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An Introduction to the Eurasia Series

There is no doubt that the world order, as we have understood it since at least the 
1990s, has undergone a number of significant changes, but none of them seem to 
be as far-reaching in their consequences as the rise of Asia. The increasing inter-
nationalization of the world economy in the 1990s and beyond, the spread of new 
technologies, and the proliferation of various forms of economic integration were 
not halted by the bursting of the dot-com bubble in 2000-2002, nor by the global 
financial crisis of 2008 and 2009 and the subsequent eurozone crisis. However, 
there was a particular dynamic in the globalization process that would only latter 
attract the attention of experts. During the first period of this accelerated globali-
zation period from 1990 to 2002, the advanced, it was mainly Western countries 
that were seen to be the main beneficiaries of the globalization process, with the 
rapid development of Asian and other developing countries only coming to the 
attention of observers after the fall of Lehman Brothers. At that time, the term 
BRIC had already been coined by Jim O’Neill, an economist of Goldman Sachs. 
The acronym stood for developing countries (Brazil, Russia, India, and China) 
with large populations and rapid growth. Although the term was met with con-
siderable criticism, the growing impact of these countries on the global economy 
was indisputable.

The growing economic power of these countries – particularly China, Russia and 
India – gradually translated into increased political influence. This newfound 
political influence was soon evidenced by the new initiatives launched by these 
countries, leading to the emergence of new forms of economic integration (Eur-
asian Economic Union), multilateral organizations (Asian Infrastructure Invest-
ment Bank) and large-scale cooperative alliances (Belt and Road Initiative, Shang-
hai Cooperation Organisation). These are the building blocks of a new Eurasian 
cooperation framework, their novelty found in the simple fact that they were not 
proposed and created by the United States, unlike every other major multilateral 
institution after World War II. 

As the United States and Western Europe lost their momentum in economic 
development, and with Asian powers also taking the initiative in several areas 
of technological development, the United States realized that accelerating glo-
balization would not necessarily serve American interests, and that containing 
China and Russia would not only require a slower pace of globalization, but also 
decoupling from them by creating trade blocs and independent technological eco-
systems.

We are now at a point where new patterns and forms of political, economic, and 
technological development are taking shape on the Eurasian continent, and the 
analysis of this process will require an interdisciplinary approach. This is the gen-
eral purpose of the new book series published by the Eurasia Center. In an effort 
to contribute to the discussion on the rise of Eurasia, the Series focuses on the 
political, economic, and social aspects of this process, in the form of anthologies 
published in both English and Hungarian. 

Editor of the Eurasia Series:
Levente Horváth, Director, Eurasia Center
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Preface

This book is the second volume in the Eurasia Series, focusing on current geopo-
litical issues. While the first volume concentrated on geopolitics, geoeconomics, 
geostrategy and foreign policy, the present work goes beyond the classical geopo-
litical approach in order to look more closely at the lessons of economic coopera-
tion, digitalization and COVID-19-related epidemic management in Eurasia.

Not only does the rise of Asia and the shift of the world economic centre to the 
East bring about a new world order in which classical geopolitics has been brought 
back into the spotlight by the resurgence of great power rivalries, but the new era 
also offers an opportunity to transform and strengthen cooperation between the 
countries of the supercontinent, with a revitalization of economic relations and an 
increase in the importance of soft power. Due to China’s efforts, the evolution of a 
new world order with multiple centres has begun, one in which connectivity and 
complexity will give new meaning to the union of Europe and Asia, giving rise to 
the possibility that the 21st century may be the century of Eurasia. The volume 
highlights the increased importance of exploring new perspectives on finance and 
business relationships and exploiting innovation opportunities in the shadow of 
COVID-19 and the rise of digitalization. Its will also focus on exploring the prob-
lems of soft power, vaccine diplomacy and the building of a “Health Silk Road” 
through examples of international cooperation in epidemic management.

The volume contains 6 chapters exploring the above themes, reflecting the au-
thors’ diverse experiences at the level of major regions and nation states, high-
lighting the central role of Southeast Asia, Vietnam, Myanmar and China. 

Chapter 1 of the book contributes to a better understanding of the challenges 
and opportunities of digital cooperation in Eurasia. In doing so, it focuses on the 
international dimensions of the digitalization strategies of the European Union 
(EU), the Eurasian Economic Union (EAEU), and China, while examining al-
ready existing cooperation projects in the area of digitalization and offering policy 
recommendations. Chapter 2 examines the evolution of EU-ASEAN economic 
relations, and sheds light on the role Myanmar plays therein. The author con-

cludes that following the February 2021 coup, the EU voiced its full support to 
ASEAN, realizing that it can play a key role in the de-escalation of the situation 
in Myanmar. The next chapter of the book discusses the impacts of the financial 
development of host and home countries on the extensive and intensive margins 
of Chinese outward FDI in Eurasia with Chinese enterprises. The chapter argues 
that the financial development of home and host countries can significantly raise 
the internationalization level of Chinese enterprises, as expressed by the number 
and the average value of FDI in Eurasia. The study comprising Chapter 4 traces 
the development of FinTech in Vietnam, which ranks second in ASEAN countries 
in terms of FinTech funding, then identifies the regulatory frameworks, focusing 
on tackling the problem in order to strengthen consumer rights. Chapter 5 aims 
to analyse the vaccine diplomacy conducted by manufacturing countries, with a 
special focus on the rivalry of US allies, and China’s diplomacy in Southeast Asia. 
It concludes that Southeast Asian countries are highly vulnerable to the leading 
powers in terms of vaccines, reinforcing the prevailing strategic influence in the 
region. The last chapter of the book seeks to demonstrate the significance of the 
Health Silk Road Initiative (HSR) regarding cooperation between China and the 
Eurasian nations during the coronavirus epidemic. The authors conclude that, 
despite the various challenges, the health cooperation between China and its part-
ners is considered to be close, and “the HSR still looks to enjoy a bright future”.

We are very grateful for the support of the Magyar Nemzeti Bank (MNB, the cen-
tral bank of Hungary) and the John von Neumann University. Without them, this 
volume would not have been possible.

We hope that this volume will make a worthy contribution to the advancement of 
geopolitical research on Eurasia, and will also serve as a useful read for those in-
terested in geopolitics, economics and international relations in the 21st century.

Editor of the book:
Péter Klemensits, Head of Research, Eurasia Center
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Challenges and Opportunities  
of Digital Cooperation in Eurasia 

Dmitry Erokhin

Abstract 
Years 2019 and 2020 of the International Institute for Applied Systems Analysis 
(IIASA) large-scale initiative “Challenges and Opportunities of Economic Integra-
tion within a Wider European and Eurasian Space” were dedicated to exploring 
digital connectivity in Eurasia. Workshops and meetings were organized, bringing 
together experts, policymakers, and business representatives in order to discuss 
how to promote connectivity, strengthen economic ties and create new business 
opportunities through new technologies and digitalization. They revealed a huge 
potential for cooperation in the Eurasian region that remains largely untapped. 
This paper contributes to a better understanding of the challenges and opportuni-
ties of digital cooperation in Eurasia. It summarizes the international dimensions 
of the digitalization strategies of the European Union (EU), the Eurasian Eco-
nomic Union (EAEU), and China, examines already existing cooperation projects 
in the area of digitalization, identifies barriers, and offers several policy recom-
mendations for overcoming them, and for strengthening digital cooperation in 
the region.

