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ABSTRACT 

 

 
 

What does the rise of China mean to ordinary Canadians?  As the position Canada 

has enjoyed in world affairs has traditionally been tied to the remaining global power, 

what are the impacts when that superpowers economic status is challenged by a rising 

China?  As a country with a strong history of diplomatic engagement across the 

geopolitical, economic and security spectrums, what does a potential shift in the balance 

of global power to China and Asia mean for Canadians?  This paper will examine how 

Canada’s failure to develop a foreign policy that deals with this shift has led to our 

exclusion from increasingly important SE Asian regional forums and presented Canada 

as an ambiguous destination for vast amounts of Chinese outward direct investment into 

the Canadian economy. Specifically, it will address how the Canadian Government’s lack 

of consistent engagement in SE Asian geopolitics has kept the door shut to key defence 

and prime ministerial level meetings that deal with the main security and economic 

concerns of Chinese and SE Asian states.  As the world moves into the Pacific Century, 

this paper will demonstrate why Canada must develop an overarching foreign policy that 

assists Canadian exploitation of the exceptional economic opportunities that China 

represents, while guarding against the dangers associated with Chinese Communist Party 

regional and global ambitions. 
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1 

 

INTRODUCTION 
 

The superior man, when resting in safety, does not forget that danger may come. When in 

a state of security he does not forget the possibility of ruin. When all is orderly, he does 

not forget that disorder may come. Thus his person is not endangered, and his States and 

all their clans are preserved. 

           Confucius 

 

Canada is at a strategic policy crossroads. As a middle power in the world order, 

Canada has risen from a colonial entity to a modern democratic state with close 

economic, social and military ties to the world’s remaining post-cold war superpower, the 

United States.  There is no doubt that Canada’s surge to G8 economic success is as a 

result of this special relationship with America and our nation’s paternal European 

powers. These fiscal achievements, and the resultant social safety net that most 

Canadians consider essential to the nations identity, have come about from establishing 

ourselves as a trading nation.  With a low population density over a large, resource 

abundant geographic area, Canada has relied on trade to support our economic growth. 

While our export and import trading only make up 2.5% of the global total, trade 

accounts for 61% of our GDP, and is essential for our economic success.
1
 Since the end 

of the Second World War, our trade and resultant wealth has tied to the US global 

hegemon, accounting for 73% and 49% of Canada’s exports and imports respectively. 

However, it is widely believed that the United States may be in a period of decline that 

would see their power dominance challenged. 
2
 This is where Canada arrives at a 

crossroad. 

                                                 
 
1
  World Trade Organization, “Trade Profiles China, USA, Canada 2013,” accessed 25 April 2013,   

http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=CA,CN,US.  
2
   Canadian International Council, “Open Canada: A Global Positioning Strategy for a Networked 

Age,” accessed 24 February 2013, http://beta.images.theglobeandmail.com/archive/00690/ 

Open_Canada__A_Glob_690863a.pdf; Yuen Pau Woo, “Securing Canada’s Place in Asia: Means,  

http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=CA,CN,US
http://beta.images.theglobeandmail.com/archive/00690/Open_Canada__A_Glob_690863a.pdf
http://beta.images.theglobeandmail.com/archive/00690/Open_Canada__A_Glob_690863a.pdf
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China is on the rise.  As the world’s most populous country,
3
 with an economy 

that will surpass the United States as the world’s largest in the coming years,
4
 a seat at 

the UN Security Council (the only permanent one in Asia), the world’s largest standing 

army and a nuclear weapons arsenal, one can conclude that China’s power position in 

the world continues to grow. As a result, China’s importance to Canada is also rapidly 

increasing. In the last 10 years, China has surpassed Great Britain, Japan and Mexico to 

become our number two trading partner and the rate of continued growth is staggering as 

“Canada's exports to China have nearly doubled between 2008 and 2012, a period in 

which Canada’s overall exports fell nearly 1 per cent.”
 5

 This kind of growth is certainly 

an area that should be guided by strategic direction in the form of policy. However, 

China’s transformation from the peasant revolution of General Mao Zedong in 1949 to a 

global powerhouse has not warranted an overall Government of Canada policy for 

strategic engagement with the People’s Republic of China (PRC). As noted by James 

Manicom in his article Canada Debates about China’s Rise: Whither the China Threat, 

Canadian foreign policy towards China has typically focused on political and economic 

implications with the debate being “absent of the strategic and military implications of 

China’s rise for Canada.”
 6

 Huhua Cao furthers this thought and notes Canada needs to 

                                                                                                                                                 
 
 

Institutions and Mechanisms,” accessed 2 February 2013, http://www.asiapacific.ca/sites/default 

/files/filefield/securing_canadas_place_in_asia_taskforce_report.pdf   
3
   Central Intelligence Agency Factbook, “The World Factbook – China,” accessed 2 Feb 2013, 

https://www.cia.gov/library/publications/the-world-factbook/geos/ch.html.  
4
  Brent Arends , “IMF Bombshell: Age of America Nears End,” Yahoo Finance, 26 April 2011, 

accessed 21 February 2013, http://finance.yahoo.com/news/pf_article_112616.html.  
5
  Barrie McKenna and Richard Blackwello, “Rising China Trade Eclipses U.K.,” Globe and Mail, 

21 February 2013, accessed 21 February 2013,  http://investdb4.theglobeandmail.com/servlet/ 

story/GAM.20130221.RBCHINATRADEMCKENNAATL/GIStory/.   

 

 

http://www.asiapacific.ca/sites/default/files/filefield/securing_canadas_place_in_asia_taskforce_report.pdf
http://www.asiapacific.ca/sites/default/files/filefield/securing_canadas_place_in_asia_taskforce_report.pdf
https://www.cia.gov/library/publications/the-world-factbook/geos/ch.html
http://finance.yahoo.com/news/pf_article_112616.html
http://investdb4.theglobeandmail.com/servlet/story/GAM.20130221.RBCHINATRADEMCKENNAATL/GIStory/
http://investdb4.theglobeandmail.com/servlet/story/GAM.20130221.RBCHINATRADEMCKENNAATL/GIStory/
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establish a domestic and foreign policy to deal with growing Chinese influence at the 

global level.
7
 Both author’s notions are supported by former Canadian Chinese 

Ambassador Fred Bild who says the relationship between the two states has thus far 

been a “set of spontaneous initiatives, each with its own underlying motivations, 

depending on the time and chief actors involved.”
8
 This lack of policy, and potential 

solutions that consider all factors, will be the main thrust of this paper. 

 The development of such strategy is not a simple matter though, as Chinese 

intention of how they will use their newfound power has never been a source of great 

clarity. Specifically, the interference of the Chinese Communist Party (CCP) in Chinese 

global business enterprises,
 9

 their parallel military buildup, past history of human rights 

abuses, regional territorial disputes and questionable use of cyber space for industrial 

benefit makes it difficult for nations to develop foreign policies that can effectively direct 

a ‘whole of government’ effort for state to state relations. As will be further expanded 

upon in the geopolitical chapter, the Government of Canada under Paul Martin did 

attempt to start a whole of government approach in advance of a September 2005 Hu 

Jintao visit, when he “instructed all of his cabinet ministers to come up with policy 

measures and practical steps to connect more closely to China.”
10

 This was furthered in 

                                                                                                                                                 
6
  James Manicom, “Canada Debates about China’s Rise: Whither the China Threat,” Canadian 

Foreign Policy Journal Vol 18, no. 3, (September 2012): 287, accessed 25 February 2013,  

http://www.tandfonline.com/doi/pdf/10.1080/11926422.2012.737337.   
7
  Huhua Cao, The China Challenge – Sino Canadian Relations in the 21

st
 Century, (Ottawa: 

University of Ottawa Press, 2011), 4.  
8
  Fred Build, “Canada's Staying Power: A Diplomat's View,” in The China Challenge – Sino 

Canadian Relations in the 21
st
 Century, ed. Huhua Cao and Vivienne Poy, 12 (Ottawa: University of 

Ottawa Press, 2011). 
9
  John Lee, “Unpacking the Black Box - China’s Dicey Statistics Tell Us a Lot,” Newsweek 

Magazine, July 30, 2010, Accessed 21 February 2013, http://www.thedailybeast.com/newsweek/2010/ 

07/30/unpacking-the-black-box.html. 

 
 

http://www.tandfonline.com/doi/pdf/10.1080/11926422.2012.737337
http://www.thedailybeast.com/newsweek/2010/07/30/unpacking-the-black-box.html
http://www.thedailybeast.com/newsweek/2010/07/30/unpacking-the-black-box.html
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October of that year with the liberals tabling bill C68, the Pacific Gateway Strategy, 

which was to expand transport and infrastructure for Asia Pacific trade in British 

Columbia.
11

 However, that November the Liberal government fell and the new 

Conservative policies on China were far from engaging. In the first years Harper 

government came to power, their open criticisms of Chinese Human Rights policy
12

 and 

the Prime Ministers failure to attend the Beijing Olympics was a shift away from the 

liberal approach of the Martin and Chretien Governments who tended to tread more 

diplomatically on such transgressions.
 13

 Although trade at the time was growing between 

the two countries, a 2007 Canadian Government commentary on imprisoned Canadian 

citizen Huseyn Celil was met by China’s Vice Minister of Foreign Affairs, He Yafei who 

noted “The economic relationship goes hand in hand with the political relationship. I 

cannot say Canada is squandering [the relationship] now, but in practical terms, Canada 

is lagging behind.”
 14

 In short, this was a message from China that a human rights focused 

foreign policy may diminish economic cooperation. This new Canadian strategic 

messaging appears to have softened in 2009, where the Prime Minister noted before his 

first trip to China since taking office that “Canada is committed to a strong relationship 

with China that reflects our mutual respect and the need for practical co-operation.”
15

 In a 

                                                                                                                                                 
 
10

  Paul Evans, “Soft Power and Canadian Influence,” International Journal  Vol 61, issue 2 (Spring 

2006): 296, accessed 24 February 2013, http://www.ligi.ubc.ca/sites/liu/files/Publications/ 

Canada_Meet_Global_China.pdf.   
11

  Ibid., 288. 
12

  Editorial, “Won't 'sell out' on rights despite China snub: PM,” CBC News, 15 November 2006, 

accessed 10 February 2013, http://www.cbc.ca/news/world/story/ 2006/11/15/harper-snub.html.   
13

  Charles Burton, “The Canadian Policy Context of Canada’s China Policy since 1970,” in The 

China Challenge – Sino Canadian Relations in the 21
st
 Century, ed. Huhua Cao and Vivienne Poy, 43 

(Ottawa: University of Ottawa Press, 2011). 
14

  Jeremy Paltiel, “Canada in China’s Grand Strategy,” Canadian International Council – China 

Papers No 6 (January 2010): 11, accessed 21 February 2013, http://cic.verto.ca/wp-

content/uploads/2011/05/Canada-in-Chinas-Grand-Strategy-Jeremy-Paltiel.pdf.  

 

http://www.ligi.ubc.ca/sites/liu/files/Publications/Canada_Meet_Global_China.pdf
http://www.ligi.ubc.ca/sites/liu/files/Publications/Canada_Meet_Global_China.pdf
http://www.cbc.ca/news/world/story/2006/11/15/harper-snub.html
http://cic.verto.ca/wp-content/uploads/2011/05/Canada-in-Chinas-Grand-Strategy-Jeremy-Paltiel.pdf
http://cic.verto.ca/wp-content/uploads/2011/05/Canada-in-Chinas-Grand-Strategy-Jeremy-Paltiel.pdf
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2012 visit to China, Prime Minister Stephen Harper further signaled this Canadian desire 

to nurture the continued growth when he noted; 

 
We are both ambitious, outwardly focused, trade-oriented, eager to strengthen our 

partnership, in fact, to take that partnership to the next level, for Canada has been built on 

trade.
16

 

 

However, in the same year as the Prime Minister noted the desire to increase 

collaboration between the two states (2012), our Government’s decision making was 

paralyzed by the China’s State Owned Enterprise (SOE), China National Offshore Oil 

Corporation’s (CNOOC) bid to take over the Canadian Corporation NEXEN and its share 

of the Alberta oil sands. This quickly became a national issue in the media
17

 and supports 

the argument by Huhua Cao that a stable domestic and foreign policy on China is needed.  

  There are a number of other complicating factors that Canada must consider 

when deciding domestic and foreign policies towards China. As economic wealth has 

spread across the Asia Pacific, a myriad of Asian centered regional institutions and 

process have been developed to deal with the complex problems of national identities, 

political and social transitions, interstate rivalries and intrastate conflicts.
18

 If Canada is to 

develop a China strategy, it must be one that is informed of the regions geopolitics and 

these multilateral institutions are the means of informed decision making. This was one 

                                                                                                                                                 
 
15

  Editorial, “Harper to visit India, China for 1st time,” CBC News, 28 October 2009, accessed 15 

February 2013, http://www.cbc.ca/news/canada/story/2009/10/28/harper-china-india028.html.   
16

  Stephen Harper, (Speech, Guangzhou, China, February 10, 2012), accessed 25 January 2013, 

http://www.pm.gc.ca/eng/media.asp?id=4652. 
17

  Les Whittington, “Nexen Takeover Decision a Crossroads for Canada and China,” The Toronto 

Star, 29 September 2012, accessed 25 February 2013, http://www.thestar.com/news/canada/ 

2012/09/29/nexen_takeover_decision_a_crossroads_for_canada_and_china.html.   

