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ABSTRACT

Tensions and competitive rivalry underpinning the Sino-American
bilateral relationship has led to an increasingly turbulent and uncertain
international environment. The scramble to avoid a binary choice
between the United States or China has influenced several small
and medium powers to adopt a Hedging foreign policy. But what
does Hedging imply? What are its characteristics and how does one
distinguish between Hedging and other types of foreign policies? In
an increasingly interconnected and interdependent world, connectivity
and amity with all great powers is essential for the survival of
small and medium powers. Many scholars agree that Hedging is a
preferable foreign policy option in this milieu because it facilitates
close partnerships with great powers. However, it is imperative that
clear boundaries are established between Hedging and other foreign
policy approaches which also underscore friendly relations. Vague and
catch-all definitions which solely accentuate “connectivity” and “robust
relations with all great powers” undermine the analytical rigour of
scholarship on foreign policy and cast a shadow of doubt regarding the
meaning and characteristics of this approach. To this end, this article
conducts a review of how Hedging has been defined and applied by
scholars. By doing so, it helps distil the key attributes of Hedging and
contributes to scholarly efforts to develop a precise definition of a
Hedging foreign policy. The surveyed data for this research is largely
restricted to secondary literature on the foreign policies of Southeast
Asian and South Asian States.
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The Definitions and Application of Hedging

In their introductory article “Hedging in International Relations: An introduction”,
John Ciorciari and Jiirgen Haacke raise an important concern in relation to the foreign
policy strategy referred to as Hedging. They argue that existing definitions forwarded by
scholars “stretches the idea of hedging too far” to “encompass any strategy that mixes
cooperative and self-protective elements” (2019, p. 370). Owing to a surge in its usage
among the foreign policy community, it is imperative that this contested concept and its
constituents are perspicuously understood. “Hedging” was originally employed to explain
the risk contingency measure of investing in more than one party to offset potential loss. The
idiom “hedging one’s bets” for example, describes the action of protecting one’s investment
by supporting more than one possible result or both sides in a competition. The term, as
conceptualized by International Relations scholars, did not significantly depart from the
original explanation and was chiefly applied to explicate the foreign policies of Southeast
Asian states (He & Li, 2020, p. 3).

Tectonic shifts occurring in the international domain as a result of China and the
United States entering into a “new era of great power competition” has become one of
the defining features of the 21st Century. Ann Marie Murphy contends that in this milieu,
Hedging emerges as an expedient foreign policy strategy for most Southeast Asian countries
owing to the “economic incentives offered by China” and the disincentives created by U.S.
pressure to protect democratic practices and human rights (Murphy, 2017, p. 165). Despite
Beijing’s aggressive behaviour in the South and East China seas, Southeast Asian leaders
remain reluctant to adopt an assertive balancing foreign policy with the United States
against China. Similarly, a fear of abandonment, exploitation and over-reliance on China
prevents Southeast Asian states from bandwagoning with Beijing. Scholars tend to agree,
therefore, that most, if not all, Southeast Asian states adopt a Hedging foreign policy.

The principal indicators of Hedging in this scholarship include:

» strengthening of the military without a declared adversary, chiefly through the U.S.
anchored bilateral hub-and-spoke system;

* increased participation in bilateral and multilateral cooperation networks;

» absence of firm balancing or bandwagoning; and

» simultaneous improvement in relations with the two great opposing powers (Jackson,
2014, p. 333).

Engagement with opposing powers is highlighted as a hallmark of a Hedging foreign
policy in Fiori and Passeri’s study of Myanmar’s external relations in which they discuss at
length how Myanmar cultivated a robust diplomatic and economic relationship with Beijing
while, at the same time, welcoming and encouraging Washington’s growing engagement in
the region. Hedging, in their view, is a

set of multidimensional insurance and engagement policies adopted by small actors

in their relations vis-a-vis great powers that avoids the choice of one side at the

obvious expense of another as well as one more straightforward policy stance such

as in the case of classic balancing or bandwagoning. (2015, p. 683)
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Goh offers a somewhat similar argument. She contends that Hedging is a strategy
where “engagement policies are pursued at the same time as indirect balancing policies”
(2006, p. 1). Indirect balancing policies involve countering the target state’s ability to
constrain the subject state (or the state adopting the Hedging posture) through “defense
strengthening or through building diplomatic, economic and political relationships with
third states or organizations that can be converted into leverage against the target state when
relations deteriorate” (p. 1).

Others simply see Hedging as a bundle of opposite and deliberately ambiguous
policies vis-a-vis competing great powers, aimed at maintaining a fall-back position (Kang,
2007, p. 53). A Joint U.S. - Korea Academic Studies publication amends this parsimonious
description by adducing several core traits of a Hedging foreign policy:

» not taking sides among competing powers

» adopting opposite and counteracting measures

+ using mutually counteracting acts to preserve gains and cultivate a fall-back position
(Rozman, 2015, p. 2).