Keywords
Digital cooperation, digitalization strategies, digital connectivity, wider European 
and Eurasian Space
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1. Introduction 
Digital technologies are rapidly transforming global trade and economic relations 
today, and this trend is highly likely to continue in the future. They have a po-
tential to contribute to further cost reductions, to redefine what products are 
traded across borders, and to reshape comparative advantage patterns. The effi-
cient deployment of digital technologies may help maximize gains from trade and 
specialization. Digitalization provides new opportunities for countries, sectors, 
and firms to participate in global value chains. The world will become a borderless 
market as never before, increasingly benefitting from the economies of scale.

International economic cooperation – and free trade in particular – will further 
enhance specialization. To accomplish this, a key task is to identify barriers to the 
development of digital cooperation, and to remove ineffective restrictions. It will 
be necessary to anticipate the impacts of digital transformation trends, define an 
optimal degree of harmonization for regulations across countries, delineate the 
areas of application for digital technologies, determine the priorities for financing 
interstate projects aimed at developing the economy of the future, find ways to 
embed innovative digital solutions into existing infrastructure, set an optimal lev-
el of required government regulation, address the question of whether standards 
and codes of conduct developed by industry players alone provide an adequate 
level of regulation, and understand how to distinguish technologies from pseu-
do-technologies. 

This paper contributes to the literature on international trade and economic co-
operation in the era of digitalization by attempting to find answers to some of 
these questions as pertaining to the Eurasian region. This work focuses on the 
opportunities of digital cooperation and the challenges faced by Eurasian states 
in connection with the digitalization of international trade. First, the paper takes 
a closer look at the digitalization strategies of China, the Eurasian Economic Un-
ion, and the European Union. Next, it presents a selection of digital cooperation 
projects in Eurasia. It then analyses tariff and non-tariff barriers within the digital 
economy. Finally, it discusses potential areas of digital trade and economic coop-
eration in Eurasia.

2. Digital Strategies 
It is not enough to simply acquire new digital technologies as a response to dig-
italization. A deep systemic approach is required. The mass automation of or-
ganizations that took place in 1990-2000 showed that a lack of coordination and 
cooperation can lead to “patchwork” system and a corresponding loss of commu-

nication efficiency. The way to address this issue is by employing a digital strategy, 
i.e., a strategic plan focusing on the application of digital technologies and their 
integration into other national strategies. 

States with a digital strategy can remain competitive, adapting to dynamic market 
conditions and shifting constellations of power. This section examines the digital 
strategies of China, the EU and the EAEU, attempting to highlight their main 
cooperative interests.

2.1. China
The pace of China’s economic growth has been steadily slowing every year. Thus, 
China must rely on qualitative rather than quantitative growth, which can be 
achieved through developing and implementing innovations throughout all areas 
of society. While China does seem to aim for a world-leading role in the digital 
and high-technology sectors, it also continuously emphasizes its willingness to 
cooperate and engage in productive dialogue.

China’s digital strategies remain highly open to international cooperation and 
interaction. On the one hand, international cooperation and interaction are seen 
as a resource to help the country acquire a leading position in the world. Such 
measures include – among others – more effectively incorporating and absorbing 
imported technologies, building an internationally leading information infrastruc-
ture, strengthening the international influence of Chinese culture, enhancing na-
tional defence and combat capacities, strengthening cultural exchange, encourag-
ing the expansion of operational and manufacturing enterprises into international 
markets, giving preference to the procurement of domestically produced informa-
tion technology products and services, achieving international levels of compe-
tence in crucial technological component areas, raising the competitiveness of its 
information industry in the international market, building an internationally lead-
ing mobile telecommunications network, consolidating its top global position in 
next-generation telecommunications, Internet, and related technologies, import-
ing foreign talent, encouraging foreign scholars to participate in national informa-
tization, building large-scale, internationally competitive multinational Internet 
information enterprises, and solidifying its position as a major cyber power. 

On the other hand, China has also declared a goal to establish a spirit of open-
ness and “win-win” international cooperation. China wished to participate in the 
formulation of international norms and standards, promoting the establishment 
of international Internet governance mechanisms on the basis of sovereignty and 
fairness, strengthening international exchange and cooperation in informatiza-
tion via the principles of equal cooperation and mutual benefit, interconnecting 
networks and exchanging information with neighbouring countries, building the 
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China-ASEAN information port, building large international information pas-
sages to link up countries and regions, building an online Silk Road, developing 
cross-border e-business, stimulating the development of investment and trade on 
a global scale, and promoting the development of the digital economy. The online 
Silk Road aims to become a major channel for information exchange and econom-
ic cooperation with Central and Eastern Europe, Southeast Asia, and the Arab 
region. It is designed to promote mutual adherence to regulations, the intercon-
nection of facilities, mutual trust between enterprises and industrial integration, 
and peer-to-peer cooperation with key cities.  

China is interested in promoting information technology innovation exchange 
programs, joint talent training and digital economy collaboration projects, as well 
as facilitating visa programmes for digital experts and talents. Chinese enterpris-
es receive active support in their globalization efforts. Multilateral and bilateral 
investment and trade agreements, joint industrial parks, and regional digital eco-
nomic cooperation are instrumental in promoting the international dimension. 

2.2. The European Union
The strategies of the European Union are aimed at making the EU a powerhouse 
of smart, sustainable, and inclusive growth on the global stage, and a first mover 
in acquiring common digital capacities. 

Cooperation on digitalization with third countries is also considered possible. 
Study of foreign capabilities will help benchmark European progress against the 
top international performers. It is also seen as important to promote the growth 
of EU companies beyond the EU internal market, and to make the EU a more 
attractive location for global companies. 

Free trade agreements are one of the instruments used to promote European trade 
values. Any new international trade agreements need to reflect digital services and 
intellectual property rights. They should also be used to promote the openness of 
the European market in the digital sphere, and to likewise demand openness and 
the effective enforcement of intellectual property rights from EU trading partners. 
This requires the establishment of favourable external trade conditions for digital 
goods and services, specifically including the development of a stronger partner-
ship for providing market access and investment opportunities, reducing tariff 
and non-tariff economic barriers at global level, improving the practical protection 
afforded by private international law, and avoiding market distortions. The remov-
al of economic barriers also involves the adoption of intelligent transport systems 
for efficient transport and better mobility. EU standards are also a significant tool 
for achieving these ends. These strategies aim to promote interoperability, im-
plement internationally recognized European standards and regulatory solutions 

based on the principles of equal opportunity, transparency of government and 
governance, as well as a competitive free market. 

Regarding security issues, the EU addresses cyber security threats, emphasizing 
the necessity of security agreements between the EU and third countries for stra-
tegic activities carried out outside of the EU. The strategies also foresee restricted 
participation in the digitalization projects by legal entities controlled from third 
countries. The EU advocates for internationally coordinated information security, 
and global risk management. 

Having the governance of the Internet remain as open and inclusive as possible 
continues for be an important aspect of EU strategies. It is crucial to work out a 
sustainable approach to Internet Governance through a multi-stakeholder model, 
with the aim of keeping the Internet free and open. 

2.3. The Eurasian Economic Union
The international aspect plays a special role in the development of the EAEU dig-
ital strategy. It is vital to use international experience and global best practices, 
and to learn from successful projects from the digital transformation programs 
of other countries and integration associations. Accordingly, we note the impor-
tance of projects ensuring harmonized digital interaction with other integration 
associations. The EAEU is preparing for painless digital international integration 
with interested states and international associations. It is also considering the 
possibility of involving the world’s leading institutions and organizations in the 
forecasting and analysis of the digital economy. The need to amend existing mem-
oranda and agreements with third countries and organizations in terms of build-
ing mutually beneficial mechanisms for the use of data or restricting their use is a 
vital aspect of these preparations. It would be helpful to actively participate in the 
discussion of international IT standards, and to increase participation in the work 
of international standardization institutes.