 

 
18

   Yuen Pau Woo, “Securing Canada’s Place in Asia: Means,  Institutions and Mechanisms,” 

accessed 2 February 2013, http://www.asiapacific.ca/sites/default/files/filefield/ 

securing_canadas_place_in_asia_taskforce_report.pdf   

http://www.cbc.ca/news/canada/story/2009/10/28/harper-china-india028.html
http://www.pm.gc.ca/eng/media.asp?id=4652
http://www.thestar.com/news/canada/2012/09/29/nexen_takeover_decision_a_crossroads_for_canada_and_china.html
http://www.thestar.com/news/canada/2012/09/29/nexen_takeover_decision_a_crossroads_for_canada_and_china.html
http://www.asiapacific.ca/sites/default/files/filefield/securing_canadas_place_in_asia_taskforce_report.pdf
http://www.asiapacific.ca/sites/default/files/filefield/securing_canadas_place_in_asia_taskforce_report.pdf
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of the key conclusions of the Asia Pacific Foundation of Canada in their report, Securing 

Canada’s Place in Asia Means, Institutions and Mechanisms, where they noted “Bilateral 

relations [are] an essential base and participation in the regions multilateral institutions is 

an essential component.”
19

  A simultaneous Canadian bilateralist and multilateralist 

approach to Chinese engagement makes sense, especially since China has shifted from 

bilateral or unilateral handling of regional disputes and managing foreign relations, to 

multilateralism in its foreign policy.
20

  

 This paper will be broken down into three chapters, each separately examining 

Geopolitical, Economic and Military factors that affect Canadian foreign policy 

decisions.  Each will analyze on the effects of China’s rise on the current balance of 

power (as it relates to the chapter’s theme) and its impact on Canada. As each specific 

chapter subsequently builds upon the others, the conclusion chapter will provide the 

detailed summary of the paper and deliver a number of recommended Canadian Chinese 

foreign and domestic policy proposals to cover geopolitical, economic and military 

concerns. Additionally, this paper does not attempt to capture the exceptional complexity 

resident in the entire Asia Pacific and in order to provide focus it will concentrate on SE 

Asia where the majority of the regional multilateral organizations are centered.  

The first chapter, Geopolitical, will briefly examine Chinese soft power topics 

such as ‘peaceful rise’ and ‘Grand Strategy,’ and how these may impact Canadian foreign 

policies.  An overview of recent SE Asian history and the regional disputes will then be 

                                                 
19

  Ibid., 6.  
20

  Guoguang Wu and Helen Lansdowne, China Turns to Multilateralism: Foreign Policy and 

Regional Security (London: Routledge Press, 2008), 3;  Luiza Ch. Savage, “Ed Fast on Canada’s shift 

toward Asia, FTAs and exports of expertise” MacLean’s, October 10, 2012, accessed 2 March 2013, 

http://www2.macleans.ca/2012/10/10/on-canadas-shift-toward-asia-free-trade-agreements-and-exports-of-

expertise/  

 

http://www2.macleans.ca/2012/10/10/on-canadas-shift-toward-asia-free-trade-agreements-and-exports-of-expertise/
http://www2.macleans.ca/2012/10/10/on-canadas-shift-toward-asia-free-trade-agreements-and-exports-of-expertise/
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conducted, as these flare ups threaten stability and challenge Canadian commitments in 

the region. The role of regional forums such as the Association of South East Asian 

Nations (ASEAN), ASEAN Regional Forum (ARF), Asia Pacific Economic Cooperation 

(APEC), Trans-Pacific Partnership (TPP) and the East Asia Summit (EAS) in tempering 

these hot-spots will be included in the historical overview as will the increased global 

influence of these organizations, which warrants Canadian attention.  As Canadian 

economic prosperity is currently tied to the US and increasingly to China, the geopolitical 

impacts of the USA’s strategic pivot
21

 announcement at the end of 2011
22

 for Canada will 

be discussed. Additionally, the geopolitical chapter will examine Chinese internal 

political issues such as the new leadership’s direction and the effect of poverty, pollution 

and population growth on China’s next strategic steps. Finally, the importance of 

regionalism in helping to solve China and the SE Asian goals and Canada’s lack of 

commitment to the forums above will demonstrate why renewed effort is required by the 

Government of Canada. 

 The second chapter, Economic, will examine the foundations of China’s 

economic rise and the impact their newfound wealth will have for global governments as 

China seeks to invest mass amounts of foreign currency holdings.   

Specifically, this will look into the dangers of economic integration to include industrial 

espionage and state-owned enterprise/state influenced operations in Canada. This chapter 

                                                 
 
 
21

  US Department of State, “The Rebalance to Asia: Why South Asia Matters (Part 1)-  Testimony 

Joseph Yun Acting Assistant Secretary, Bureau of East Asian and Pacific Affairs Statement Before the 

House Committee on Foreign Affairs Subcommittee on Asia and the Pacific, Washington, DC 26 Feb 

13,”accessed 5 March 2013, http://www.state.gov/p/eap/rls/rm/2013/02/205208.htm.   
22

  Congressional Research Service, Pivot to the Pacific? The Obama 

Administration’s ‘Rebalancing’ Toward Asia (Washington: Congressional Research Service, 2012), 

accessed 3 March 2013,  http://www.fas.org/sgp/crs/natsec/R42448.pdf.   

 

http://www.state.gov/p/eap/rls/rm/2013/02/205208.htm
http://www.fas.org/sgp/crs/natsec/R42448.pdf
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will also focus on the shortcomings surrounding the Investment Canada Act and how 

these are effecting foreign direct investment decisions by China into Canada. In its 

conclusion, this chapter will highlight how Canada’s failure to recognize the link between 

Chinese geopolitical intentions and economic investment are causing public concern and 

why it is an area to be addressed in a Canada China policy. 

 The third chapter, military, will analyze how the Canadian Armed Forces can 

position itself to support Government of Canada’s geopolitical and economic objectives 

with China.
23

 This analysis will commence with a review of China’s economic boom and 

how it has fuelled great military growth
24

 and achieved newfound influence for China in 

SE Asia. Specifically, how they intend to use their newly acquired hardware to shape 

Chinese strategic goals and the reaction of neighboring SE Asian states will demonstrate 

that most of the military interaction in the region is maritime centric. As Canada is 

committed to international peace and security
25

 and SE Asia holds great economic 

importance to Canada, the role of Canada’s Navy in this marine centric environment to 

support government objectives through maritime diplomacy will be examined.
26

 This 

chapter will conclude with a proposal to use the Royal Canadian Navy as the vanguard 

                                                 
 

 
23

  Marko Babic, “Pacific Pivot Point,” Frontline Defence Journal (Issue 1, 2012), accessed 4 March 

2013, http://www.frontline-canada.com/downloads/12-1_PacificPivot_MarkoBabic.pdf.   
24

  Editorial, “The Dragon’s New Teeth,” The Economist, 7 April 2012, accessed 3March 2013,  

http://www.economist.com/node/21552193.   

 

 
25

  Department of National Defence, Canada First Defence Strategy (Ottawa: Canada 

Communications Group, 2008), 8, accessed 25 February 2013, http://www.forces.gc.ca/site/pri/first-

premier/June18_0910_CFDS_english_low-res.pdf.  
26

  James Manicom, “Canada’s Return to East Asia: Re-engagement through Maritime Diplomacy,” 

Centre for International Governance Innovation Policy Brief, no. 25 (February 2013), accessed 25 

February 2013, http://www.cigionline.org/publications/2013/2/canada%E2%80%99s -return-east-asia-re-

engagement-through-maritime-diplomacy.   

http://www.frontline-canada.com/downloads/12-1_PacificPivot_MarkoBabic.pdf
http://www.economist.com/node/21552193
http://www.forces.gc.ca/site/pri/first-premier/June18_0910_CFDS_english_low-res.pdf
http://www.forces.gc.ca/site/pri/first-premier/June18_0910_CFDS_english_low-res.pdf
http://www.cigionline.org/publications/2013/2/canada%E2%80%99s-return-east-asia-re-engagement-through-maritime-diplomacy
http://www.cigionline.org/publications/2013/2/canada%E2%80%99s-return-east-asia-re-engagement-through-maritime-diplomacy
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for Canadian military support to government engagement with China and SE Asian 

states. 

 The final chapter, the conclusion and recommendations, will summarize the major 

building blocks and obstacles that would influence a Canada-China policy. It will 

propose the cornerstone areas to be addressed in Canadian-Chinese policy from a 

domestic and foreign policy prospective. Specifically, it will demonstrate China’s link to 

SE Asian regionalism, the dangers surrounding its government influenced enterprises and 

finally its maritime military ambitions. By examining each of these issues and 

demonstrating the Government of Canada’s disconnect in addressing them as a whole 

vice individually, the need for a Canada Chinese foreign policy will be validated.  
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CHAPTER I – GEOPOLITICAL  

 

China is a big country, and other countries are small countries and that is just a fact. 

Yang Jiechi, Chinas Foreign Minister  

Speaking at ASEAN 2010 meetings
27

 

Introduction 

 Yang Jiechi’s message above used very few words, but it says much about 

China’s perception of where they now stand in the SE Asian regional order.
28

 This 

newfound Chinese confidence has been buoyed by their incredible economic rise since 

the 1990s, and the resultant shift in the balance of power in SE Asia has had a 

considerable effect on the regions geopolitics.
29

 Although economics has been 

springboard of China’s growth, geopolitics includes not just economics, but also the 

effects of geography and demography on the politics and especially the foreign policy of 

a state.
30

 China has the longest land borders not just in SE Asia, but in the world (14000 

miles).
31

 Unlike Canada whose sole border is shared with a stable partner, China borders 

14 countries with whom they have had complex relations including Vietnam,
 32

 North 

                                                 
 

 
27

  Editorial, “The Dragon’s New Teeth,” The Economist, 7 April 2012, accessed 3March 2013,  

http://www.economist.com/node/21552193.    
28

  Yong Deng and Fei-Ling Wang, China Rising – Power and Motivation in Chinese Foreign Policy 

(Maryland: Rowman and Littlefield Publishers Ltd, 2005), 9.  
29

  Amitav Acharya,  “Seeking Security In The Dragon’s Shadow:  China and Southeast Asia In The  

Emerging Asian Order,” Working Paper no. 44  (Institute of Defence and Strategic Studies  
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Korea,
 33

 Afghanistan,
34

 India,
35

  Pakistan
36

 and Russia
37

.  China has placed great effort 

on settling land border region disputes diplomatically over the last 20 years, for a variety 

of reasons including internal stability and economic prosperity, 
38

 which has allowed 

them to focus on the maritime geopolitics surrounding SE Asia. With 4300nm of 

coastline and claims to 12nm of territorial waters, 24nm of contiguous zones and 200nm 

of economic exclusion zones, China’s borders also extend to significant maritime 

regions.   Although their claims are mostly standard to the conditions of UNCLOS
39

, 

when the geography, and more importantly the overlapping claims and resources within 

are analyzed, geopolitics in SE Asia becomes exceptionally complicated.
40

 As noted by 

                                                                                                                                                 
 

 
32

  Marvin C. Ott,  “The Geopolitical Transformation Of Southeast Asia – Analysis”, Foreign Policy 

Research Institute (blog), February 13, 2013, http://www.eurasiareview.com/13022013-the-geopolitical-

transformation-of-southeast-asia-analysis/.  
33

  Jayshree Bajoria, and Beina Xu, “The China-North Korea Relationship,” Council for Foreign 

Relations (February 2013), accessed 26 February 2013, http://www.cfr.org/china /china-north-korea-

relationship/p11097.  
34

  Serafettin Yilmaz, “Afghanistan: China’s New Frontier?” e-International Relations (December 

2012), accessed 3 February 2013, http://www.e-ir.info/2012/12/19/afghanistan-chinas-new-frontier/;  Zhao 

Huasheng,China and Afghanistan- China’s Interest, Stances and Perspectives, (Washington: Center for 

International Strategic Studies, 2012), accessed 24 January 2013, http://csis.org/files/publication/ 

120322_Zhao_ChinaAfghan_web.pdf.   
35

  Zhōng- Yìn wàijiāo guānxì, “India-China Relations,” in Berkshire Encyclopedia of China, 

accessed 18 February 2013, http://www.apcss.org/wp-content/uploads/2010/PDFs/India-

China_Relations.pdf  
36

  Dr Noor ul Haq, “Sixty Years of Pak-China Diplomatic Relations (1951-2011),” International 

Prevention Research Institute, accessed 25 January 2013,  http://www.ipripak.org/factfiles/ff136.pdf.   
37

  Nicklas Norling, “China and Russia: Partners with Tensions,” accessed January 27 2013, 

http://www.silkroadstudies.org/new/docs/publications/2007/Norling_China_and_Russia.pdf
.   