In their treatment of Hedging in South Asia, Lim and Mukherjee interrogate the
behaviour of South Asian states and conclude that these states engage in “contradictory or
counteracting policy” postures (2019, p. 495). To them, Hedging is a foreign policy that
has utility in the face of actual or potential threats from either of the two competing powers
as well as in the absence of the same. However, a drawback in this study is the authors’
inability to adequately provide examples for contradictory and counteracting policies in
state behaviour, particularly with reference to Sri Lanka’s foreign policy. A case in point is
their account of the Sirisena administration’s decision to temporarily halt and later resume
Chinese development projects in Sri Lanka (Lim & Mukherjee, 2019, p. 513). In their
view, this exhibits Sri Lanka’s contradictory foreign policy. Missing from their narrative,
however, is the fact that the Sirisena-Wickremasinghe coalition campaigned in 2015 on
the promise of investigating Chinese development projects in the island. Once in power,
this pledge culminated in a temporary halting of several projects, pending investigations
and feasibility appraisals. The halted projects resumed operations after the Sri Lankan
government assessed its commitments to Chinese and other foreign lenders. At the time,
extending the temporary halt to a permanent one would have resulted in the payment of
substantial financial compensations to Chinese companies. By considering this temporary
interval as indicative of Sri Lanka’s desire to send “ambiguous alignment signals” via a
contradictory foreign policy (2019, p. 495), Lim and Mukherjee overlook the financial
obligations that Sri Lankan policymakers had to consider when arriving at a decision.

Lim and Cooper’s study on East Asian states identified Hedging as “a class of
behaviours which signal ambiguity regarding great power alignment, therefore requiring
the state to make a trade-off between the fundamental (but conflicting) interest of
autonomy and alignment” (2015, p. 703). A similar study articulated Hedging as “a set
of multiple approaches, which act simultaneously as a strategy to help the employing
states minimize their threats while maximizing their opportunities in relations with other
nations in an uncertain environment” (Tran and Sato, 2018, p. 77). A close examination
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of these definitions reinforces the argument that mixed signals, defined in scholarship as
“counteracting acts” (Rozman, 2015, p. 2), “contradictory or counteracting policy” (Lim
& Mukherjee, 2019, p. 495), “ambiguity” (Lim & Cooper, 2015, p. 703) and “pursuing
different options simultaneously” (Edstrém & Westberg, 2020, p. 177), is a key element in
a Hedging foreign policy posture.

Most definitions describe Hedging as a strategy which enables small states to
maximize benefits from great powers through diverse forms of engagement while also
generating risk contingency measures. This emphasis on the contingency element is a
subtle but important distinction which can help us differentiate Hedging from other foreign
policy strategies such as neutralism. While neutralism enables states to continue robust
engagement to maximise national interests, it does not entail an element of contingency
planning. Most scholars agree that Hedging must incorporate an insurance policy in the
event engagement fails (Koga, 2017, p. 636; Han and Paul, 2020, p. 8-13), although a few
drop this characteristic in their definition. Seng Tan, for example, identifies Hedging as a
“state’s active (even vigorous) engagement with great powers and countries of inordinate
influence without jeopardizing its relations with any” (2011, p. 162). Naturally, adhering to
Tan’s definition complicates our efforts to distinguish between Hedging and other foreign
policy strategies such as neutralism.

Korolev (2019) also ostensibly conflates Hedging with neutralism. He argues that
Hedging implies “a type of state behaviour that emphasizes relative equidistance in relations
with other powers and combines engagement and containment” (Korolev, 2019, p. 420). He
adds that Hedging is premised on the notion that states simultaneously improve relations
in an equidistant manner to avoid over reliance on one power. This latter point, however,
makes it difficult to distinguish between Hedging and a neutral foreign policy posture.
Furthermore, according to Korolev, Hedging is more directly affected by non-systemic
causal factors, or in other words unit level variables; an argument that few scholars have
hitherto discussed in their research.

The most comprehensive analysis of Hedging thus far has been forwarded by Cheng-
Chwee. Hedging, in his view, emerges as an attractive policy owing to the fact that it is an
insurance seeking strategy: both return-maximizing and consisting of a risk contingency
element. For example, by applying it to Malaysia’s foreign policy, Cheng-Chwee exposes
how the “Najib government [of Malaysia] has sought to hedge by concurrently enhancing
Malaysia’s ties with America and China, building stronger bilateral relationships with both
powers without departing from its non alignment stance, all with an eye to reinforcing its
fall back position” (2016, p. 169).

Cheng-Chwee argues that a Hedging foreign policy is determined by three factors:

» the absence of an immediate threat (that might compel a state to ally with a power for
protection);

+ the absence of any ideological fault-lines (that might rigidly divide states into opposing
camps); and

 the absence of an all-out great power rivalry (Cheng-Chwee, 2008, p. 165).

He also goes on to list five different approaches of a Hedging foreign policy.
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1. Economic Pragmatism refers to a “policy wherein a state seeks to maximise economic
gains from its direct trade and investment links with great powers regardless of any
political problems between them” (Cheng-Chwee, 2008, p. 167). Over time, this would
enable states to enhance socio-economic linkages with great powers which help cement
closer engagement between their bureaucracies.