At the same time, global risks must also be considered: the loss of digital sov-
ereignty, control by global players, loss of competitiveness, suppression and ab-
sorption, as well as arising cyberthreats. The main challenges relate to the EAEU 
countries’ lack of involvement in the global, macro-regional and regional process-
es of change pertaining to digital transformation or the formation of new indus-
tries and markets, as well as a lack of any strategically aligned and coordinated 
position on transformation. Another potential threat is global digital platforms, 
which, using accumulated data on different areas of human life, human needs, 
interests, demands, preferences, business processes, and up-to-date retrospec-
tive statistics, have been able to provide more accurate forecasts and scenarios 
in many areas of the economy and social life than the countries and individual 
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governments of EAEU member states. Global digital players have been able to 
take advantage of their monopoly position in the automation (digitalization) and 
packaging of processes, as well as in the regulation of activities with reference to 
best practices. It is vital that the member states should not lag behind the digital-
ization of the global market.

3. Digital Cooperation Projects in Eurasia 
Digital projects are already underway in the Eurasian region. However, they re-
main separate, with no unified program for digital development.

3.1. Digital Silk Road
First introduced as the Information Silk Road (Hao, 2019), the Digital Silk Road 
– part of the Chinese Belt and Road Initiative – aims at enhancing digital connec-
tivity, expanding China’s influence and allowing it to rise to the status of techno-
logical superpower (Cheney, 2019). 

Its four main components include: 

•  Investments in digital infrastructure abroad, including next-generation cel-
lular networks, fibre optic cables, and data centres;

•  The development of advanced technologies that will be essential to future 
global economic and military power, including satellite-navigation systems, 
artificial intelligence, and quantum computing;

•  The promotion of e-commerce through digital free trade zones by reducing 
cross-border trade barriers and establishing regional logistics centres;

•  Digital diplomacy and multilateral governance to establish technological 
standards related to telecommunications infrastructure, promoting the prin-
ciple of cyber sovereignty.

The MERICS BRI Tracker database shows that China has invested more than 
USD 17 billion in the Digital Silk Road projects completed since 2013, including, 
inter alia, at least USD 7 billion in fibre-optic cable and telecommunication net-
work projects, over USD 10 billion in e-commerce and mobile payment projects, 
and at least several hundred million USD in smart and safe city projects (Eder et 
al., 2019). 

China has launched the “Belt and Road Digital Economy International Coopera-
tion Initiative” with Egypt, Laos, Saudi Arabia, Serbia, Thailand, Turkey, and the 
United Arab Emirates, and has signed cooperation agreements with 16 countries 

to strengthen the construction of the Digital Silk Road (Office of the Leading 
Group for Promoting the Belt and Road Initiative, 2019). 

This initiative is seen as highly significant. It is viewed as being decisive in the 
US-China competition and the Chinese ability to shape the international order 
of the 21st century (Cheney, 2019). It is also regarded as a game changer in Asia, 
challenging the competitive advantages of developed economies and bringing new 
economic opportunities for less developed countries (Hao, 2019). China is ex-
pected to diffuse both its own innovations and its adaptations of Silicon Valley in-
novations across the Digital Silk Road (Fung et al., 2018). At the same time, there 
are fears about an “Orwellian Digital Silk Road” that could give China access to 
data on digital economies, finances, crimes, and the personal lives of the citizens 
of three-quarters of the world (Hemmings, 2020). 

3.2. Digital Free Trade Zone 
In 2017, a digital free trade zone (DFTZ) was launched as a joint venture between 
the Malaysian government and the Chinese Alibaba, with the goal to make Asian 
(in particular, Malaysian) small and medium enterprises more competitive in the 
global market (Millward, 2017). The official website of the initiative (DFTZ, n.d.) 
presents it as a strategy for empowering Malaysia in cross-border e-commerce 
with two main objectives: to establish Malaysia as regional e-commerce e-fulfil-
ment hub, and to drive the export of Malaysian SMEs via e-commerce. It allows 
Malaysian SMEs to enter global and regional e-commerce marketplaces, and to 
conduct the customs, payment, finance, and logistic procedures via the DFTZ 
platform. The initiative includes both virtual and physical infrastructures. 

Two features mentioned on the official website would appear to make DFTZ at-
tractive as a free trade zone. The first is that the regulatory framework under 
the Malaysian Free Zones Act 1990 allows goods brought into Free Commercial 
Zones and re-exported or transhipped to not be subject to either import duty or 
goods and services tax, as such goods are not considered to have been imported 
into Malaysia. This would be advantageous for companies aiming to use Malaysia 
as their transit hub. The second is that it is possible to do the de minimis clear-
ance on the DFTZ eServices Platform instead of via hard copy paper forms, which 
would be beneficial for importers.

The DFTZ has led to an increase in FDI inflows to Malaysia in the technological 
sector (Tech Wire Asia, 2020). 

One fear about the DFTZ is that the initiative is a further step towards the mo-
nopoly of Alibaba in the region (especially in its competition with Amazon), and 
will put Malaysian SMEs under pressure and in a position of tough competition 
(Chandran, 2018). 
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3.3. Data Embassies 
Estonia is the first country in the world to have opened a data embassy, i.e., an 
extraterritorial data centre located in Luxembourg, with the same expectations 
of protection and immunity as traditional embassies based on the Vienna Con-
vention on Diplomatic Relations (E-Estonia, 2017). The goal of a data embassy 
is to increase the security level of the most critical and confidential data against 
cyberattacks or crises, to provide data backups, and to operate the most critical 
services. 

The creation of a data embassy is also interesting from a legal and technological 
point of view. To establish immunity for their data embassy, Estonia and Luxem-
bourg have signed a unique bilateral agreement (OECD, 2018), as it is unsettled 
whether the Vienna Convention can be extended to data, or whether an updated 
international framework is required for digitalization (Robinson et al., 2019; Sier-
zputowski, 2019; Kotka & Liiv, 2015). Whether the Convention applies is unclear, 
and will only be settled when it is critically tested in court. The data embassy re-
quires new technological solutions for protecting the integrity and confidentiality 
of critical data outside Estonia, and for redesigning its information systems to 
work reliably in globally dispersed environments (OECD, 2018). 

3.4. German-Russian Initiative for Digitization of Economy (GRID)
The German-Russian initiative on digitization was launched at the St. Petersburg 
International Economic Forum, with the signing of an Agreement on Cooperation 
and Partnership between the Russian Union of Industrialists and Entrepreneurs 
and the German Committee on Eastern European Economic Relations. The Initi-
ative now additionally includes the Russian-German Chamber of Commerce, Sie-
mens, SAP, Bosch, Remondis, Volkswagen Group Rus, Rostelecom, Zyfra, Sinara 
Group, Kaspersky, RosTech and Skolkovo Foundation (AHK, n.d.). 

The aims of the initiative are as follows: 

•  to support Russian-German dialogue on the highest socio-political level for 
the application of European experience and best practices in the field of dig-
itization and the development of innovations;

•  to accelerate the transformation of the Russian economic sector and increase 
the competitive advantages of German and Russian products through the 
exchange of experience and the creation of referential models of interaction;

•  to expand the presence of companies in the markets of the partner countries 
of the GRID, as well as establish ways of interaction between the organiza-
tions forming the Russian economy and the leaders of the European markets;

•  to support Russian organizations in the determination and implementation 
of their strategy for the digitization of the commercial sector and the coun-
try’s economy.