38
  Micheal D. Swaine, “China’s Regional Military Posture,” in Power Shift: China and Asias New 

Dynamics, ed. David Shambaugh, 268 (Berkley: University of California Press, 2005);  Sudha 

Ramachandran, “China plays long game on border disputes,” Asia Times Online, 27 January 2012, 

accessed 4 February 2013, http://www.atimes.com/atimes/China/MA27Ad02.html. 
39

  United Nations General Assembly, Convention on the Laws of the Sea, (New York: UN, 1982), 

accessed 28 January 2013, http://www.un.org/Depts/los/convention_agreements/convention_declarations 

.htm#China Upon ratification, and https://www.un.org/depts/los/convention_agreements/texts/unclos 

/UNCLOS-TOC.htm.   
40

  Ben Blanchard, “Factbox: The South China Sea's Disputed Maritime Borders,” Reuters, 12 June  

2011, accessed 23 January 2013, http://www.reuters.com/article/2011/06/12/us-southchinasea -

idUSTRE75B0TY20110612.   

http://www.eurasiareview.com/13022013-the-geopolitical-transformation-of-southeast-asia-analysis/
http://www.eurasiareview.com/13022013-the-geopolitical-transformation-of-southeast-asia-analysis/
http://www.cfr.org/china/china-north-korea-relationship/p11097
http://www.cfr.org/china/china-north-korea-relationship/p11097
http://www.e-ir.info/2012/12/19/afghanistan-chinas-new-frontier/
http://csis.org/files/publication/120322_Zhao_ChinaAfghan_web.pdf
http://csis.org/files/publication/120322_Zhao_ChinaAfghan_web.pdf
http://www.apcss.org/wp-content/uploads/2010/PDFs/India-China_Relations.pdf
http://www.apcss.org/wp-content/uploads/2010/PDFs/India-China_Relations.pdf
http://www.ipripak.org/factfiles/ff136.pdf
http://www.silkroadstudies.org/new/docs/publications/2007/Norling_China_and_Russia.pdf
http://www.atimes.com/atimes/China/MA27Ad02.html
http://www.un.org/Depts/los/convention_agreements/convention_declarations%20.htm%23China%20Upon%20ratification
http://www.un.org/Depts/los/convention_agreements/convention_declarations%20.htm%23China%20Upon%20ratification
https://www.un.org/depts/los/convention_agreements/texts/unclos/UNCLOS-TOC.htm
https://www.un.org/depts/los/convention_agreements/texts/unclos/UNCLOS-TOC.htm
http://www.reuters.com/article/2011/06/12/us-southchinasea-idUSTRE75B0TY20110612
http://www.reuters.com/article/2011/06/12/us-southchinasea-idUSTRE75B0TY20110612


12 

 

Robert A Manning in the Asian Security Handbook – An Assessment of Political-Security 

Issues in the Asia Pacific Region,  

What happens in the South China Sea (Mischief Reef and Spratleys) should be viewed as 

a measure of how China defines itself both regionally and globally: will it integrate itself 

into the economic and political system or will it seek to write its own rules of the road. 
41

 

This was written in 1996 and the conflict surrounding Mischief Reef and Spratley Islands 

has yet to be resolved.
42

 As will be explained in subsequent portions of this chapter, 

although China appears to be using multilateralism in its approach to economics,
 43

 its 

political desires to integrate into South East Asia or “write its own rules” have yet to be 

confirmed as Chinese unilateral claims to 90% of the strategic and resource-rich South 

China Sea seem juxtaposed to ASEAN desires to deal with China as a bloc on this issue 

and seek multilateral solutions.
44

 

 The focus of this chapter will be how Canada can best position itself in SE Asia to 

ensure maximum engagement with China while recognizing the complicated geopolitics 

of the region. As noted in the introduction to this paper, Canadian engagement to date has 

failed to provide a focus for how to engage China, which is troubling in light of their 
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growing influence on Canadian economic health. As noted by Allan Rock, former 

Canadian Ambassador to the UN,  

If Canada wishes to maintain a strong international presence, it must find ways to bridge 

the ideological differences that constitute foreign policy challenges in its relationship 

with China in order to reinforce its relevance and its capacity to develop new Canadian 

markets in Asia.
45

 

 

Mr. Rock’s comments are reinforced by Charles Burton who notes that the main 

sociopolitical difference in the policy of political governments in Canada is the question 

of human rights,
 46

 and this has been the main stumbling point for the development of a 

foreign policy that would acceptable to both Canadian and Chinese governments.   In 

order to develop meaningful and mutually beneficial ties with China and the important 

SE Asia markets, it is vital to observe and understand the world from the Chinese 

geopolitical viewpoint.  To accomplish this, a view of the Chinese concept of Soft Power 

and Grand Strategy will be examined to understand how and why China interacts with 

other nations in the region. Next, an examination of the forums they are using to develop 

Chinese influence in the SE Asian region will be undertaken. These forums will be 

critical for Canadian strategies on Chinese engagement, and understanding how and why 

they are influencing the member countries of these organizations will help mitigate risk 

to Canada. In exploring the Chinese membership in these regional forums, external 

shapers such as the South China Sea territorial claims and US engagement in the region 
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(including their pivot) and internal shapers such as Communist Party politics, human 

rights, poverty, pollution and population growth will be analyzed to determine their level 

of influence on Chinese decision making and ramifications for the proper Canadian 

engagement avenue.  

Soft Power 

Soft Power - a persuasive approach to international relations, typically involving the use 

of economic or cultural influence.
47

  

Hard Power - a coercive approach to international political relations, especially one that 

involves the use of military power.
48

 

 There can be no doubt that Chinese influence is growing in South East Asia. What 

kind of influence China uses however, seems to depend on the end-state they are trying 

achieve and that makes Asian geopolitics difficult to decipher. Much has been made of 

their peddling of soft power to achieve a peaceful economic rise, while downplaying their 

military ambitions by “reinforce[ing] doctrines such as ‘no first use’ of nuclear weapons 

and the labeling of China’s military doctrine based on active defense.”
49

  David 

Shambaugh, in his book titled Power Shift- China and Asia’s New Dynamics, notes that 

China appears to be deviating from soft power in the political, ideological, pop-culture 

and media sense of the word. He argues that China increasingly is resorting to soft power 

through the “enunciation of [the terms] new security concept and strategic partnerships 

to fashion a new set of norms to govern interstate relations.”
50

 This notion has been 
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confirmed by numerous Chinese initiatives such as the 2011-2015 Plan of Action to 

Implement the Joint Statement on ASEAN-China Strategic Partnership for Peace and 

Prosperity,
 51

 the China-Africa Co-operation Forum development of strategic partnership 

enterprises,
 52

 the EU-Chinese strategic partnership
53

 and the Canada China Strategic 

Working Group
54

 to name a few. However, despite these soft power initiatives to advance 

strategic partnerships with the goal of fuelling Chinese economic growth, recent PLA and 

PLAN activities give rise to questions surrounding the soft power concept. As articulated 

by Dr. B.R. Deepak in his article From China’s ‘Peaceful Rise’ to ‘Peaceful 

Development’: The Rhetoric and More, the Chinese use the term soft power to imply  

“that China’s rise is not a threat to its neighbors and the world as a whole, and that China 

seeks to avoid conflict.”
55

 This thought was clearly enunciated in the 2011 Chinese White 

Paper where they indicate “that peaceful development is a strategic choice made by 

China to realize modernization, make itself strong and prosperous, and make more 

contribution to the progress of human civilization.”
56

  As will be expanded upon further 
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in the military chapter though, this soft power through peaceful development in South 

East Asia is contrasted by their actions such as,  

…with the Philippines over Scarborough Shoal; Chinese fishing vessels cutting the 

cables of Vietnamese Oil & Gas Group seismic ship in Vietnam controlled waters; 

announcing new rules for the region that authorize its police in the southern province of 

Hainan to board and seize foreign ships in the South China Sea; raising threats of conflict 

by establishing Sansha on Yongxing Island in the southernmost province of Hainan; 

threats to disrupt ONGC Videsh exploration in South China Sea and reiterating China’s 

‘indisputable sovereignty’ in the region; initiating a new passport design containing a 

map claiming the South China Sea and disputed areas along the Sino-Indian border; and 

even flexing economic muscle against the smaller neighbors in the region by banning 

their exports on flimsy grounds.
57

 

Any Canadian policy development with China must then consider and acknowledge the 

limitations of the terms soft power and strategic partnership, and the means China will 

use to achieve their desired end-state. As their power grows in the global context then, 

any policy development must look at how they interact with strategic partners in the 

region, and that this could signal how they will interact with other nations or strategic 

partners in the future. This could already be understood by the Government of Canada as 

noted by Paul Evans in his 2005 article entitled A Strategic Partnership with China: 

What's in a Name, where he highlighted, 

…The decision to elevate the [Canada-China] relationship to a ‘strategic partnership’ 

appears to have been taken only after President Hu’s  [2005 visit] . Both sides were quick 

to point out that the word ‘strategic’ is used in a commercial sense and does not include a 

military or security dimension.
58

 

This security caveat may be due to the sensitivities related to the existing Canadian-US 

security arrangements or it may just be an acknowledgement of the entry into a new 

phased Canadian-Chinese relationship. This does however raise the question whether 
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Canada can have a Chinese foreign policy that does not include a security facet? As will 

be explained below when regional forums are discussed, foreign policy must be created 

on the grounds of trust, the foundation of which is mutual security. Canada must consider 

whether the Chinese strategy is realpolitik
59

 at all costs which would require a foreign 

policy that includes security to ensure our national interests, or if the Chinese intention is 

purely the “progress of human civilization” which may allow for a foreign policy focused 

on commercial interests alone. Despite the use of agreeable strategic messaging to 

advance their soft power concepts, when China’s end-state changes their willingness to 

resort to military measures (or hard power) to enforce foreign policy cannot be 

discounted. When the past use of force with strategic partners and military buildup are 

considered, the notion of a Chinese strategic partnership and peaceful development must 

be met with a Canadian government strategy that includes all facets of diplomacy, 

including security.
60

 Paul Evans notes in his writing of Dancing with the Dragon that the 

current “strategic partnership is in fact an a-strategic partnership, very heavily focused on 

economic issues and without sustained attention to the major power shifts underway or 

the changing function and roles of regional and global institutions of which China is a 

part.” 
61

 However, this Canadian approach could be a conscious understanding of the 

Chinese Grand Strategy and only be focused on addressing the economic potential 

benefits for Canada as a mutually beneficial arrangement. As noted by Michael Swaine 
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and Ashley Tellis in Interpreting China's Grand Strategy - Past, Present, and Future, 

Chinese grand strategy since the end of the Cold War has been focused on “the 

acquisition of comprehensive national power derive[ed] from a continued reform of the 

economy without the impediments and distractions of security competition.”
62

 However, 

if China is using strategic partnerships and soft power for how they are engaging nations, 

any Canadian strategy must delve further into the why they making decisions that appear 

contrary to peaceful strategic partnerships and that act as impediments vice 

complementary to their Grand Strategy. 

Grand Strategy 

 “Mao Zedong’s first words on leading his victorious army into Beijing were: 

‘China has stood up.’
63

 But did they really? As noted by Marvin Ott in his article The 

Geopolitical Transformation Of Southeast Asia, Mao Zedong may have been militarily 

victorious, but it would take another 30 years and Deng Xiaoping’s economic and policy 

reforms of the late 1970’s for the dragon to truly gain its footing.
64

 To understand 

Chinese geopolitical intentions, it is best to look at a protracted time scale and conduct a 

review of their ‘Grand Strategy.’ Perhaps the clearest summary of their Grand Strategy 

came from Jeremy Paltiel in his article Canada in China’s Grand Strategy when he stated  

“China’s primary foreign policy objective is to assume a position as a global power 
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consistent with China’s traditional self-perception as a leading world civilization.”
65

 

Despite Swaine and Tellis’ hypothesis that China is acting through economic means to 

aide reform, they do acknowledge and support Paltiel’s theory of a desire for a global 

power state when they note that Chinese strategy consists of: 

a “calculative” streak which, though determined to prevent certain critical losses at all 

costs, is nonetheless characterized by an outward-oriented pragmatism designed to 

rapidly improve its domestic social conditions, increase the legitimacy of its governing 

regime, enhance its national economic and technological capabilities, and thereby 

ultimately strengthen its military prowess and improve its standing and influence in the 

international political order.”
66

 

 

This notion of China’s desire to rise to global power status was also noted by Zhang 

Yuling and Tang Shiping who indicated that this grand strategy is designed to “secure 

and shape a security, economic, and political environment that is conducive to China 

concentrating on its economic, social and political development."
67

 They highlighted that 

China’s Grand Strategy would come forward under four pillars including; making China 

a great power again, extorting Chinese political and ideological beliefs, practicing self- 

restraint in global engagements and finally acting as a great power and accepting 

interdependence as a fact.
68

 Most recently, in his report to the 17
th

 Party Congress, Hu 

Jintao stated China would approach international relations using the UN to promote win-

win international relations, develop balanced and mutually benefiting economic 

development, promote security focused on trust/cooperation for peaceful dispute 
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resolution and finally environmentally taking care of the plant together.
69

 As the initial 

stages of the grand strategy puzzle are falling into place from the mutually beneficial 

economic development, China is developing regional influence as a stepping ground for 

broader global power status. However, Wu Xinbo argues that China has “neither the 

material strength nor the genuine enough interest to play a role commensurate to its great 

power self-image.”
70

 Moreover, Xinbo notes that China’s real interest lies within its 

boundaries and to a lesser extent in the Asia Pacific region where developments may 

have a direct impact on the China’s national interest.
71

 This regional focus is likely to be 

China’s stepping stone to global power status and there are a number of forums China is 

using to exert influence on regional matters. If this is the case, and China is focusing on 

regionalism to support its rise and Canada wants to engage China on a broader front, than 

an understanding of regional organizations is required as they may provide the venue for 

Canadian and Chinese interaction.  

 

Regional Forms 

 South East Asian geopolitics are exceptionally complex and difficult to 

summarize. With thousands of years of human history and culture, wars and revolutions 

that have changed maps scores of times and 60% of the world’s population,
72

 determining 
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trends to help shape foreign policy decisions can be difficult. Additionally, with four 

constitutional monarchies (Cambodia, Malaysia, Thailand, and Brunei), four democratic 

constitutions (Indonesia, Philippines, Singapore and East Timor), two communist regimes 

(Laos and Vietnam) and one presidential system (Burma), diplomatic engagement 

requires tact and persistence to ensure success. As noted by Amitav Acharya in his book 

The Making of South East Asia – International Relations of a Region, domestic 

weaknesses within these states has produced a “convergence of political, economic and 

security predicaments [that resulted in] a view that regional cooperation [would be 

necessary] to cope with internal and external vulnerabilities.”
73

This notion of cooperation 

was supported by Micheal Leifer in his article Expanding Horizons in Southeast Asia, 

when he noted these vulnerabilities were tied to the times and as SE Asian nations 

grappled with their tumultuous transitions to independence
74

 and increasing fear of the 

spread of communism,
75

 in 1967 they created the Association of South East Asian 

Nations (ASEAN). Through the Bangkok Declaration, ASEAN’s goal has been “to 

accelerate their economic growth, social progress and cultural development…through 

joint endeavors …to strengthen the foundation for a prosperous and peaceful 
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community.”
76

  Since its inception, ASEAN has spawned
77

 a number of critical summits 

and forums, including ASEAN +3, the East Asia Summit (EAS),
78

 ASEAN Defence 

Ministers Meeting + 8 (ADMM+8),
79

 the ASEAN Regional Forum (ARF),
80

 and the 

Regional Comprehensive Economic Partnership
81

 with the goal of establishing political, 

security (human and physical), and economic cooperation in the region. As highlighted in 

figures 1 and 2, a number of forums are outliers to the ASEAN led processes, including 

the Asia- Pacific Economic Cooperation (APEC)
82

 and Trans-Pacific Partnership (TPP).
83
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China’s engagement with ASEAN has come in four primary forums; an ASEAN/China 

Free Trade agreement worth $298 Billion (with a 37% growth rate last year),
 84

 through 

its membership in the ASEAN + 3 (ASEAN countries with Japan, China and ROK), 

participation in the RCEP and finally through dialogue in the ASEAN Regional Forum. 