2. Binding Engagementisbased on the desire of states to neutralize the revisionist tendencies
of a great power. Through close diplomatic interaction with great powers, states aim to
alter great power policy choices. This Hedging strategy also involves binding the great
power to various “institutionalized bilateral and multilateral platforms” (Cheng-Chwee
etal., 2012, p. 319).

3. Limited bandwagoning refers to the act of developing political partnerships with great
powers through “(a) policy coordination of selective issues; and (b) voluntary deference
given to the larger partner” (Cheng-Chwee, 2008, p. 168). Limited bandwagoning
differs from pure bandwagoning on three accounts. Firstly, limited bandwagoning only
involves political partnerships and not military alignments. Secondly, it allows states
to develop political ties with the rising power while maintaining its relations with the
existing hegemon. Lastly, limited bandwagoning enables states to avoid losing their
autonomy in decision-making.

4. By involving other partners into regional affairs and developing collective diplomatic
clout, states can deny the dominance of one hegemon in a particular area. Cheng-Chwee
terms this Hedging approach dominance denial.

5. Finally, an indirect balancing Hedging foreign policy requires states to forge defence
cooperation and upgrade the country’s military without specifying a particular threat.
Instead, the state maintains that such defence cooperation is required to deal with
“diffused uncertainties” (Cheng-Chwee, 2008, p. 170).

These approaches, though distinct from one another, do not necessarily have to be
applied individually to a single case study. Some scholars argue that a country can adopt
a mix or combination of these strategies, as clearly illustrated by Ling’s application of
several approaches denoted above, to delineate Cambodia’s foreign policy (Ling, 2017,
p- 328-347).

Hedging is generally believed to best explain the behaviour of small and medium
powers because the power gap between them and great powers makes a balancing or
bandwagoning approach appear costly and unnecessarily risky. Hedging is expected to
reduce the risk of entrapment as well as grant greater leeway for small and medium powers
to maintain an alignment with the dominant power, as well as simultaneously pursue robust
political and economic engagement with the dominant power’s rival. Medeiros, however,
challenges this conventional usage of Hedging as a policy adopted by Southeast and South
Asian states with regard to their relations with the United States and China. Instead, he
posits that the United States and China hedge by “engagement and integration mechanisms”
as well as through “realist-style balancing in the form of external security cooperation with
Asian states and national military modernization programs” (2005, p. 145).
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Conclusion

How has Hedging been understood and applied in International Relations research?
Firstly, Hedging as a term is primarily utilized to explain the foreign policy postures of
several Southeast Asian countries but is also increasingly applied in discussions on the
foreign policies of South Asian countries. One needs to clarify what Hedging entails as well
as the structural preconditions required for a Hedging foreign policy to plausibly conclude
that a particular foreign policy indicates a case of Hedging.

Has Hedging served as a catch-all rubric in scholarly literature? While some
definitions appear to be too expansive, most interpretations of Hedging do not overlap with
other foreign policies. Preconditions for the application of a Hedging foreign policy include
the absence of an immediate threat to the state from its external environment (Haacke,
2019, p. 3) and ingrained ideological perspectives which would otherwise position the
country within the orbit of a particular camp.

By distilling diverse scholarly definitions of Hedging, this review article has
endeavoured to distinguish the core characteristics of a Hedging foreign policy. Hedging is
generally applied in cases where small and medium powers attempt to build ties with China
and the United States concurrently (Goh, 2006, Jackson, 2014; Korolev, 2019; Tan, 2011).
Hedging therefore, implies that states will simultaneously build ties with great powers
despite their bilateral acrimony.

Ambiguity is a core element in a Hedging foreign policy as it enables small and
medium powers to navigate between great powers without depending on, or over-relying on
either great power (Kang, 2007; Lim & Cooper, 2015). To quote Shambaugh,

The whole purpose of hedging is to avoid becoming too close—and hence too

dependent—on any external power. Alignment behavior, by contrast, willingly

accepts some degree of dependency and seeks to align a smaller country with a

larger power. (2018, p. 94)

Furthermore, mixed signals enable small and medium powers to maintain an
appearance of not being partial or biased towards either of the rival great powers. While
strengthening ties with the rising power, states adopting a Hedging foreign policy also
secure a fall-back position. Most often this involves continuing or augmenting military ties
with the dominant power — i.e. the United States (Fiori & Passeri, 2015; Kang, 2007; Koga
2017; Rozman, 2015). These are the principal characteristics that capture the essence of a
Hedging foreign policy.

While this review article highlighted the core attributes of a Hedging foreign policy,
it is imperative that further research be conducted to establish clearer empirical evidence of
what Hedging is, what it implies and what distinguishes it from alternative foreign policy
approaches such as balancing, bandwagoning, omnibalancing, omni-enmeshment and
neutrality as applied to South Asian and Southeast Asian case studies.
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