3.5. EU-Russia Green Corridor Pilot Project
Information by the European Commission on the “Green corridor” pilot project 
and initiatives for expedited lanes with Russia was on the agenda of the Customs 
Union Working Party meeting on November 6, 2019 (Council of the European 
Union General Secretariat, 2019). The implementation of the EU-Russia green 
corridor project should offer faster customs clearance (e.g. priority treatment, 
separate lanes) and reduction of customs controls for goods exported from the 
EU to Russia by road (air, rail and sea, as well as goods from Russia to the EU, are 
to follow), increase the reliability of information, implement partnership between 
customs and trade communities in order to promote the development of trade, 
support customs authorities to concentrate their control efforts on less reliable 
trade (European Commission Directorate-General Taxation and Customs Union, 
2017). A full launch of the project was planned for the 3rd quarter of 2022 (Eu-
ropean Commission Directorate-General Taxation and Customs Union, 2017). 
However, in 2018, the project was put on hold because of a lack of progress in 
negotiations with Russia, due to disagreements on what information should be 
shared (European Commission Directorate-General Taxation and Customs Un-
ion, 2019).

However, prior to the common EU initiative on a green corridor with Russia, 
there was already a similar green corridor agreement signed between Russia, Fin-
land and Sweden back in 2002 (European Parliament, 2006). In 2006, the Euro-
pean Parliament encouraged Poland and Lithuania to also follow these positive 
experiences (European Parliament, 2006). On average, customs procedures di-
rectly at the border crossing point for carriers involved in the project took no more 
than 10-15 minutes, avoiding queues and long waiting times at the border (Ria 
Novosti, 2004). Customs procedures could be simplified by sending information 
on the composition of the cargo in advance by the Swedish and Finnish customs 
services to the Main Information Centre of the Russian Customs Service in Mos-
cow, from where, after being checked through an electronic system, it arrived at 
the border checkpoint, so that by the time the goods were at the Customs, its 
officers already had all the necessary information. One of the main advantages of 
this system was the exclusion of the possibility to replace cargo accompanying 
documents.
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Now, a new conceptual cooperation between Russia and Finland is being estab-
lished: Finnish customs are working on a “trusted third party” service to estab-
lish information exchange with Russian customs, allowing the information from 
documents approved by Finnish customs to be submitted to Russian customs 
through information integrators with the necessary accreditation. These will be 
Russian legal entities, capable of confirming the immutability of the transmitted 
data (Proved Media, 2019). 

A pilot green corridor between Russia and Italy should have been launched in 2014 
(Four Side Logistics, 2017) and had been planned since 2011 (Rostek, 2014). Al-
though recent political and economic developments have put the project on the 
back burner, the initial pilot phase of the project was carried out in 2015, involv-
ing the first 18 Italian manufacturing companies (Solomkina, 2016, September). 
In 2018, 135 goods declarations were issued within the framework of the green 
corridor with the Italian customs service (Proved Media, 2019). However, the 
start was disappointing for business (Russian Business Guide, 2019). The green 
corridor mostly only existed on paper, with preferences that were not material-
ly different from the liberalized procedures for participants in foreign economic 
activity. The project’s clearance procedure appeared to be even more complicated 
than the regular one. In addition, Russia only designated nine customs posts for 
performing the customs operations stipulated by the project, and no information 
on project terms, goals, or tasks was provided. Italian and Russian business asso-
ciations suggested that the customs services of Russia and Italy should set up a 
working group, the list of certificates and permits should be shortened, provisions 
should be set up for releasing goods before the filing of customs declarations, and 
the number of customs posts participating in the project should be increased with 
the future access to EAEU member states. 

One of the projects that would have been helpful to the green corridor being im-
plemented in Russia involved the so-called electronic navigational seals, which 
allow for real-time cargo tracking, ensure the cargo’s safety (breaking the seal 
transmits a signal that the container has been opened) and speed up its passage 
through the customs territory of the country (Pavlovec, 2018). According to the 
latest surveys, the main expenses of exporters in terms of money and time are 
precisely related to the customs registration of documents: most problems are 
caused by the registration and delivery of goods (27.6% and 18.9% of export-
ers, respectively), as well as currency control and tax administration (18.7%). 
If electronic seals are placed after the transport inspection at the entry into the 
country and removed at the exit, the need for additional inspections and customs 
clearance procedures – the issue most commonly complained about by trading 
companies – will be automatically resolved.

3.6. EU4Digital Initiative 
EU4Digital is an initiative aimed at extending the benefits of the EU’s Digital 
Single Market to the Eastern Partnership states within six thematic areas: tele-
com rules, ICT innovation, e-trade, e-skills, trust and security, and eHealth (EU-
4Digital, n.d.). Concrete actions include a common roaming space, coordinated 
strategies for frequency distribution, digital skills strategies and an e-competence 
framework for SMEs, ICT research, ecosystems for startups & innovation, a pi-
lot digital transport corridor, common frameworks for e-commerce-, e-customs 
and e-logistics, cross-border e-signatures, a regional framework for cross-border 
business e-services, cybersecurity strategies for ensuring the resilience of critical 
infrastructure, harmonized national frameworks for e-health, and a cross-border 
e-health platform. 

A related project is the Eastern Partnership Connect (EaP Connect), with the ob-
jective of establishing and operating a high-capacity broadband internet network 
for research and education across EaP partner countries, integrating the national 
research and education (R&E) networks into the pan-European network, decreas-
ing the digital divide, as well as facilitating the participation of local scientists, 
students, and academics in global R&E collaborations (EU neighbours, n.d.). 

The EU Association Agreements with Georgia, Moldova, and Ukraine also include 
digital and cyber aspects. However, these are considered limited in scope and are 
recommended to be updated and upgraded (Akhvlediani, 2019).  

The EU promotes digital connectivity in Central, Eastern and South Eastern Eu-
rope. The Digital Innovation and Scale-up Initiative has been launched as the 
first regional investment facility to target digital innovations and the scale-up of 
digital startups in the region, offering a technical assistance program with the goal 
to strengthen the institutional capacity of public agencies to design, develop and 
implement digital innovation programs, and aiming to boost investment in the 
enabling environment for innovation and entrepreneurship, with a focus on cross 
border digital infrastructure and digital skills projects (European Commission, 
2019). 

In the same context, EU initiatives for digital cooperation with Asia and China 
are also worth noting. The EU Connecting Europe & Asia Strategy has digital 
connectivity as one of its components. Its goal is to increase access to digital ser-
vices while maintaining a high level of protection of consumer and personal data 
(EEAS, n.d.). To enhance digital connectivity, the EU will contribute to efficient 
cross-border digital networks, strengthen bilateral, regional, and international 
partnerships based on commonly agreed rules and standards, and leverage sus-
tainable financing for investments.
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4. Tariff and Non-tariff Barriers
The Digital Trade Estimates Database by the European Centre for International 
Political Economy (ECIPE, n.d.) is a comprehensive database entirely dedicated to 
monitoring digital trade policies. It covers 64 major economies around the world, 
and includes policy measures classified into four broad clusters:

•  Fiscal restrictions: tariffs and trade defence, taxation and subsidies, public 
procurement;

•  Establishment restrictions: foreign investment, intellectual property rights, 
competition policy, business mobility;

•  Restrictions on data: data policies, intermediary liability, content access;

•  Trading restrictions: quantitative trade restrictions; standards; online sales 
an d transactions.