These engagements support the theory of Chinese regionalism as written by Miriam L. 

Campanella in China and Asian Regionalism in a Multi-Polar Global Economy who 

stated “China’s recent commitment to Asian regional governance, and its siding with 

emerging and developing economies, is crucial to Beijing’s strategic spatial strategy, 

which is to constrain rather than supplant the current global powers.”
85

 This notion of a 

grander strategy to regionalism was also supported by others, such as Robert G. Sutter, 

who indicated that this regional policy has been a secondary concern for Chinese 

leadership as they focus on higher priority domestic concerns and the rise of American 
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power in Asia.
86

 As will be discussed later in the analysis of the ‘American Asia Pivot,’ if 

China is increasing its regional presence as a either a hedge against American influence 

or a platform for its rise to global power status, it would be prudent for Canadian policy 

to engage in a regional strategy vice solely bilateral Canadian-Chinese relations if we 

want to influence interaction within SE Asia. This approach is supported by the Asia 

Pacific Foundation of Canada who indicates that Canada needs to broaden from a 

narrowly bilateral commercially focused emphasis to whole of government Asian 

engagement across a “set of bilateral and regional institutions, means, and 

mechanisms.”
87

 Amitav Acharya concurs with this idea and indicates in his article 

Engaging China and Enhancing Asian Cooperation: A Role for Canada, that Canadian 

engagement in SE Asian regionalism could support stability in the region and bolster 

Canada-China ties. Acharya suggests that Canada should use its comparative advantage 

in multilateralism which is centered on ideas, rather than in material power. He argues 

that Canada has a strong history in this area and should leverage such strengths as it has 

in the past with large contributions to human and cooperative security initiatives such as 

the North Pacific Cooperative Security Dialogue (NPCSD)
88

 and Canada-China Seminar 

on Multilateralism and Cooperative Security (CANCHIS).
89

 Moreover, he submits that 
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Canada should revive such efforts now and also engage China bilaterally and 

multilaterally to clarify terms such as ‘building a harmonious world or Tianxia’, ‘new 

type of relationship among the major powers’, ‘convergence of interests’ as they are 

causing apprehension and misunderstanding in the international community.
90

 Canada 

2020, a non-partisan think tank supports these arguments and further suggests that 

“Canada needs to establish itself at the heart of Asia as a hub nation, a facilitator and a 

source of new ideas, not just a traditional trading partner or resource provider.”
91

 

 As can be seen by Sutter, Acharya and Canada 2020 there are not just undertones, 

but serious questions on Canada’s commitment to the region. Brian Job, of the University 

of British Columbia, has suggested in his article Revitalizing Canada-Southeast Asia 

Relations:  The TAC [Treaty of Amity Cooperation] gives us a ticket … but do we have a 

destination? that “in Jakarta, Kuala Lumpur, Bangkok, Singapore and other regional 

capitals, Canada no longer appears on radar screens as an attentive and relevant 

participant in regional affairs.”
92

  This was confirmed by the Secretary General of 

ASEAN, Surin Pitsuwan, who when asked by the Globe and Mail about why Canada was 

denied entry into the ASEAN led East Asia Summit stated “The goodwill is there. The 

name is there. But you don’t see the sustained effort of trying to project it out,” [Canada] 
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is appreciated. But it’s not an active engagement that projects that quality out.”
93

 The 

possible reasons for Canadian disengagement was summarized in the book Canada 

Among Nations, 2009-2010: As Others See Us, when it was put forth that as the Cold 

War ended Washington saw ASEAN as more of strategic liability than asset and they 

restricted ties, and Ottawa followed suit.
94

 Additionally the authors argue that Canada 

reduced ties with ASEAN in 1997 because of Myanmar’s admission to ASEAN.
 95

  

Canada argued that Myanmar had a poor human rights record and this stalled 

Canadian/ASEAN cooperation.
96

 This non-official protest resulted in no meetings as part 

of the ASEAN-Canada Dialogue between 1997-2004, a period where China was on the 

rise and engaging ASEAN to start their free trade agreement talks.  In 2004 talks resumed 

and Canada is using the ARF and the ASEAN-Canada Dialogue
97

 as the platforms to 

coordinate with ASEAN, our 7
th

 largest trading partner.
 98

   

 In light of these diplomatic disagreements and despite our past engagement with 

ASEAN dating back to the 1970’s, using figures 1and  2 it is evident that Canada is 

absent from a number of key meetings and summits including the ADMM + 8 and the 

East Asia Summit. These two forums are important, as ADMM +8 focuses on 
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“cooperation in disaster relief, counter-terrorism, maritime security, peacekeeping, and 

military medicine”
99

 while the East Asia Summit deals with Asia’s  political, economic, 

and strategic issues.
100

  Canada’s absence in these high level meetings is a missed 

opportunity to be a player that could encourage China’s greater commitment to regional 

cooperation.
101

 Although Canada has strengthened our position to the ARF by appointing 

an ambassador to the forum in 2009,
102

   

the ARF has begun to evolve from a consultative and nonbinding discussion to a de facto 

ministerial meeting preparing the agenda for the EAS meeting. In fact, as regional 

security architecture develops in the Asia Pacific, it is likely that the ADMM + 8 will 

begin to play a similar ministerial role for defense ministers leading up to the EAS.
103

 

The issue is that if Canada is to engage China through regional forums, we must broaden 

our membership to the forums that China is a part of, including the EAS and ADMM+8. 

As the EAS is now seen as the premier summit for Prime Ministerial level discussions, 

and entry to the summit is controlled by ASEAN, it is essential for Canada to fully 

commit to the ARF and ASEAN-Canada dialogue in order to signal our commitment to 

the region and garner ASEAN leadership approval for our admission. Canada has started 

to signal our renewed interested in the region, not solely through the Ambassador 

assignment, but also in the creation of the Canada-ASEAN Business Council and in 

DFAIT’s new four pronged Canadian strategy for Asia, built on trade, security and 
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governance, following through on commitments and promoting Canadian values.
104

 

Canada has also signed on to the ARF initiative called the Treaty of Amity, which guides 

the conduct of nations in the forum (to which China signed in 2003) and advocates 

mutual respect, sovereignty, lack of interference in internal affairs, “settlement of 

differences or disputes by peaceful manner and finally renunciation of the threat or use of 

force.”
105

 Canada must continue these initiatives and show ASEAN we have staying 

power in Asia and are ready for EAS and ADMM +8 membership.
106

  

 The final area where Canada must use of regional organizations to engage China 

is in trade coordination. As underscored by the Asia Pacific Institute of Canada above, 

much of the focus between China and Canada has been on bilateral trade coordinated by 

China’s national foreign trade offices (culminating in the recently released Canada-China 

Economic Complementarities Study).
 107

 Since 1989, multilateral trade in Asia Pacific 

has been coordinated under the umbrella of Asia Pacific Economic Cooperation (APEC), 

to which Canada and China are members. Through its 1994 Bogor Goals,
 
APEC “leaders 

agreed to the common goals of free and open trade and investment by 2010 for 
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industrialized economies and 2020 for developing economies.”
 108

 The Bogor Goals was 

the start of APEC’s Free Trade Area of the Asia-Pacific (FTAAP), which was to reduce 

trade barriers to zero by 2010.
109

 However as of 2012, it has only reduced trade tariffs by 

50% vice the goal of 100%.
110

 Although 100% was ambitious, APEC’s FTA likely failed 

to meet its objectives because it uses consensus based decision making that has led to 

slow or incremental improvement over time, rather than major or immediate change.
111

 

The slowdown of APEC’s FTA indirectly led to the creation of two organizations that 

seek to harmonize trade coordination within Asia Pacific; the Trans Pacific Partnership 

and the Regional Comprehensive Economic Partnership (RCEP). The membership in 

each form has proven to be an area of divergence in SE Asian geopolitics and has proven 

to be divisive amongst ASEAN members.
112

 The US has coordinated the creation of TPP 

as a spin-off to the Asia Pacific Economic Cooperation forum that will “address new 

trade issues and 21st century challenges, exploring both tariff and non-tariff barriers to 

trade and investment, with the goal of facilitating the movement of people, goods, 

services, capital, and data across borders.”
113

 The RCEP was conceived though the 

ASEAN led EAS (and was formalized pre-US entry into the EAS).
 114

 Its goal is to 
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“achieve a modern, comprehensive, high-quality and mutually beneficial economic 

partnership agreement establishing an open trade and investment environment in the 

region to facilitate the expansion of regional trade and investment and contribute to 

global economic growth and development.”
115

 As noted above in figure 2, the RCEP and 

TPP have similar memberships with the exception of the US and China, where China is 

aligned with the RCEP and the US with the TPP. While the TPP is a rule based APEC 

spinoff that has the goal of eventually expanding to all APEC membership (including 

China),
116

 Laura Dawson of the C.D. Howe Institute explains that China may also favor 

the RCEP because:  

the new TPP agreement aims to cover goods and services, sanitary and phytosanitary 

measures, intellectual property, government procurement and competition policy – areas 

in which China would find it difficult to implement the kinds of rules, standards, and 

economic governance changes sought by the United States. These factors mean that 

China may favour more China-centric regional or bilateral relations over TPP 

participation.
117

 

This RCEP versus TPP membership discussion has proven polarizing in ASEAN,
118

 and 

Canadian engagement in the region must be aware of this. Canada’s connection to APEC 

gives us access to Chinese leadership in a multinational Asian forum, but we have chosen 

the TPP as our detailed coordinating avenue for trade with Asia.
119

 This decision makes 
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sense as the RCEP is primarily focused on coordinating the many existing ASEAN and 

bilateral trade agreements into a harmonized FTA under ASEAN leadership.
120

 This 

Canadian decision makes membership into the EAS and ADM +8 vital if we are to 

influence further ASEAN integration into the TPP, which may bring China to the TPP 

through further APEC expansions. This would benefit Canada as it would serve as 

regional and multilateral organization often break down trade barriers that bilateral 

discussions cannot.
121

 

 In summary, regionalism is one of the key themes in SE Asia and China is 

embracing it. Canada has used bilateral relations to establish an essential base, and 

participation in the region’s multilateral institutions will be an essential complement for 

further development. Entry into the EAS and ADMM +8 must be a top government 

priority.
122
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 Despite cooperation and improved mutual trust brought about by regional forums, 

tensions between SE Asian states have been on the rise over the past decade due to 

maritime territorial claims being made by bordering states. In particular, ownership of the 

Spratly and Paracel Island chains and Scarborough Shoal has set off a firestorm of 

diplomatic wrangling between surrounding nations.
123

 Brunei, Vietnam, the Philippines, 

Malaysia, Singapore and China have all claimed ownership to some, and in China’s case 

most, of the islands.  Although each disagreement could be a case study unto themselves, 

the quarrels boil down to three essential problems; oil, fish and great power rivalry.
124

 As 

the population of South East Asia grows, demand for resources to fuel development has 

increased and led nations to stake claims to the maritime regions which were found to be 

rich in oil in the 1970’s.
125

 Additionally, states can no longer hide behind ambiguous 

statements on their claims as their obligations under Article 76 of the UN Convention on 

the Laws of the Sea (UNCLOS see sub para 8)
126

 require them to provide the UN the 

definition of their continental shelf and baselines based upon equitable geographical 

representation. The result of this Article has been clear, but controversial, assertions on 

states ownership.
127

 Specifically, the demarcation of their territorial water (TTW) and 

continental shelf definitions have proved the most difficult as peaceful decisions on 

equitable geographic representation appears to depend on where you stand in the Asian 
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political power totem.  As can be seen in Figure 3 below,
 128

 Chinese claims overlap with 

numerous neighboring nations and this has involved China in no less than 61 disputes
129

 

with neighboring ASEAN countries. As fish and oil resources continue to be consumed 

and China’s soft and hard power in Asia grows, their willingness to exert diplomatic and 

military influence to gain control cannot be ruled out. 

 

 There are three primary concerns a conflict on the South China Sea could have for 

a trading nation like Canada. The first is economic consequences a disagreement could 

have on the global maritime shipping routes that helps fuel the world’s economies. With 

increased Canadian demand for value supply chains,
130

 Canadian trade has become much 

more interlinked to the material transfer and final goods assembly processes vice 
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traditional final goods trade transfer. What this means is that more goods are predicted to 

travel by sea over the coming years as materials are moved between countries with value 

being added at each stop before final delivery, where China is the critical hub.
131

 These 

goods will have to travel the already important Asian Sea Lines of Communications 

(SLOC) where $5.3 trillion worth of goods transit the South China Sea annually,
 132

 

including 15 million bbl (or about one-third of all seaborne oil)
133

 passing through the 

SLOC daily. As highlighted by the Shanghai Institute for Strategic studies, disruption or 

conflict in the region would have dramatic effect on the global economy as:  

The South China Sea is the second most used sea lane in the world, only next to the 

Mediterranean. Over half of the world’s super-tankers and commercial fleets (measured 

in tonnage), or over 40,000 various vessels, pass through the South China Sea annually. 

