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impact the implementation of its hedging strategy. The strategy creates a
favorable external environment for Nepal’s economic development and its
movement up the industrial value chain, while also providing positive
externalities to neighboring countries vis-a-vis their policy decisions. While
so, it also introduces new risks to China in terms of the regional security
environment. In the future, Nepal will likely continue to pursue its hedging
strategy, which is vital for its national development, and this will have
profound implications for the geopolitical landscape of South Asia and the
security of China’s southwestern borders.

KEY WORDS: Nepal; Hedging Strategy; Geo-Political Environment;
Neighborhood Security

Why Has Bhutan Not Experienced “Sikkimization”?
An Institutional Analysis of Strategic Value, Costs and Perceptions
By Sun Xihui & Gao Yichen

ABSTRACT: Since beginning its process of reform and opening, China
has increasingly prioritized diplomatic relations with neighboring
countries. In 2025, the Central Committee of the Chinese Communist Party
held the Central Conference on Work related to Neighboring Countries,
which clarified China’s strategic goals and approaches in this area. India is
the strongest power in South Asia, and the complex bilateral relationship
between China and India signifies the importance and uniqueness of South
Asia in China’s neighboring country diplomacy. Following Sikkim ’ s
annexation by India 50 years ago, the question of whether Bhutan will
become the “next Sikkim” has garnered widespread attention. This paper
employs rational analysis to construct an analytical framework based on the
concepts of “strategic value, strategic costs, and strategic perceptions”.
This framework is used to explain why Bhutan has avoided annexation. The
strategic value of Bhutan to India and the strategic cost of India annexing
Bhutan are two dominant factors, while perceptions of the Indian
government play a moderating role in the formation of India’ s Bhutan
policy. This analytical framework not only explains why Bhutan has avoided
“Sikkimized” but also provides insights into the basic logic behind Sikkim’s

“ 'y

annexation and Nepal’ s avoidance of * Bhutanization” . The research
methodology employed here enhances the theoretical rigor of related studies
and offers insights for China’s diplomacy in South Asia.

KEY WORDS: Bhutan’s “ Sikkimization ”; India; Strategic Value;

Strategic Cost; Strategic Perceptions
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