Based on these estimates, the ECIPE computes and makes available the Digital 
Trade Restrictiveness Index (DTRI) (Ferracane et al., 2018). According to this 
index, China, and Russia are the most digitally restricted countries. The EU and 
the member countries have both shared and exclusive competences, and thus 
there are DTRI measures at both the national and supranational level. The most 
digitally restricted countries in the EU are France, Germany, and Romania. The 
authors consider the restrictive culture of Germany and France as an obstacle to 
fast progress, and an impediment to creating a Digital Single Market. The top five 
most digitally open economies of the world are New Zealand, Iceland, Norway, 
Ireland, and Hong Kong. 

In Russia, barriers exist with regards to the cross-border movement of data, data 
localization and data retention, the cross-border movement of ICT profession-
als, foreign investment, content access, and e-commerce. China has restrictions 
regarding public procurement, foreign investment, intellectual property rights, 
competition policy, intermediary liability, content access and standards, and 
e-commerce. In France, restrictions concern taxation and subsidies, digital com-
petition, data, online sales, and transactions. Germany applies barriers to the us-
age and movement of data, digital competition, online sales, and transactions. 

Further barriers relate to logistics. Transport and logistics are the bloodstream 
of e-commerce. The Doing Business report (n.d.) by the World Bank records the 
time and cost associated with the logistical process of exporting and importing 
goods. The Doing Business report measures the time and cost (excluding tar-
iffs) associated with three sets of procedures – documentary compliance, border 
compliance and domestic transport – within the overall process of exporting or 
importing a shipment of goods. 

Total trade costs are estimated by e.g., Anderson & van Wincoop (2004) at about 
170% ad valorem trade costs for industrialized countries, containing 21% trans-
portation costs, 44% border barrier costs and 55% retail and distribution costs, 
international trade costs amount to 74% and domestic trade costs to 55% (in % 
of unit cost). Transport costs can be further divided into transit costs (9%) and 
freight costs (De, 2016). Border barrier costs consist of tariff and non-tariff policy 
barriers (8%), language barrier (7%), currency barrier (14%), information costs 
barrier (6%) and security barrier (3%) (De, 2016). Irarrazabal et al. (2015) argue 
that Anderson and van Wincoop (2004) overstate the trade costs, and suggest 
that additive barriers (e.g. quotas, per-unit tariffs, transportation costs) constitute 
14% (on average), expressed relative to the median price. 

To make the results comparable with Anderson & van Wincoop (2004), the ES-
CAP-World Bank Trade Cost Database (UNESCAP, 2018) can be used, which has 
data on ad-valorem equivalent trade costs excl. tariff in %. Ad-valorem equivalent 
trade costs are additional costs measured as a share of the value of goods – as 
compared to when the two countries trade these goods within their borders. 

From the ESCAP-World Bank Trade Cost Database, the largest non-tariff trade 
costs of China were 366%, with the average being 144%. The largest non-tariff 
trade costs of the EAEU countries were 1059%, with the average being 247%. The 
largest non-tariff trade costs of the EU countries were 1204%, with the average 
being 187%.

5.  Prospects for Cooperation in the Digital Economy  
in Eurasia 

Privacy issues, open data, security, research and innovation, governance, and 
data protection remain the key areas of potential cooperation between China, the 
EAEU, and the EU. One of the key elements of such a cooperation would be trust. 

Most obviously, mutual benefits are to be expected from cooperation in sharing 
experience and know-how in order to spread policies and practices across bor-
ders. Sharing best practices and successful cases would transfer knowledge and 
enhance common understanding. The EAEU could, inter alia, benefit from the 
EU Digital Single Market experience. Recommendations to enhance knowledge 
exchange and innovation diplomacy include the establishment of international 
research teams, expert platforms, competence centres and think tanks, the joint 
development of industrial science and promising areas of the digital economy and 
their implementation in production, as well as the establishment of interstate 
high-tech clusters. It is also necessary to systematize information on existing in-
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itiatives, innovations, and regulations, to avoid confusion both on a multilateral 
and on a national level. 

The creation of cross-border business accelerators to support digital and tech-
nology startups is promising. In the area of human capital, it is important to 
create an ecosystem of technological leaders to involve talented young people in 
solving technological problems, growing to become the innovators of the future, 
and developing joint educational programs to build scientific and technological 
potential. The human resources exchange will help to identify and address digital 
skills shortages. 

It is recommended to strengthen the work of cross-border business associations 
in the area of digitalization, in order to facilitate the active involvement of digital 
and digitally enabled industries in Eurasia.

It is important to formulate clear and common definitions of digital technologies, 
digital economy and their metrics, as different definitions may yield different re-
sults. A thorough comparison between countries and unions is useful to diagnose 
successes and failures. Enhanced cooperation of statistical agencies is of a high 
priority, to enrich the scarce and non-comparable estimates available for digital 
trade and economy. Proper and comparable measurements are a prerequisite for 
evaluating the impacts of digitalization. As technological change and new busi-
ness models continue to change the landscape of e-commerce, policy challenges 
arise in a range of areas, including consumer protection, tax, competition, and en-
vironmental policy. Sound statistics are necessary for designing, monitoring and 
implementing these policies. A further recommendation would be more intensive 
joint work on the creation and improvement of already existing international in-
dicators of digital development.  

Finding optimal and feasible financing is of foremost importance for the success 
of any digital strategy. In the EU, for example, relatively small amounts of public 
funds are allocated for digitalization compared to China, but both private and 
individual country investments need to be mobilized. Funds are needed for in-
vestment into infrastructure, innovations and startups, for financing digital trade, 
for providing guarantees and other financial securities to companies, and for sup-
porting digital education. However, it is crucial not to use government funds for 
building digital clones, which are a waste of money and time, but instead to help 
hidden champions grow and compete. Thus, the development of competent state 
support mechanisms is necessary to stimulate digital transformation.

To test the projects of interstate cooperation, it is possible to create interstate and 
interunion regulatory sandboxes, i.e., a special legal regime allowing legal entities 
engaged in the development of new digital products and services to conduct ex-

periments on their implementation in a limited environment, without the risk of 
noncompliance with current legislation.

The use of digital technologies in cross-border e-governance seems promising for 
customs, for example, or for issuing e-visas via the Internet, as Russia has begun 
doing. In the area of migration policies, it is important to simplify visa procedures 
for highly educated digital specialists, to motivate the development of inter-coun-
try startups by facilitating freedom of movement. Following the example of the 
EU regulation on electronic identification and trust services for electronic trans-
actions in the European Single Market, the mutual recognition of electronic iden-
tifications between the EU, the EAEU, and China would allow for online access to 
cross-border public services. 

The application of digital technologies at customs will help improve the speed 
and transparency of customs procedures, as well as reducing corruption risks at 
the border. 

The growth of e-commerce increases the role of the EAEU as a logistics bridge 
between Asia and Europe. In this regard, more attention should be paid to the 
modernization of transport routes, increasing the efficiency of customs authori-
ties and the construction of modern transit hubs. Following the example of the 
digital free trade area in Malaysia, it would be advisable to simplify the application 
of zero VAT rate for companies that would use the EAEU as an intermediate point 
for storing and transporting goods to non-EAEU countries. In the area of e-com-
merce, important steps include the recognition of e-invoices, electronic authen-
tication and electronic signatures, postal delivery optimization, the facilitation of 
electronic payments, as well as the harmonization of online dispute resolution 
and consumer protection legislation to increase customer trust in online shop-
ping. For the purposes of dispute resolution, it is possible to establish more con-
venient and user-friendly smart courts, with consumer protection decisions that 
are enforceable in all participating countries and unions (in the absence of legal 
force, regulation within the digital platform on which e-commerce takes place is 
also possible).