Tankers transiting through the Malacca Strait to the South China Sea are three times of 

those transiting through the Suez Canal or five times of those transiting through the 

Panama Cannel. The natural gas transiting through the South China Sea accounts for two-

thirds of the total volume of the gas trade of the world.
134

 

 

For Canada, the SE Asian region holds exceptional importance for our economic well- 

being. Although trade with the developing ASEAN market is only 1.2% and 1.7% of our 

annual exports and imports respectively, Asia Pacific accounts for 10% of exports and 

20% of imports.
135

 Moreover when it is considered that China accounts for 4% and 
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10.9% of that Asia Pacific trade
136

 (and growing), that upwards of 90% of global trade 

travels by sea,
137

 and 9 of the 10 busiest ports in the world are either on or border this 

SLOC,
 138

 the stability of the South China Sea is geopolitically important the world and 

thus Canada.    

The second concern South China Sea instability presents to Canada is that 

numerous Canadian resource companies are active in the region
139

 and this may impact 

their operations. This apprehension has been justified recently, as seen by Calgary based 

Talisman energy that have almost 50 per cent interest in the areas shown in figure 4, 

through its partnership with PetroVietnam.
140

 These same blocks, which were issued by 

the Vietnamese government, are known as WAB-21 in China and were awarded to the 

Creston Energy Corp., by the Chinese Government. 

Figure 4 
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As a result of the conflicting claims, while conducting seismic energy soundings for 

PetroVietnam, the Talisman contracted vessel Viking II was rammed by Chinese 

maritime patrol ships who attempted to cut the exploration cables.
141

 With Talisman 

having conducted $200–230 million in exploration in 2012 and oil extraction planned for 

2013, the Canadian Government is faced with a tough choice.  As SE Asian countries 

become potentially emboldened with American support, the risk of clashes may increase 

if China loses hope and shelves its peaceful rise policy.
142

 Canada will have to decide it 

will risk its strategic and economic interests with China for those in the SCS.  Chen and 

Caouette, in their article China's South China Sea Policy and its Implications for 

Canada: Claims, Strategies and Consequences, suggest that “Canada should remain 

neutral regarding the disputes and actively promote joint development of SCS maritime 

resources. Encouraging Sino–Vietnam cooperation in contested blocks is crucial to 

prevent a conflict that could implicate Canadian interests.”
143

 Although the ASEAN 

Regional Forum provides one venue for discussion on this topic, membership in the EAS 

and ADMM +8 would provide Canadian Government representatives with the higher 

level venues to foster cooperation.   

 The third and final concern in the South China Sea has to do with the potential 

settlement of each countries overlapping claim. As all coastal states of SE Asia are 
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signatories to UNLCOS, under article 76 they must submit to the UN Commission on the 

Limits of the Continental Shelf (CLCS) their continental shelf boundaries.
144

 As ASEAN 

states submitted their claims to the UN, China was outraged with the claims of Vietnam, 

the Philippines
145

 and Malaysia and they protested that these were claims to Chinese 

territory.
146

 In the case of the Philippines, China is upset because Manila is pushing for 

arbitration of the Scarborough Shoal dispute through the UN despite being signatories to 

the Declaration on the Conduct of Parties in South China Sea, which suggests parties use 

bilateral solutions vice a multilateral institution like the UN.
147

 This has led to China’s 

refusal to submit to arbitration and reiterate their claims to the South China Sea, despite 

the fact that the arbitration tribunal will go forward even without China’s participation.
148

 

Whether China accepts and complies will be another matter or as noted by Greek 

historian Thucydides “the strong do what they can and the weak suffer what they 

must.”
149

 This would have significant impact on UNCLOS legitimacy and limit the 

distribution of wealth if major powers choose to ignore it. However, China needs 

UNCLOS to assert their control over military activity in their EEZ and they will likely 
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use soft power backed by hard power coercion to ensure ownership of the continental 

shelf they claim. It is reasonable to assume however, that they are unlikely to win all of 

their claims as other countries
150

 will require access to the oil and fish to meet the 

equitable geographic representations section within UNCLOS.
151

 The result, either by 

arbitration or force, will result in a “looser” who will require access to resources like oil 

and fish which Canada has in relatively “stable” quantities. Moreover, the number two 

and three consumers of oil in the world are China and Japan respectively, and by 2030 

most of the “Asian oil fields will be already matured and over-drilled, which confirms 

their dependence on global oil supplies would likely continue to rise.”
152

  

 Canada stands to lose a great deal of opportunity in SE Asia if we continue to 

engage the region in a fragmented manner.  Given the potential economic losses for 

Canadian corporations due to territorial disputes and the budding demand for resources, 

the importance of a strategic policy must be taken into account. As will to be further 

discussed in the military sections, SE Asia is a maritime expanse made up of islands and 

rocks separated by water. The sheer volume of trade that plies the South China Sea, the 

oceanic nature of the exploration and the economic impact of the territorial water 

disputes should at least push the Canadian Government into supporting greatly increased 

naval engagement with South China Sea countries. This would help open strategic 

political dialogue and show a genuine interest in the region. Before Ottawa demands this 
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of the Navy however, they will need to clarify Canada’s geopolitical alignments so the 

messaging is consistent. 

     USA Pivot 

 Since the 1785 visit of Consul Samuel Shaw to China,
153

 the US has had an 

interest in Asian geopolitics and the Chinese and American relationship has developed 

“to become the most significant and complex bilateral state-to-state relationship in the 

global order."
154

 The US position has seen a number of changes in recent years as a result 

of economic slowdowns, but “given the enormous stakes it has [in SE Asia], both in 

strategic and commercial terms…Washington has strengthened its alliances with Tokyo, 

Seoul, Canberra, and formed closer partnerships with Hanoi, Manila, Jakarta, and New 

Delhi, through arms sales, joint military exercises, and basing and training 

arrangements.”
155

 The primary motive for the Obama Administration’s pivot to Asia has 

come about from China’s rise.
156

 In particular they believe that “US foreign policy, 

national security and economic interests lie in Asia.”
157

 Canada on the other hand has 

“not reshaped its [SE Asian] alliances nor made any concomitant shift in our grand 
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strategy outside the immediate economic portfolio.”
158 

 This view was supported by 

Daniel Poon in his article A Pivot To Asia? Canada’s ‘Real Globalization when he 

highlighted that,  

After decades of Canada following a comfortable economic strategy that placed access to 

the US market at its core, pulling off a pivot to Asia, and to China in particular, will need 

more than catchphrases; it will need a serious strategic analytical rethink by Canadian 

policy-makers.
159

 

But before Canada develops any comprehensive policy for engaging China, one must 

determine if this means that we too are conducting a pivot or just furthering our influence 

in the region to enhance our well-being. The US pivot has primarily been focused on 

providing a defensive counterweight to China
160

 and taking advantage of the growing 

Asian markets.
161

 For Canada, its relatively small military establishment would not be 

able to achieve any strategic counterweight to China compared to ASEAN and US forces. 

However, as noted by Iffat Rahman in her article Canada Needs to Also Make the Pivot 

To Asia, our pivot should be focused more on soft influence rather than hard power 

counterweight. She suggests Canada should take advantage of our upper hand in trade 

provided by natural resources, promote ourselves as mediator for tensions in the region as 

we have never been a colonial power and this is attractive to ASEAN nations, support 
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Canada’s long-standing reputation on good governance and seek an advisory role in 

assisting ASEAN in constructing treaties and laws, and finally endorse Canada's banking 

system and foster the opening branches in ASEAN which would provide a leeway to a 

strong Canadian banking presence in Southeast Asia.
162

 While these are critical avenues 

to further Canada’s profile in Asia, using or announcing the term pivot would not likely 

to be beneficial, as a turn away from any share Canada currently holds in global markets 

would greatly impact its economy compared to larger EU and Asian nations. This is 

likely being taken into account by the current Canadian government as they continue to 

foster Canadian/US trade while concurrently concluding a complex EU/Canada Free 

Trade Agreement. It is important to note that while they accomplish these economic 

avenues with traditional partners, they are expanding the ‘third option’ to Canadian 

Foreign policy that was proposed by Pierre Trudeau in the 1970s, represented by Asia.
163

 

So while Canada is not announcing a pivot in the same way as the US, our increased 

focus on SE Asian trade and engagement with the ARF appears to acknowledge the 

importance of the region to Canadian prosperity moving forward.  

Challenges 

  Internal Shapers 

                                                 
 
 
162

  Iffat Rahman, “Canada Needs to Also Make the Pivot To Asia,” Atlantic Community (blog), 

March 20, 2013, http://www.atlantic-community.org/-/canada-needs-to-also-make-the-pivot-to-asia.  
163

  Fen Osler Hampson and Derek Burney, “Forget Europe — the Real Prize is an Asian Trade 

Pivot,” Centre for International Governance Innovation, 22 April 2013, accessed 1 May 2013, 

http://www.cigionline.org/articles/2013/04/forget-europe-%E2%80%94-real-prize-asian-trade-pivot.  

http://www.atlantic-community.org/-/canada-needs-to-also-make-the-pivot-to-asia
http://www.cigionline.org/articles/2013/04/forget-europe-%E2%80%94-real-prize-asian-trade-pivot


42 

 

 In a country with the longest land borders and over 20% of the world’s 

population, there is an exceptional amount of internal pressures that shape Chinese policy 

decisions. A few of the most important geopolitical issues that are influential on Chinese 

strategy are the political personalities making decisions, poverty and pollution. As the 

Chinese Communist Party has confirmed new leader Xi Jinping to replace Hu Jintao, 

many are wondering if China is on the verge of a positive new policy shift that would see 

relations with the ASEAN partners and the West improve. Certainly in many circles, Xi 

Jinping is seen as more engaging than his predecessor Hu Jintao, but he admits
164

  there 

will be internal challenges to change the direction the country is heading, especially when  

his two predecessors (from two different camps-Jintao and Zemin) are still alive. Despite 

Mr. Jinping’s desire to solve “the problems among party members and cadres of 

corruption, bribes [acceptance], being out of touch with the people, [and] undue emphasis 

on formalities and bureaucracy,”
165

 it may be a too difficult given the power remaining 

with surviving party members.  However, as noted by Mark Mackinnon in the Nov 15
th

 

Globe and Mail,  

“Mr. Xi is more Westernized than previous Communist Party bosses. He has fondly 

recalled the family in Iowa he stayed with on a 1985 trip to the United States…and the 

couple’s only daughter studies under a pseudonym at Harvard University.”
166

 

This may be the positive messaging required to help dull the impacts of America’s pivot. 

As the increased US interest has raised eyebrows in China, any communication that helps 
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extend political olive branches may work in China’s Information Operation (IO) 

campaign to soften the CCP’s image.
167

 Internally, Mr. Jinping is facing issues that all 

governments are grappling with when he noted that "Our people... yearn for better 

education, stable jobs, more satisfactory income, greater social security, improved 

medical and healthcare."
168

 The scale of these matters however is entirely different when 

speaking about China. Mr. Jinping is dealing with population growth that is adding 

approximately 30 million people (or the population of Canada) to the populace every 36 

months. This comes with exceptional challenges for government when faced with tough 

decisions about social welfare issues in a communist society versus economic growth and 

military ambitions. As Chinese manufacturing sectors grow, so too does the pollution that 

they produce and this poses serious health concerns in a country as densely populated as 

China.
169

 It has been assessed that China possesses twenty of the top thirty most polluted 

cities in the world and that the Chinese government “often disregards environmental rules 

over economic growth.”
170

 The costs to the economy in terms of health problems, crop 

failures and water shortages
171

 have already become critical issues and the “Chinese 

government estimates that there are over 300 million people drinking unsafe water made 

so by chemical and other industrial contaminants.”
172

 With an abundance of natural 
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resources, a wealth of green building talent
173

 and a declining work force available to 

required ratio, Canada  and China can work together to help ease these internal pressures 

through trade of oil to fuel the Chinese economy, providing expertise on sustainable 

building practices and finally through mutually beneficial immigration to Canada. 

Summary 

 This chapter has touched on a number of Chinese geopolitical issues that should 

be at the fore of any Canadian Chinese Foreign policy decisions. In particular, increased 

cooperation with ASEAN to garner membership into the EAS and ADMM +8 and 

facilitating cooperation on South China Sea territorial claim issues will help raise 

Canada’s diminished profile in SE Asia. Canada also must acknowledge the incredible 

internal strife that population growth and pollution will have on China and focus our 

bilateral efforts to helping China solve these problems. As noted in the introduction, to 

make a calculated long term plan other essential factors need to be considered before 

making recommendations and these include the impact of China’s military and economic 

policies. Economics will now be examined. 
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CHAPTER II – ECONOMIC  

 

When we say that Canada is open for business, we do not mean that Canada is for sale to 

foreign governments.
174

 

Prime Minister Stephen Harper 

 

Introduction 

 China’s economic rise has been well published and statistics from the 

International Monetary Fund,
 175

 World Trade Organization
176

 and Organization for 

Economic Cooperation and Development
177

 all point to the fact that China, vice the 

United States, will soon become the world’s largest economy.
178

 Over the last 10 years 

alone, the United States has seen its share of world GDP drop from 23% to 19.5% while 

over the same period China has observed a rise from 8% to 14.5%.
179

 With these trends 

predicted to continue, the Chinese economy will likely surpass the United States by 

2016.
180
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As noted in this paper’s introduction, the United States is Canada’s largest trading 

partner and the decline in the US share of global GDP has had an effect on Canada. Since 

2002, our global GDP percentage has dropped from 2.07% to 1.799% in 2012. While this 

percentage decline can be partially attributed to the concurrent rise of states like Sudan, 

Brazil and India, Canada has mostly suffered from stunted export demand to the United 

States that has come about from the world financial crisis. While Canada’s GDP as a 

percentage of the world’s total have dropped, its economy has continued to grow, just at 

lower rates than the rest of the world (exception 2009).
181

  This Canadian growth, in a 

period where many Western governments saw decline, has been primarily accomplished 

by three means; government initiatives such as tax cuts and stimulus packages,
 182

 a 

strong banking sector that insulated Canadians from the subprime mortgage crisis in the 

USA
183

, and a diversification in export market destination.
184

 This third factor is the most 

important area for Canadian Government economic foreign policy consideration. As 

Canada has diversified investment and exports to reduce risk that has come about from 

the decreased US demand, exports to China have seen a 50% growth rate since the 2007-
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2009 world financial crises.
185

 As noted earlier in this paper, this is happening concurrent 

to the Conservative government foreign policy shift with China where an aggressive 

human rights agenda has been replaced with economic cooperation initiatives.
186

 This 

highlights the reality that a Canadian foreign policy for China must be driven from the 

requirement to support our economic requirements.  

