited (CM Port), has raised 
concerns among U.S. policymakers about China’s 
expanding influence in the Indian Ocean region.43 
Likewise, the intensification of the strategic rivalry 
between the United States and China has become 
significantly perceptible for Nepal. Notwithstanding 
the geopolitical competition, Nepal ratified the MCC; 
it is also a signatory to BRI. China’s increasing influence 
has also worried Unites States because of Tibet’s close 
geographical proximity with Nepal. 

Furthermore, the Maldives has become a focal point 
for strategic competition among China, India, and the 
United States due to increased attention from China. 
This is reflected in Secretary of State Mike Pompeo’s 
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announcement of opening a U.S. embassy in the island 
nation to monitor security in the Indian Ocean.44 
Additionally, Bhutan’s foreign policy prioritizes 
sovereignty and security, with a focus on human 
and environmental security. The primary security 
concern remains the fear of Chinese encroachment 
into Bhutanese territory, while climate change and 
environmental degradation also pose significant threats. 
The United States has elevated Thimphu’s importance 
in its Indo-Pacific strategy, aiming to counter China’s 
influence in the region by bolstering the Quad and 
enhancing bilateral engagements.45 Consequently, 
this dynamic interplay exposes Bhutan to heightened 
geopolitical risks.

For the South Asian Small States, navigating the 
intersection of BRI and IPS requires careful diplomacy, 
strategic foresight, and a nuanced understanding of their 
own national interests. By balancing their relationships 
with China and the United States, leveraging economic 
opportunities, and promoting regional cooperation, 
small states can mitigate risks and maximize benefits 
in an increasingly complex and contested geopolitical 
environment.

Conclusion
South Asian Small States such as Nepal, Bhutan, 
Maldives, and Sri Lanka find themselves at the center of 
great power rivalry, with China, India, and the United 
States vying for influence and strategic advantage. 
While the BRI offers opportunities for infrastructure 
development and connectivity enhancement, it also 
raises concerns about debt sustainability, sovereignty, 
and strategic encroachment. On the other hand, the 
IPS seeks to uphold a free and open Indo-Pacific 
region, promoting security cooperation and economic 
integration. However, tensions between the United 
States and China have led to geopolitical maneuvering 
and power projection in the region, complicating the 
strategic calculus for South Asian Small States. The 
Quad alliance, comprising the U.S., Japan, India, 
and Australia, has also intensified its engagement 
in the region, further adding to the complexity of 
regional dynamics. Despite these challenges, South 

Asian Small States have opportunities to leverage their 
strategic significance, engage in diplomatic initiatives, 
and promote regional cooperation to navigate the 
intersection of BRI and IPS and advance their own 
national interests in an evolving geopolitical landscape.
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