Considering the positive trend of reshoring in the EU, it is recommended that the 
EAEU countries develop programs that increase their attractiveness as places of 
potential reallocation for EU companies. 

The risk of market concentration and digital slavery requires the creation of a com-
petitive environment, and the development of cross-border antitrust regulations.

In the area of telecommunications, the creation of a single telecommunication mar-
ket and the development of the high-speed networks across Eurasia are promising.
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6. Conclusion 
This paper reviewed the challenges and opportunities of digitalization in cross-bor-
der cooperation, analysed examples of existing digital cooperation projects, and 
proposed recommendations to strengthen digital connectivity in Eurasia. 

Digital cooperation within Eurasia will help address the serious challenge of the 
so-called digital divide, which takes various dimensions such as unequal ICT ac-
cess across countries, the digital gender divide, as well as the digital divide be-
tween small and large firms and between high and low-skilled workers. People 
across Eurasia face significant poverty, inequality, and a lack of access to opportu-
nities. The digital gap shows that countries still have market development poten-
tial in the digital field. Digitalization offers an excellent chance to leapfrog stages 
of economic development, and to facilitate inclusion.

Technologies might have a mediating effect in connectivity across borders, and 
prerequisites for cooperation in digitalization are available at the political level. “A 
Europe fit for the digital age” is one of the six priorities of the new EU Commis-
sion (Von der Leyen, 2019), digitalization is a national priority for China (Peng, 
2020) and is also the second priority of the Eurasian integration (Kuz’min, 2020). 

What would such cooperation look like? Ideally, it would involve a comprehensive 
trade and investment agreement in digital economy and trade. It could be a long-
term goal of connectivity in digital Eurasia. In the short and medium term, coop-
eration in selected areas of digitalization would be possible, as noted in the previ-
ous section, as would the expansion of existing programs, projects, and initiatives 
to all potential countries/unions in Eurasia. At the same time, some form of focus 
on the creation of comprehensive digital agreements or the inclusion of digital 
dimensions in existing trade and investment agreements should be strengthened 
in national digitalization strategies. It is important to involve international organ-
izations in any work on such cross-border agreements, as they can play a central 
and coordinating role in addressing legal issues relating to the digital economy 
and digital trade. 

However, it is important to remember that digital technologies are not, in them-
selves, a panacea. Undoubtedly, they offer new opportunities for promoting coop-
eration. But their implementation is still reliant on human beings. An increased 
level of awareness is required, rethinking the role of both people and machines. 
All of this will require a participatory, inclusive, cross-dimensional, and cross-bor-
der approach.
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Myanmar’s Role in the Evolution  
of EU-ASEAN Ties

Zoltán Páldi

Abstract
Situated at the two endpoints of what we call the Eurasian supercontinent, the 
European Union (EU) and the Association of Southeast Asian Nations (ASE-
AN) look back on a long history of cooperation: the two entities had been Dia-
logue Partners since 1977, and have only recently elevated their ties to the level of 
Strategic Partnership in December 2020, following years of preparation. However, 
relations between the two entities have had their share of tensions. Myanmar’s 
1997 accession to ASEAN, for instance, resulted in a significant and lengthy cool-
ing of relations.  Though remarkable progress was made after 2010, with the coup 
d’état on 1 February 2021, it seems that Myanmar has once again became the 
‘black sheep’ in the equation. Examining the historical milestones of the EU’s ties 
with ASEAN and Myanmar, along with the development of events in the first 100 
days following the military coup, the article aims to shed light on the role played 
by Myanmar in the evolution of the EU-ASEAN relations. It concludes that con-
trary to Myanmar’s 1997 accession to ASEAN, when the EU distanced itself from 
the Southeast Asian bloc, this time it voiced full support to ASEAN, realizing that 
it can play a key role in the de-escalation of the situation in Myanmar.
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ASEAN, European Union, multilateralism, Myanmar
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1. Introduction
The Association of Southeast Asian Nations (ASEAN) and the European Union 
(EU), situated at the two endpoints of what we call the Eurasian supercontinent, 
represent different qualities and depths of integration. Still, both organizations 
contributed greatly to stability and development in their respective regions, and 
went on to become highly influential actors in the global arena. Against this back-
ground, it is not surprising that the EU and ASEAN were often labelled “natural 
partners”, and that in December 2020, the two entities elevated their ties to the 
level of Strategic Partnership. The EU-ASEAN relations look back on a history of 
more than four decades, and while the focus was initially mainly limited to trade 
and economy, the period after the turn of the millennium saw their collaboration 
expand to include fields such as politics, security and development cooperation. 
However, the EU-ASEAN relations have not been free of turbulence. Myanmar’s 
inclusion into ASEAN and hence into the EU-ASEAN Dialogue Relations a par-
ticular example of this.

Drawing upon in-depth interviews with stakeholders, leaning on previous re-
search in the field, and analysing official documents, this article aims to shed light 
on the nature of the EU-ASEAN relations, particularly focusing on the role Myan-
mar played over the years in the evolution of ties between the two international 
organizations. The section following this introduction gives a general overview 
of the relations between the two entities, going over the main milestones and 
some of the most pressing general issues. Subsequently, it examines the period 
following Myanmar’s 1997 accession to ASEAN, then the development of the 
Myanmar-EU bilateral ties following the country’s reforms in the 2010s. The pe-
nultimate section takes a closer look at the events that unfolded in the wake of 
the February 2021 Myanmar coup d’état, focusing on the first 100 days following 
the military takeover. The last section serves as a conclusion, summarizing and 
compiling the main findings of the paper.

2. A General Overview of EU-ASEAN Ties
In order to thoroughly scrutinize Myanmar’s role in the EU-ASEAN relations, we 
must first present a general overview of the ties between these two international 
organizations. The inception of cooperation between the two entities dates back 
to more than four decades ago. The year 1977 saw the formalization of relations, 
when the European Economic Community and ASEAN officially became Dialogue 
Partners. From the early 1980s onwards, regularly convening platforms such as 
the ASEAN-EU Ministerial Meeting and the Joint Cooperation Committee worked 
to facilitate this dialogue (European External Action Service [EEAS], 2021).

Ever since the beginning, economic cooperation has been the main cornerstone of 
EU-ASEAN ties. This is also marked by the increasing trend of bilateral total trade 
in goods, which grew significantly over the 2010s, expanding from 203 billion 
USD in 2010 to 280 billion USD in 2019, reaching the peak in 2018 at 288 billion 
USD. This currently makes the European Union ASEAN’s second largest source 
of imports (126 billion USD) after China, and its third-largest export destination 
(154 billion USD in 2019) after China and the United States of America (ASEAN 
Secretariat [ASEC], 2020a). Trade in services between the two regions almost 
tripled over the last decade, from 37.6 billion EUR or 45.2 billion USD in 2010 
to 93.5 billion EUR or 112.4 billion USD in 2019 (EEAS, 2021a). In addition, in 
2019 the EU was the fourth largest source of foreign direct investment (FDI) in 
ASEAN, with a total investment value of 15.4 billion USD, making up 9.7% of the 
total FDI influx – down from the first position in 2018, with 25.8 billion USD and 
a share of 16.9% (ASEC, 2020a).