This chapter will focus on the economic aspects of a China policy in light 

of its growing stature. In particular, the chapter will conduct a brief overview of 

economic cooperation to date and analyze current Canadian/Chinese economic 

initiatives (and the controversies surrounding them). Next the impact of China’s 

astonishing 7-8% growth rates will be examined, in particular the concerns 

associated with China’s desire to invest large holdings of foreign capital in 

Canada to secure resources and fuel industrial development. Finally, the 

shortcomings of the Investment Canada Act with respect to Chinese State Owned 

Enterprise (SOE) operations in Canada will be analyzed. In the conclusion to this 

chapter, the key economic policy issues for Canada will be highlighted before 

moving to the military foreign policy analysis.   
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Current Economic Relationship 

 Chinese trade is important to Canada. The Sino/Canadian economic relationship 

is at an all-time high when an analysis is conducted of the dollar value of trade between 

the two nations. China is now Canada’s fastest-growing trading partner in the world with 

“bilateral merchandise trade totaling $50.8 billion.”
187

 Although official Canadian and 

PRC relations only started 40 years ago under Prime Minister Trudeau, since that time 

the nature of the relationship has moved rapidly from initial diplomacy, to the granting of 

General Preferential Tariff status,
188

 to talks on establishment of  a free trade 

agreement.
189

 Although human rights transgressions have been a major sticking point in 

political dialogues, the value of economic trade between the two nations has continued to 

grow. With over six of the largest trade missions being conducted in the late 1990s to 

early 2000s, Prime Minister Chretien and his ‘Team Canada’ delegations certainly laid 

the groundwork for the upsurge in trade.
190

 Most recently, Chinese acceptance into the 

World Trade Organization was led by the CCPs adoption of free market style economic 
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policy implementation.
191

 With their reception into the WTO completed in December 

2001,
192

 the scale of Chinese growth exploded as they harnessed their large population 

and established a manufacturing base that would provide the core driver for rapid 

urbanization and infrastructure development.
193

  

Since 2001, foreign direct investment from China into Canada has also expanded 

with a 36 fold increase.
194

  In 2009, leaders from Canada and China have been keen to 

further this cooperation and stimulate these numbers with supporting policy 

documentation. With the 2012 release of the Canada-China Economic 

Complementarities Study, Canada and China have defined seven key areas of economic 

interest including; “agriculture and agri-food, clean technology, machinery and 

equipment, natural resources and derived products, services, textiles and related goods 

and finally transportation infrastructure and aerospace.”
195

 Although all areas of the study 

are of importance, natural resources and derived products are the most economically vital 

to Canada as they represent almost 50% of Canadian exports,
196

 and generate 11.5% of 

GDP.
 197

 With China’s rapid growth fuelling increasing demands for resources, they have 

become the world’s second largest raw material importer. However, despite almost 30% 

annual bi-lateral growth in resource trade since 2001, Canada remains China’s 16
th
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largest supplier of natural resources, providing only 1.9% of total Chinese demand.
198

 

This represents an incredible growth market potential for Canada as they are the 3
rd

 

largest trader of natural resources in the world. This market development requires 

significant support from policy, and our last strategy release was in 1996 with The 

Minerals and Metals Policy of the Government of Canada - Partnerships for Sustainable 

Development.
 199

 In 1996, China/Canada trade was valued at just over $7 billion dollars
200

 

and China was Canada’s fourth largest trading partner.
 201

 Since that time, China has 

surged to be Canada’s second largest trading partner and the world’s second largest 

economy, which should warrant another look at this policy. As an initial stepping stone, 

the two governments have signed a Memorandum of Understanding
202

 for natural 

resource dialogue, but the lack of policy is one of the key shortcomings in our current 

relationship. As noted by the Canadian International Council in their study The 9 Habits 

of Highly Effective Resource Economies, foreign governments would have a much better 

understanding of why “potential investments are refused if the reasons are be public and 

transparent,”
203

 and made on the basis of policy.
204

 Additionally, they recommend that 

this could be done if  
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The federal, provincial, and territorial governments collaborate on a national blueprint for 

resource development that identifies the gaps to be filled — including in infrastructure, 

environmental protection, trade diversification, education and immigration, technology, 

and supporting sectors.
205

 

 

Although some protection is already given to the Canadian taxpayer from the Investment 

Canada Act,
 206

 where reviews of foreign takeovers worth over $330 million are 

mandated,
 207

 a coherent China policy would allow Chinese investors greater 

understanding of the factors being considered in such reviews. This will be expanded 

upon further in the dangers of foreign investment with China section of this chapter.   

The final development in the Sino-Canadian economic relationship to be reviewed 

is the recent negotiations to establish a Foreign Investment Promotion and Protection 

Agreement between China and Canada. Although it is awaiting ratification, this FIPA is a 

“bilateral agreement between states with the intent to merely protect and promote 

investment by assigning legally binding rights to both parties in foreign investment 

matters.”
208

 A FIPA is different from a free trade agreement (FTA), such as NAFTA, in 

that FTAs eliminates barriers to trade in goods and services, whereas  a FIPA assigns 
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investors rights. This is good for Canadian business in that it will allow Canadian 

investors in China similar rights to domestic competitors in its vast market. It has, 

however, been greatly contested in Canada, with the most vocal critic being Gus Van 

Harten who notes that “all the other FIPAs Canada has signed is with countries that don't 

invest in Canada [and] in this treaty, it's fair to conclude that Chinese investment in 

Canada is very likely to outstrip significantly Canadian investment in China."
209

 There 

are many significant risks associated with this FIPA in that it is in effect for 31 years 

(whereas NAFTA can be terminated within 6 months), “Chinese asset-owners in Canada 

will be able to challenge Canadian legislative, executive, or judicial decisions outside of 

the Canadian legal system and Canadian courts (including provincial environmental 

laws)”
210

 and finally “taxpayers are being put at risk of huge payouts to corporations who 

make aggressive use of the investor-state dispute resolution mechanisms included in 

these agreements. ”
 211

 While these are important concerns for Canadians, it should be re-

emphasized that both governments have preserved the right to regulate in the public 

interest,
212

 which Canada would do under the Investment Canada Act.  
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 In sum, Sino-Canadian trade continues to grow despite diplomatic hiccups over 

differing political views. As China’s demand for resources grows to fuel their ascent to 

the world’s largest economy, the Canadian government must put in place Canadian 

policy and legislation that will protect Canadian resources and industry. Although some 

argue that the current FIPA is turning Canada into a resource colony,
213

 the vast market 

potential of China as its wealth rises will see great domestic Chinese consumerism and 

demand for goods and services where Canadian businesses can take advantage.
 214

 While 

the FIPA will grant Chinese business owner’s rights within Canada, their acquisition of 

large portions of critical Canadian resources and industry will be governed by the 

national interest and net benefit clauses in the Investment Canada Act which adds safety 

for Canadians but ambiguity for investors.
215

 Clear bounds on the limits of foreign direct 

investment from China, especially State Owned Enterprises (SOEs), and how these 

Canadian clauses and tests will be applied would be excellent additions to any China 

policy. This will now be expanded upon in the dangers of investment poised by China’s 

international investors and acquisitions by state owned enterprises.     
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Chinese Growth and Dangers to Canada 

While the vast majority of foreign investment in Canada is carried out in an open and 

transparent manner, certain state-owned enterprises (SOEs) and private firms with close 

ties to their home governments have pursued opaque agendas or received clandestine 

intelligence support for their pursuits here.
216

 

CSIS 2010–2011 Public Report  
 

 Canada possesses one of the stronger economies in the world and is governed by a 

democratic government that shapes trade policy via legislation to balance the 

requirements of free market procedures with national industrial and societal benefit.  

China on the other hand is in a precarious position of balancing CCP led
217

 

“macroeconomic activism with the goals of global monetary order and open international 

trade.”
218

 As noted above, this activism by the Chinese government is the most 

significant economic factor that allowed them to weather the financial crisis of 2007-

2009. Where Western economic growth averaged -.4%, China surged forward at 11%, 

mostly as a result of a large government stimulus package which blunted the effects of 

falling exports to foreign markets.
219

 The result has been Chinese annual GDP growth is 

predicted to propagate at the 7-8% range which has been powered by two factors; trade 

surpluses and sizeable foreign direct investment into China. These are important as they 

cumulatively provide the Chinese industry and enterprises exceptionally large amounts of 

foreign funds to invest in overseas markets and resources. The amount of funds available 

                                                 
 

 
216

  Department of Public Safety – Canadian Security Intelligence Service, “2010–2011 Public 

Report,” accessed 2 May 2013, https://www.csis.gc.ca/pblctns/nnlrprt/2010-2011/rprt2010-2011-eng.asp.  
217

  Bertelsmann Stiftung, “China Country Report,” (Gütersloh: Bertelsmann Stiftung, 2012), accessed 

3 May 2013, http://www.bti-project.de/fileadmin/Inhalte/reports/2012/pdf/ BTI%202012%20China.pdf. 
218

  Rosemary Foot and Andrew Walter, China, The United States and Global Order (New York: 

Cambridge University Press, 2011), 80.  
219

  Yu Yongding, “China’s response to the global financial crisis,” East Asia Forum (blog), 24 

January 2010,  http://www.eastasiaforum.org/2010/01/24/chinas-response-to-the-global-financial-crisis/.  

https://www.csis.gc.ca/pblctns/nnlrprt/2010-2011/rprt2010-2011-eng.asp
http://www.bti-project.de/fileadmin/Inhalte/reports/2012/pdf/BTI%202012%20China.pdf
http://www.eastasiaforum.org/2010/01/24/chinas-response-to-the-global-financial-crisis/


55 

 

is staggering, valued at over $3 trillion dollars in 2011.
 220

 Most of these funds, as noted 

above, have been derived from trade surpluses which have grown from $34 billion in 

2004 to $262 billion in 2007 and Foreign Direct Investment into China amounting to $1 

trillion in 2010(with financial sectors included).
221

 In order to manage such a large source 

of investment funds, in 2007 the Chinese government created the Chinese Investment 

Corporation (CIC) which is a wholly state-owned company under the Company Law of 

the People’s Republic of China. Its mandate is to invest a sizable portion of the 

aforementioned $3 trillion dollars’ worth of foreign exchange reserves.
222

 Although just 

one of a few Chinese sovereign wealth funds, CIC has attempted to portray itself as a 

passive institutional investor focused on returns, not boosting state influence.
223

 

However, Chinese state owned subsidiaries motives for investment destinations have 

often been called into question.
224

 In his analysis of China’s ‘Go-Global’ policy, Duncan 

Freeman summarizes that China’s SOE focus has been towards “obtaining raw materials 
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that China lacks, stimulating sales of goods by Chinese enterprises, and raising their 

R&D and technology capacity.”
225

 

For Canada, this ‘Go-Global’ policy through SOE’s represents an opportunity and 

a threat.
226

 Natural resource development costs money. While some argue that Canada 

has the sources of funds available to finance these industries,
227

 the large amount of 

Chinese capital requiring investment, the Chinese need for natural resources to fuel 

development and jobs created for the Canadian economy point towards a natural net 

benefit.  However, when dealing with enterprises that are under the control of or report to 

the Chinese Communist Parties, a question arises whether they are “cutting off other 

buyers from access to world supply or helping to multiply suppliers and expand 

competitive access to the world resource base.”
228

 While these impact the global supply 

markets at the high end of economics, the focus of this section will be the recent concerns 

surrounding Chinese investment in Canada including foreign ownership over large 

portions of Canada’s natural resource sector and foreign intelligence operations 

surrounding Chinese SOE’s in Canada.   

These foreign ownership and intelligence concerns have led to a number of 

controversial businesses cases in Canada. In 1985 the Canadian Government created the 
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Investment Canada Act (ICA), and the legislation establishes a review process for 

“significant investments in Canada by non-Canadians in order to ensure such benefit to 

Canada.”
229

 It had its first large test in 2004, when Chinese SOE MinMetals attempted to 

purchase Canada’s largest nickel and zinc mining company Noranda Inc.
230

 At the time 

great debate surround the fact that “Minmetals had no shareholders...and this would be 

the nationalization of a private company by a branch of government."
231

 This was the first 

large SOE that was subject to the ICA and the deal eventually fell through because of 

Canadian political influence had suggested if a deal was reached, it would not likely pass 

through because of Canadian political concerns over Chinese government human rights 

abuses.
232

 More recently, the net benefit or national interest clause
233

 of the ICA was 

applied to BHP Bilton Ltd’s proposed $40 billion dollar takeover of Potash 

Saskatchewan.
234

 While not an SOE, this deal failed as it was determined not to meet the 

net benefit clause of the ICA,
235

 which includes the “effect of the takeover on 

employment, technology development, productivity, competition, and national 
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policies.”
236

  While BHP Billiton accepted the government’s decision, the ICA and 

continuing ambiguity surrounding the net benefit clause have proven polarizing in 

Canada.
237

  Additionally, China’s interest in the BHP Billiton deal and potential influence 

in the decision was troubling to Canadians, as allegations of Chinese cyber espionage 

targeting the Toronto law firms handling Billiton’s case
238

 intensified public opinion on 

natural resource takeovers. In the wake of this was the China National Offshore Oil 

Corporation’s (CNOOC) proposed $15.1 billion takeover of Calgary based Nexen Inc. 