To utilize economic potential even further, the idea of an EU-ASEAN Free Trade 
Agreement (FTA) emerged in 2006, though the initiative was dropped in 2009. 
From an economic point of view, ASEAN is a much less integrated entity than the 
EU, and due to diverging priorities and interests on the ASEAN member states’ 
side, as well as significant differences in the level of development, talks regarding 
a large-scale bi-regional agreement ended up reaching an impasse. Subsequently, 
the EU commenced separate FTA negotiations with certain ASEAN states, which 
could also serve as building blocks for a future interregional agreement. FTAs 
were signed with Singapore and Vietnam is 2018. Talks are currently underway 
with Indonesia and the Philippines, although progress has been sluggish. Negoti-
ations with Malaysia and Thailand began in 2010 and 2013, respectively, but are 
currently on hold (EEAS, 2021a). No FTA talks have been initiated with Brunei, 
Laos and Myanmar yet, although negotiations on an investment protection agree-
ment commenced in 2014 with the latter, only to be paused in 2017, due to the 
Rohingya crisis. Thus, even though the EU has thus far managed to engage in 
some way with the six most significant economies out of the ten ASEAN mem-
bers, sealing a bi-regional FTA in the foreseeable future seems highly unlikely.

Until the end of the 20th century, little significance was attributed to the ties 
between the two organizations, with the exception of trade. After the turn of 
the millennium, however, as the region’s economic and political significance in-
creased, the EU also started to gradually place a greater focus on Southeast Asia, 
aiming to diversify its relations with ASEAN as well (European Commission, 
2004). The two entities signed a Declaration of Enhanced Partnership in 2007 
which signalled an optimistic start to the revitalization of ties (European Com-
mission, 2007). However, the development and diversification of cooperation 
would not always progress rapidly or smoothly. 
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This can be attributed to two causes. First, ASEAN mainly looks at the EU as a 
trade partner with only a marginal political and security influence in the broad-
er Southeast Asian region. This can clearly be seen through the example of the 
East Asia Summit (EAS), a high-level forum initiated by ASEAN in 2004 for the 
purpose of discussing regional challenges. The EU first signalled its intention to 
join the EAS in 2007, and has been keeping the idea on the agenda ever since. 
Nevertheless, its accession to the forum has not even been considered yet, where-
as other new members have already been admitted in the meantime. The second 
cause was the attitude of exporting norms and standards that has characterized 
the EU’s approach towards ASEAN until recently. This proved to be a mistake, as 
the countries of the Southeast Asian bloc deemed it condescending and harmful 
to the organization’s core principle of strict non-interference into each other’s in-
ternal affairs (Xuechen, 2018). With nine out of ten being former colonial states, 
the members of ASEAN value their economic and political sovereignty above 
all, preferring to uphold their home-grown policy formulation guidelines such 
as the ASEAN Way1 and ASEAN centrality.2 The EU took slightly too long to 
understand this. 2012, however, marked an important change in the EU’s atti-
tude, when it acceded to the ASEAN Treaty of Amity and Cooperation. 2015 was 
another important milestone, with the EU establishing a new diplomatic mission 
and appointing an ambassador solely dedicated to oversee EU-ASEAN ties.

Still, elevating these ties to the highest, strategic level required a significant 
amount of time and effort. The idea of an EU-ASEAN Strategic Partnership was 
first brought up in 2012 by ASEAN, but the EU was initially not enthusiastic 
about it. Ironically, the tables turned only a couple of years later, when the EU be-
gan pursuing the issue in 2014, and ASEAN appearing to be reluctant (Blankert, 
2020). As a sign of (rather slow) progress, however, the parties adopted a number 
of ambitious action plans over the years, in preparation of strengthening ties. The 
Strategic Partnership deal was supposed to be sealed in January 2019, but Indo-
nesia and Malaysia vetoed it at the last minute, in retaliation against the EU’s 
renewable energy directive (RED II), which put palm oil at a disadvantage in the 
European markets. This delayed the strengthening of ties by almost two years. 
Eventually, the official declaration of the EU-ASEAN Strategic Partnership took 
place on 1 December 2020, at the 23rd ASEAN-EU Ministerial Meeting (ASEC, 
2020b). The Strategic Partnership brought about one specific and remarkable 
change, namely regular summits3 between the leaders of the parties. This may 

1  The ASEAN Way is the organization’s own dispute-solving approach, characterized by non-interference into each other’s 
internal affairs, non-confrontation and abstaining from the use of force, reaching consensus via negotiations instead.

2  According to the idea of ASEAN centrality, ASEAN shall be at the core of (the broader Southeast Asian) regional institutions. 
Certain ASEAN-led platforms, such as the ASEAN Plus formations, the ASEAN Regional Forum and the East Asia Summit 
are good examples of this. The ASEAN Outlook on the Indo-Pacific also emphasizes the principle of ASEAN centrality. 

3  Before becoming strategic partners, the highest regularly convening platform in the EU-ASEAN Dialogue Relations was the 
Ministerial Meeting. So far, only one EU-ASEAN Summit was held, in 2017, to commemorate the 40th anniversary of ties.

end up strengthening the EU’s political leverage in the region, although at the 
time of writing, the first regular ASEAN-EU Summit has yet to be scheduled.

It is also important to note the EU-ASEAN development cooperation. As a com-
mitted supporter of regional integrational processes, the EU provides a signifi-
cant amount of development aid to ASEAN. During the 2014-2020 period, on 
top of the 2 billion EUR bilateral assistance provided to ASEAN member states, 
the EU supported regional integration with 250 million EUR, the main priority 
area being connectivity, with a total of 85 million EUR provided (EEAS, 2020). 
In addition, the EU was the ASEAN Secretariat’s biggest donor during the same 
period, providing 200 million EUR of grant funding. With regards to joint co-
operation in fighting the COVID-19 pandemic, it is notable that in 2020, the 
EU supported the ASEAN region with over 800 million EUR to assist the battle 
against the virus. This included the provision of equipment, as well as technical 
assistance to health facilities and health workers. Team Europe (the EU and its 
member states) is also one the main donors to the COVID-19 Vaccines Global 
Access (COVAX) facility. By February 2021, with over 2.2 billion EUR, Team 
Europe contributed approximately half of the scheme’s funding, from which the 
ASEAN region was forecasted to receive 32 million doses of vaccines (EEAS, 
2021a).

In summary, although the long-standing EU-ASEAN ties have recently reached 
the level of Strategic Partnership, occasional difficulties in mutual understand-
ing still arise. The two institutions represent different levels and forms of in-
tegration. Unlike the EU, which can be characterized as supranational entity, 
ASEAN is a much looser intergovernmental alliance. Hence, the EU’s bilateral 
ties with the respective ASEAN member states are of considerable significance 
in EU-ASEAN relations as well. In the eye of ASEAN and its member states, the 
EU is still mainly a trade partner (and development aid donor), although the EU 
has recently been making large-scale efforts to better establish itself as a political 
and security actor in the wider region.

3.  Myanmar’s Accession to ASEAN and Its Effects  
on EU-ASEAN Ties

Much like most diplomatic relations, EU-ASEAN ties have also had their ups and 
downs. So far, the lengthiest and most significant cooling of relations took place 
in the wake of Myanmar’s 1997 accession to ASEAN.

In October 1996, the European Commission expressed its concerns over human 
rights violations, a lack of progress towards democratization, and the unwilling-
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ness of the ruling State Law and Order Restoration Council (SLORC)4 to enter 
into dialogue, and adopted a common position (96/635/CFSP) reaffirming the 
existing arms embargo and introducing new restrictive measures such as the 
suspension of high-level visits to Burma/Myanmar and the entry ban of senior 
SLORC members to the EU. In addition, in March 1997, in Council Regulation 
(EC) No 552/97, the EU withdrew Myanmar’s access to the generalized tariff 
preferences, over concerns of forced labour. All of this occurred mere months 
before Myanmar acceded to ASEAN in July 1997 (ASEC, 1997).