This deal saw Chinese SOE CNOOC acquire a huge share of the world’s third largest 

crude oil reserve in Long Lake Alberta.
239

  This controversy surrounding the sale led to 

Prime Minister Harper stating 

Canadians have not spent years reducing the ownership of sectors of the economy by our 

own governments, only to see them bought and controlled by foreign governments 

instead…Foreign state control of oilsands development has reached a point at which 

further state control would not be of net benefit to Canada…[future takeovers would] 
only [be approved] in an exceptional circumstance.
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As China looks to invest further invest its foreign capital, these kinds of messages 

may “unduly limit investment in Canada and reduce Canadian access to an important 
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source of global capital, jobs, technologies, and supply chains as well as the ability of 

Canadian individuals to participate in the managerial networks that these firms create.”
241

 

The Government of Canada needs to ensure that resource development funding continues 

while protecting Canadian interests. Philippe Bergevin and Daniel Schwanen in their 

paper Reforming the Investment Canada Act: Walk More Softly, Carry a Bigger Stick 

suggest that the onerous net benefit test should be replaced with a national interest test 

that would  

reverse the onus and require the federal government to show that a foreign investment 

was contrary to Canadian interests in order to block a particular transaction… as this 

would demonstrate that the government no more intended to intervene in a private 

transaction involving foreigners than it would in a transaction involving Canadians in 

similar circumstances.
242

 

 

The Government of Canada acknowledged changes to the ICA are required and in 

May 2012 they proposed that only the most significant investments are subject to ICA 

review (by increasing the review threshold to $1 billion from $330 million), 

strengthening the enforcement mechanisms in the legislation, and increasing transparency 

of the review process.
243

 Additionally, they changed the definition of an SOE to  

not only those entities that are owned by a foreign state, but also entities that are 

influenced directly or indirectly by a foreign government. The updated SOE Guidelines 

require all SOE investors to demonstrate their commitment to transparent and 

commercial operations and the extent of influence by the foreign state
244
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 While these changes signal to SOE’s that Canada welcomes FDI,
245

 it falls short 

of Bergevin and Schwanen’s recommendations of onus of proof. However, by clarifying 

state involvement in business transactions and signaling no further SOE ownership of 

Canadian oilsands, Chinese SOE’s have a clearer roadmap for investment in Canada. The 

government should now work on the definitions of net benefit
246

 as this is the primary 

criteria for acceptance/rejection of FDI in Canadian resources.
247

 While the controversies 

surrounding resource takeovers primarily are concerned with the net benefit test, others 

are subject to the national security regulations in the ICA.
248

   

As noted by sub section 7, sub para d of the ICA National Security Review of 

Investments Regulations,
 249

 the Canadian Security Intelligence Service (CSIS) is an 

investigative body that can review SOE outward direct investments into Canada before 

they are approved. Recently two Chinese telecommunication SOE’s, Huawei and ZTE 

attempted bid on major Canadian government telecommunications projects.
250

 The bids 
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were denied on the basis of a national security exemption that was likely influenced
251

 by 

US intelligence reports that suggested  

these companies are influenced by the state, or provide Chinese intelligence services 

access to telecommunication networks, the opportunity exists for further economic and 

foreign espionage by a foreign nation-state already known to be a major perpetrator of 

cyber espionage.
252

 

 

This was supported in the 2011 Annual Report by CSIS which highlighted   

when foreign companies with ties to foreign intelligence agencies or hostile governments 

seek to acquire control over strategic sectors of the Canadian economy, it can represent a 

threat to Canadian security interests. The foreign entities might well exploit that control 

in an effort to facilitate illegal transfers of technology or to engage in other espionage and 

other foreign interference activities.
253

  

 

The proposed investment by SOE Huawei and Canadian decision to deny the bid 

highlights a disconnect from the Throne Speech of 2010 which noted its “intention to 

open Canada's doors further to foreign investment in key sectors, including the satellite 

and telecommunications industries, giving Canadian firms access to the funds and 

expertise they need.”
254

 This commitment was further highlighted in Budget 2010, which 

stated that "increasing foreign investment is an important way of strengthening market 

competition and attracting new capital and innovative ideas from abroad."
255

 Although it 

could be argued that the denial based on the national security regulations of the ICA via 
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CSIS proves that the system works by not imposing undue industrial regulation, a 

communication of what industries are subject to these clauses would be beneficial.
256

  

The CNOOC and Huawei deals were eventually resolved with the ICA and its net 

benefit and security clauses. However, throughout these deals the Government of Canada 

was under significant pressure as both agreements were in politically sensitive sectors of 

the economy as they relate to resources and telecommunications. With economic 

espionage through cyber means costing the Canadian economy between $50-100 billion 

per year,
257

 and China being identified as a critical threat to Canada through cyber 

warfare and industrial espionage
258

 it is likely that all future Chinese SOE ODI into 

Canada will be subject to the net benefit and security clauses.
259

 Additionally, as noted by 

Theodore H. Moran in his paper Chinese Foreign Direct Investment in Canada: Threat 

or Opportunity?,  Canada could draw lessons for national security exemptions from US 

experience through the 1988 Exon-Florio Amendment . This was the US exploration of 

risks presented by foreign ownership of US corporations and essentially categorized FDI 

threats in three categories 

“Threat I” consists of acquisitions that would make the home country dependent upon a 

foreign-controlled supplier that might delay, deny, or place conditions on the provision of 

goods or services crucial to the functioning of the home economy (including the 

functioning of the defense industrial base).  

“Threat II” consists of acquisitions that would allow the transfer to a foreign-controlled 

entity of technology or other expertise that might be deployed by the entity or its 

government in a manner harmful to the home country’s national interests.  
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“Threat III” consists of acquisitions that would enable the insertion of some potential 

capability for infiltration, surveillance, or sabotage – via a human or non-human agent – 

into the provision of goods or services crucial to the functioning of the home economy 

(including, but not exclusively, the functioning of the defense industrial base).
260

  

 

If the Canadian government adopted these threats, combined them with their new ICA 

SOE definition (direction and influence) and provided a clear mandate for the Chinese 

directors of SOE’s to prove they do not fall into one of these categories before investment 

approval, it would help alleviate political pressure on Ottawa.  

Summary 

China represents both a significant market opportunity for Canadian investment 

and their large sums of foreign capital could help fuel the Canadian business. With 

Industry Canada and the Chinese Ministry of Commerce working to focus areas for 

future cooperation through the Canada-China Economic Complementarities Study, both 

countries acknowledge that mutually beneficial supply and demand relationship exists.
261

 

The recent signing of a FIPA to foster protection of investors is a positive first step 

towards formalizing the rules that will surround bi-lateral trade.  However, trade with 

China has proven that it is not without risk.
 
Given the concerns of clandestine operations 

being conducted by SOE’s in Canada,
 262

 the importance of the ICA and its net benefit 

and security clauses cannot be underestimated. If future trade deals are to be reached 

between Canada and China, particularly where SOE’s are involved, communications 
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channels between Beijing and Ottawa must be open and the level of direction or influence 

clear.
263

 Moving forward Canada must make an assessment of the risk posed by SOE’s 

and weigh it against the increasing influence existing Chinese trade is having on the 

Canadian economy. While Canada will maintain the US as our closest and largest trading 

partner,
 264

 it is acknowledged that we must diversify to manage risk. However, our lack 

of overarching policy for SE Asian regional engagement and dithering on Chinese SOE 

operations may signal Canada as an undesirable location for investment. Essentially, 

Canada must come to grips with a rising regional and economic China that does not 

always play by the rules. The final chapter, military, will now present the final leg of 

Canadian policy gap focused on contending with China’s exceptional military buildup 

and shifting of US military assets to SE Asia. It will emphasize the need for a congruency 

between Canadian geopolitical, economic and military policy to ensure Canadian 

interests are supported. 
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CHAPTER III – MILITARY 

 
Leaders must adjust to a changed international security environment and ensure that 

national ends (policy), and military ways (concepts of operation) and means (capabilities) 

are balanced enough to enable Canada’s ability to play a pivotal role in its own 

immediate sphere of interest.
265

 

Introduction 

As the world moves towards a ‘Pacific Century’ the military must contribute to the 

security of those we wish to do business with in SE Asia.
266

 The US, our largest trading 

partner, recognizes this through their recent announcement of an “Asia Pivot” and 

intention to rebalance major portions of their military might to focus on a rising China.
267

 

While the US diplomatic and military efforts are primarily focused on economic recovery 

and ‘managing’ China’s challenge to the US regional hegemon,
 268

 the Canadian 

approach is focused on reestablishing our presence in region. 
269

 As highlighted in the 

previous two chapters, the Harper Government recognizes the importance of diversifying 

our economy and that China and SE Asia will be critical to our future financial stability. 

Moreover, the Prime Minister recently stated that “Canada is a maritime nation, a 

maritime nation with trade, commerce and interests around the world. Surrounded as we 

are by three oceans, it can truly be said, that Canada and its economy float on salt 
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water.”
270

 With an increasingly large portion of our trade being Asian centric, the security 

of this region is therefore important to Canada. As highlighted in the geopolitical chapter, 

there are a number of significant challenges to peace and security in SE Asia that are 

primarily concerned with overlapping territorial claims. As argued by JN Mak in his 

paper titled Sovereignty in ASEAN and the Problem of Maritime Cooperation in the 

South China Sea, conflict in the region is primarily focused on maritime territorial 

boundary disputes as the land borders were resolved through ASEAN acceptance of 

colonial handover through uti possidetis juris (title to territory – As you possess so shall 

you possess).
271

 As China is on the rise and has made controversial claims to the majority 

of the South China Sea,
 272

 this chapter will focus on maritime security issues and how 

Canada can position itself to help de-escalate the tension in the region. Specifically, as 

the Canada First Defence Strategy lists leadership in international operations as one of 

the six core missions, the government seeks entry into key regional forums such as the 

EAS and ADMM +8,
 273

 and the disputes in the region are maritime focused, specifically 

how the Royal Canadian Navy can be the used by the Government of Canada to support 

strategic policy will be the key thrust of this chapter.  
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China’s Military Rise 

Observers believe that China’s military modernization effort, including its naval 

modernization effort, is increasingly oriented toward pursuing additional goals, such as 

asserting or defending China’s territorial claims in the South China Sea and East China 

Sea; enforcing China’s view—a minority view among world nations—that it has the right 

to regulate foreign military activities in its 200- mile maritime exclusive economic zone 

(EEZ); protecting China’s sea lines of communications; protecting and evacuating 

Chinese nationals in foreign countries; displacing U.S. influence in the Pacific; and 

asserting China’s status as a major world power.
274

 

China’s military has been growing at an exceptional rate, with current trends 

suggesting their defence expenditures could overtake the US by 2035.
275

 While China has 

had a large standing army for many years, the focus of the recent defence expenditures 

has been on naval modernization to support their Anti-Access/Area Denial (A2/AD)
276

 

capacities surrounding the first and second island chains.
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Since the 1985 Chinese policy entitled “offshore defence” was released, many in 

China believe that ownership of the seas surrounding the first island chain and influence 

over the second island chain is a “right of China”
278

 based on historical claims.
 279

 These 

assertions of ownership over large portions of the South China Sea are not solely based 

on a desire to control rocks and small uninhabitable islands, they are grounded on the 

Chinese need for oil and balance in the US/China Strategic power struggle.
280

  

As recently as 2010, the Chinese White Paper outlined that PLA Navy (PLAN) 

will enable these claims by “accelerating the modernization of its integrated combat 

forces and enhancing its capabilities in strategic deterrence and counterattack while 

develop[ing] its capabilities in conducting operations in distant waters.” 
281

 The PLAN 

equipment acquisition efforts to support these goals have primarily been focused in three 

primary thrusts; carrier aviation, nuclear submarines and anti-ship missiles such as the 

DF-21.
282

  The introduction of the aircraft carrier LIAONING into the PLAN may seem 

trivial when it is noted that China is the last member of the Security Council to possess 

one and it hardly outweighs the balance of US carrier power available through the Nimitz 

class. However, China is rising and with deep pockets to fund further military growth, the 

carrier acquisition sends a message to neighbors that the PLAN has arrived as a world 
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class navy.
283

 Although the DF-21 and nuclear submarines are more of a threat to the US 

presence in the region than a carrier,
284

symbolically the Liaoning represents a regional 

power projection tool in a navy that is ready to flex its military muscle in support of 

regional, vice global, interests.
285

  

This buildup has caused concern amongst China’s neighbors,
 286

 particularly those 

with competing claims to the South China Sea.
287

 Although great economic cooperation 

exists between China and ASEAN,
 288

 China’s buildup is causing their economic allies to 

seek a regional security balance through increased alignment with the US.
289

 The United 

States recognizes this and in a report to the US Congress titled U.S. Force Posture 

Strategy in the Asia Pacific Region: An Independent Assessment, it is recommended that 

given China’s use of military power to further its claims in the South China Sea the US 
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must further develop a “comprehensive set of relationships in the region and a 

commensurate force posture to discourage any attempt to alter the strategic 

equilibrium.”
290

 As noted by Secretary of State Hillary Clinton in America’s Pacific 

Century, the security aspects of the pivot will be focused on “strengthening bilateral 

security alliances… engaging with regional multilateral institutions …and forging a 

broad-based military presence.”
291

 As the US military expands its presence in SE Asia, 

China believes that this “does not help to enhance mutual trust and cooperation between 

countries in the region, and could ultimately harm the common interests of all 

concerned.”
292

 With tension between China and the US,
 293

 China and its ASEAN 

neighbors,
 294

 and inter-ASEAN states rising,
 295

 the resolution of maritime territorial 

border disputes is a key security concern. Canada has a role to play in moderating the 

exchanges between SE Asian states.
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Canada’s Security engagement in SE Asia 

 Canada’s participation in SE Asian maritime territorial security dialogue is not a 

recent initiative. Beginning in the early 1990’s, the Canadian International Development 

Agency (CIDA) sponsored track two
297

 diplomatic efforts through a series of workshops 

entitled “Managing Potential Conflicts in the South China.”
298

 The goal of these 

workshops was to “foster functional cooperation and leave aside the thorny issue of 

sovereignty,”
299

 while helping to develop policies.” These workshops happened 

concurrent to the federally sponsored track two efforts undertaken by the Council for 

Security Cooperation in the Asia Pacific (CSCAP),
300

 whose focus is to encourage Asia 

Pacific inclusiveness on “security issues and challenges facing the region through the 

organization of working groups that would provide policy recommendations to various 

intergovernmental bodies.”
301

  

 As noted by Robin Fraser in his paper Track Two Diplomacy –A Distinct Conflict 

Prevention Category, track two work is important as many participants in the ARF have 

indicated that formal track one efforts have not been a source of security innovation.
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Despite the contribution these two informal working groups had in garnering Canadian 

good will in the region,
 303

 the lack of long term federal interest and vision in Asia 

manifested itself again as funding for both groups has stopped. Citing lack of “progress to 

move beyond dialogue and get specific projects underway,”
304

 the notion of the 

Government of Canada losing interest in Asia appears to be founded. Moreover, when it 

is noted that one of Canada’s six key foreign policy goals is to increase Canada’s 

economic and political engagement in Asia through deepened partnership with the 

Association of Southeast Asian Nations (ASEAN) and operationalization of the ASEAN 

Connectivity Fund
305

 government actions and policy appear fragmented. A return of 

funding to these two organizations would support the operationalization of connecting 

with ASEAN informally, however formal track one engagement is also required if 

Canada is to have a role in formal SE Asian maritime security dialogues. 

 Canadian international diplomacy has seen a changing structure in recent years. 

The Department of National Defence (DND) has risen to become a leading, if not, the 

leading department in the Government of Canada’s foreign affairs tool box.
306

 DND has 
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signalled its intentions to help solidify the relationship with China by developing ties  

with the Chinese military upon which dialogue and trust can be built.
307

 In a recent track 

one meeting with his Chinese counterpart, the Minister of National Defence raised the 

issue of conflict in the South China Sea and “called upon [his] colleague to work more 

constructively with other countries, including Canada and internationally, in moving 

towards a more rules-based forum and mechanism,
 308

 including submitting to arbitration 

through UNCLOS to solve sovereignty claims.
309

 This notion of a rules based approach 

to solving South China Sea disputes is supported by the track two work of Ian Townsend-

Gault, a member of the Maritime Working Group of CSCAP who argued “that 

ratification of UNCLOS implies that a state is willing to set aside historical claims in 

favor of UNCLOS methods for defining the extent of a nation’s claim. He urged states to 

draw baselines and justify their claims based on clearly accepted international 

precedent.”
310

   

 However, China has responded to these calls by stating such issues should be 

resolved “under the Declaration on the Conduct of Parties in the South China Sea (DOC) 

that [declares] disputes relating to territorial and maritime rights and interests be resolved 
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through negotiations by sovereign states directly concerned therewith.”
311

 It is this 

bilateral push by China that has caused nations to increase defence procurement of naval 

capabilities and hedge with the United States out of fear of China’s rising economic and 

military clout.
312

  This was acknowledged by Minister MacKay at the International 

Institute for Strategic Studies meetings known as the Shangri-La Dialogue, where he 

noted “the incipient development” of blue water navies in support of strategic and 

economic interests.
313

 Further to this, he reiterated to the wider SE Asian members 

Canada’s commitment to the rules based principles of engagement, security architectures 

and governance mechanisms and noted specifically indicated the Canadian Armed Forces 

ability to contribute to maritime security,
314

 which could further Canada’s trade 

interests.
315

  

 As international peace and security is a pillar of the Canada First Defence 

Strategy (CFDS) and the Government of Canada has indicated its desire to further trade 

and cooperation with China and Asia, addressing the destabilizing effect of maritime 

insecurity should be a key thrust of the Canadian Forces, in particular the Royal Canadian 

Navy supported by the Royal Canadian Air Force and Canadian Army.
316

 This maritime 

insecurity is not solely as a result of overlapping claims, but it also has to do with “non-
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traditional security concerns: piracy, drug trafficking, the illegal movement of people and 

weapons, illegal fishing, and smuggling, all of which have maritime dimensions.”
317

 

  James Boutilier, a senior advisor to Canada’s Maritime Forces Pacific, indicates 

“that the RCN can telegraph its national and naval resolve in this quintessentially 

maritime region through naval diplomacy and appropriate contributions to regional 

security.”
318

 The challenge for DND is how to define an “‘appropriate contribution’ in the 

region that is in line with our interests and the expectations of regional actors.”
319

 One of 

the first steps to enabling reassertion of credentials in the pacific
320

 has been there recent 

establishment of an operational support hub in Singapore.
321

 This operational support hub 

will help enable RCN deployments across the Pacific and provide a key repair and 

maintenance period (RAMP) node that permits extended deployments. With limited 

resources in MARPAC
322

 and lengthy transit times to the SE Asia theatre, the operational 

support hub concept enables all other theatre activity, including routine and contingency 

ops in support of foreign policy.
323

 The deployment of warships “has great symbolic 
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value, as they are the only military units recognized under international law as legal 

extensions of their parent state and this quality provides government with a highly 

effective means to signal its interest in a region and build confidence and relationships 

with other nations.”
324

 James Manicom in his article Canadian debates about China's 

rise: Whither the “China threat”? concurs with the notion of confidence building and 

suggests that in an era of growing naval spending and numerous maritime flashpoints,
 325

 

Canada could play a key role through maritime diplomacy. He suggests that as the US is 

legislatively prohibited from exercising with the Chinese Navy, Canada could lead bi-

lateral and multilateral non-US exercises to build confidence of China and her neighbors 

in Canada as a bridge - builder.
326

  Moreover, the near continuous presence of a Canadian 

warship in SE Asia will increase government awareness of what is happening in the 

region, “increase operational and environmental knowledge, build defence and political 

relations, develop interoperability, project own reach and capability and portray national 

interest, intent and industry.”
327

  Additionally, as noted by Rear-Admiral Bob Davidson 

of the Royal Canadian Navy in his paper titled Modern Naval Diplomacy – A 

Practitioner’s View, Canada’s first response to virtually every war and serious 

international crisis has been the deployment of maritime forces.
328

 By having a forward 

deployed presence, the Royal Canadian Navy would be ready to respond quickly to crisis 
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in the South China Sea and could provide a government platform of moderation, if 

required.   

Summary 

In summary, Canada is promoting a rules-based society in South East Asia 

through the various forms and summits to build predictable norms of behavior.
329

 With 

the main source of tension in the region surrounding maritime territorial disputes, Canada 

hopes that this messaging will garner us a seat at the EAS and ADMM +8. By declaring 

our role as an honest broker with a past history of goodwill will, Canada is hoping to 

reopen doors that have been shut through lack of engagement. In order to do so, track one 

and two diplomatic efforts must not only be espoused by Canada, they must be 

recognized by China and SE Asian states. With tensions between longtime ally the 

United States and newfound economic partner China increasing, Canada finds itself in a 

precarious position. As highlighted in sections above, conflict in the region would have 

significant economic impacts for Canada, therefore promoting security in the region 

would help alleviate concerns surrounding our questionable history of engagement in 

Asia and serve our own economic interests. With the government indicating its desire to 

operationalize its ASEAN fund, track two establishments such as CSCAP and the 

Managing Potential Conflicts in the South China Sea workshops should be given priority 

for funding as they are both oriented towards resolving the primary source of unease in 
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the region. Track one diplomatic efforts should be focused on maritime engagement with 

the PLAN and ASEAN states through bilateral and multilateral defence dialogues, the 

conduct of joint exercises and demonstration of diplomatic commitment through 

Canadian warship visits to Chinese and Asian ports of call. This will not only help relieve 

our economic concerns, it will ease the perceived alienation of China given the increased 

US presence and garner credibility for our geopolitical and economic diplomacy as we 

will not be seen to be an extension of the United States.
330

 By increasing Canada’s formal 

and informal security and military cooperation with China and SE Asia, defence 

diplomacy would be directly supporting the national imperative of taking a more active 

role in the region.
331
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CHAPTER IV – CONCLUSION AND RECOMMENDATION 

Let it be said of Canada and of Canadians that we saw the crisis; that we did act; that we 

took risks; that we were loyal to our friends and open with our adversaries; that we lived 

up to our ideals; and that we have done what we could to lift the shadow of war.
332

 

Pierre Elliott Trudeau 

House of Commons, 

February 9, 1984  

 There is little doubt that globalization has gripped the world’s economies into a 

tighter fist. As our financial markets and supply chains become more intertwined in free 

market conditions, a state’s diplomatic efforts can have a great effect on a nation’s 

economic well-being.
333

 Canada has never been a unilateral world power, but instead has 

relied on diplomacy and multilateralism to ensure our middle power interests are 

represented. With our prosperity being tied to our geographic neighbor who is in the 

midst of financial uncertainty, Canada has diversified its trade to remain resilient. With 

market growth in China and Asia predicted to far outpace developed economies,
334

 the 

government of Canada has recognized this as a critical avenue for exploitation.  

However, China’s rise to pre-eminence on the global economic stage has caused some 

unease as the CCP’s direction of state owned enterprises operations in overseas 

markets
335

 is divergent to free market norms. Specifically, SOE clandestine operations in 
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the cyber realm to support industrial espionage and Chinese state foreign policy goals 

places host nation governments in a difficult position when trying to implement a 

coherent foreign policy. China has attempted to quell these fears by shifting their foreign 

policy from Mao’s isolationism to regional engagement.
336

  Multilateralism in SE Asia 

has primarily been focused on ASEAN who have created a number of preeminent forms 

and summits to discuss issues concerning the region. Canada has had past success in 

diplomatic efforts with ASEAN states either through the ARF or APEC. However, our 

entry into the main defence ministers meeting (ADMM +8) and head of state level 

engagements (EAS) have been denied, primarily because of failure to demonstrate 

consistency in our regional presence. Although it could be argued that our economic 

successes point to this being addressed, diplomacy is more than economics. If Canada is 

succeed in addressing the impacts of China’s rise, it must develop a coherent foreign 

policy that addresses not only economics but also investment policies surrounding SOE’s 

and more importantly it must be take into account China’s new regional approach.  

This regionalism is succeeding for China on the economic front, however clashes 

with neighbors and the United States over maritime territorial claims have caused SE 

Asian states to increase defense cooperation with the United States to counter China’s 

growing regional hegemon status.  As China represents an ever increasing portion of 

Canada’s trade, stability in SE Asian waters is important to Canadians and the health of 

our economy.  However, without an overarching policy that directs government of 

Canada engagement with China, defence planners will have difficult time understanding 
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how to approach Chinese ambitions in the South China Sea. Recent announcements by 

the Canadian Defence Minister are pushing for a rules based approach to solving the 

disputes and this attempt of moderating the exchanges between SE Asian states could be 

supported by increased track two efforts and deployment of Royal Canadian Navy 

maritime forces to SE Asian waters. This forward presence, supported by increased 

infrastructure in Singapore would demonstrate support to the rules espoused by the 

Treaty of Amity Cooperation  (TAC) and demonstrate Canadian commitment to 

regionalism in SE Asia. These efforts would hopefully result in favorable admission to 

the ADMM +8 and EAS where the Government of Canada could further their track one 

goals.  

In summary, Canada is without an overarching policy that addresses the realities 

of China’s grand strategy. As China’s economic rise has fuelled increased ODI activities 

in foreign countries through SOE’s, Canada’s lack of clarity surrounding the Investment 

Canada Act has paralyzed decision makers in Ottawa who are attempting to balance 

Canadian opportunities in Asia while providing some control over precious natural 

resources. Any Canadian foreign policy with respect to China, must first address how 

Canada will confront SOE investment into critical Canadian economic sectors while 

balancing national security concerns. Additionally, as China continues to rise in the 

Pacific Century, Canada will need a venue for dialogues. As China has signalled increase 

use of regional forums to further their economic rise, the failure of the Canadian 

Government to garner representation at the summits must be addressed. As admission 

authority into the key events is held by ASEAN leadership, efforts must be made to 

increase our perceived lack of presence in the region. As the Department of National 
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Defence has risen to become a key foreign policy outlet for the Government of Canada 

and one of the main concerns of ASEAN states is maritime security, the increased 

deployment of Canadian Naval forces would aid government admission efforts. This 

naval thrust could also support Canada and China’s strategic partnership announcements, 

by providing the missing security element of the policy. Finally China represents 

opportunity and danger for Canadians and if our efforts are not guided by a well thought 

out whole of government policy, we risk marginalization in SE Asia and present 

ourselves as ambiguous and risky Chinese investors. A coherent Canadian Chinese 

geopolitical, economic and military policy must be developed to ensure Canada’s 

influence on global affairs as a middle power remains relevant as China and SE Asia rise. 
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