Myanmar’s admission to ASEAN (despite objections from the West) and The 
EU’s cessation of dialogue with the country caused a freeze in EU-ASEAN ties. 
With none of the parties willing to compromise on their stances (the ASEAN on 
its non-interference policy, the EU on its stance on human rights and fundamental 
freedoms), the stalemate lasted for three years (de Flers, 2010). Eventually, with 
an implicit bargain over Myanmar’s State Peace and Development Council (SPDC) 
engaging in “early discussions” with the National League for Democracy (NLD), 
the ASEAN-EU Ministerial Meeting (AEMM) resumed in December 2000 (Jones, 
2008). Notably, this was the first-ever AEMM with Myanmar present, and during 
the event, the participants noted the country’s intention to join the Asia-Europe 
Meeting (ASEM) as well (ASEC, 2000).

However, this did not mean that Myanmar stopped being a stumbling block for 
EU-ASEAN ties. Following the Depayin incident5 in March 2003, the EU rolled 
out another sets of sanctions against Myanmar due to the deteriorating situation 
in the Southeast Asian country, and in March 2004 the European Parliament (EP) 
issued a number of resolutions which, among other conditions, insisted that the 
country not join ASEM and not participate at the upcoming ASEM meeting (con-
trary to ASEAN’s claim that as a full-fledged member of the organization, Myan-
mar should have a place in the platform). Furthermore, the EP called on ASEAN 
and it member states to “exert greater pressure on the SPDC to release Aung San 
Suu Kyi and other detained NLD members immediately, and to take meaningful 
steps to exercise their influence over the Burmese regime to bring about demo-
cratic change” in the country (EP, 2004). The 2004 ASEM Summit was almost 
cancelled. In the end, however, the EU consented to moving forward with the 
Summit with a lower-level of participation from Myanmar, as a compromise solu-
tion (Gaens, 2015). 

A year later, however, it was ASEAN who boycotted the 2005 ASEM Econom-
ic Ministers meeting in Rotterdam, because the EU’s refusal to issue visas for 

4 The SLORC was reconstituted in November 1997, under the name ‘State Peace and Development Council’ (SPDC). 
5  On 30 March 2003, pro-democracy NLD leader Aung San Suu Kyi’s motorcade was ambushed near the town of Depayin/

Tabayin in an incident that was later commonly referred to as the ‘Depayin massacre’. Subsequently, she was detained, 
and later put under house arrest.

the Myanmar delegation (Camroux, 2008). The same year, the EU (along with 
the US) emphasized that they would boycott ASEAN meetings, should Myanmar 
take the rolling annual chairmanship of the bloc in 2006. Eventually, at the 38th 
ASEAN Ministerial Meeting in Vientiane, it was announced that Myanmar would 
relinquish its turn to be Chair, with assurances that it would be able to assume 
this role in the future, once it is “ready to take its turn”. To live up to ASEAN’s 
non-confrontational settlement of disputes, and to help Myanmar save face, fel-
low member states also took the occasion to emphasize their appreciation of My-
anmar “for not allowing its national preoccupation to affect ASEAN’s solidarity 
and cohesiveness” (ASEC, 2005).

In May 2008, Cyclone Nargis struck Myanmar, resulting in the most severe nat-
ural disaster in its history, with a death toll in the hundreds of thousands, and 
causing property damage of 12 billion USD. In addition, it also once again high-
lighted the country’s isolation: following the disaster, the junta was reluctant to 
let foreign aid and workers in, despite the immense magnitude of the damage 
(Camroux, 2008). As a solution, the Tripartite Core Group was formed, consist-
ing of Myanmar, ASEAN and the United Nations (UN), whose task was to co-
ordinate post-Nargis international assistance (including that of the EU), “as an 
ASEAN-led mechanism to facilitate trust, confidence and cooperation between 
Myanmar and the international community in the urgent humanitarian relief and 
recovery work” (United Nations Office for the Coordination of Humanitarian Af-
fairs, 2008). This once again underlined ASEAN’s important role in acting as a 
liaison for Myanmar.

4. EU-Myanmar Relations in the 2010s
From 2010 onwards, Myanmar embarked on a process of reform, taking slow 
steps towards democratization. This included relaxing of some media restrictions 
and releasing of certain political prisoners, including Aung San Suu Kyi (Human 
Rights Watch, 2012). This favourable development of events also presented an 
opportunity to begin developing bilateral ties between the EU and Myanmar. 

Following the 2012 by-elections that saw NLD and Aung San Suu Kyi (legally) 
return to the political arena, the EU opened an office in Myanmar, which was 
upgraded to a full-fledged diplomatic mission (EU Delegation) the following year. 
The previous EU sanctions were suspended temporarily in April 2012, then lifted 
completely a year later, with the arms embargo being the only exception (EEAS, 
2016). The country’s participation at the “Everything But Arms” (EBA6) arrange-
ment was also restored, granting products from Myanmar duty and quota-free 

6 The EBA is part of the EU’s Generalized Scheme of Preferences for Least Developed Countries (LDCs).
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entry to the European single market. As a result, bilateral trade skyrocketed, from 
404 million EUR in 2012 to 2.1 billion EUR in 2017, and reaching 3.1 billion EUR 
in 2020 (of which Myanmar’s exports to the EU made up 2.6 billion EUR). This 
meant that the EU had become Myanmar’s third biggest trade partner after China 
and Thailand (European Commission, n.d.).

In 2013, the EU adopted a comprehensive policy framework to support Myan-
mar. The document thoroughly emphasizes the EU’s willingness to assist with 
Myanmar’s reforms and its further integration into ASEAN. In addition, it also 
voices support for Myanmar’s 2014 ASEAN chairmanship7, marking a meaning-
ful change in the EU’s stance compared to eight years previously (Council of the 
European Union, 2013). Following the 2015 elections, won by NLD in a landslide 
victory, the EU issued a new Myanmar strategy in 2016, labelling the EU’s ties 
with the country as a “special partnership”, signalling its intent to assist Myanmar 
in the process of democratization by directly engaging with the government, while 
also keeping the regional/ASEAN context. It is also worth noting that in terms 
of development aid, the EU earmarked a generous sum of 688 million EUR for 
Myanmar for the period of 2014-2020 (European Commission, 2016).

The Rohingya refugee crisis8 that emerged in Rakhine State not long after Myan-
mar’s new, democratically elected government assumed office, once again started 
to erode the international community’s newfound and fragile trust. This also led 
to the derailing of EU-Myanmar investment protection agreement negotiations, 
which had been ongoing since 2014, and were already nearing completion. Fur-
thermore, in 2018, due to concerns about political, labour and human rights (par-
ticularly in Rakhine, Shan and Kachin States), the EU opted in favour of a number 
of restrictive measures against Myanmar, including an enhanced arms embargo, 
as well as asset freezes and travel bans against 14 senior officers of the country’s 
military, border guard, and police (Council of the European Union, 2018). In ad-
dition, the EU started investigating the possibility of suspending Myanmar’s par-
ticipation at the EBA scheme. Eventually, however, in 2020 the EU reported that 
the withdrawal of EBA would not take place, considering that Myanmar had shown 
progress in key areas during the previous two years. Still, the EU would continue 
closely monitoring the human rights situation (European Commission, 2020).

7  Later, during the year of Myanmar’s chairmanship, the EU and ASEAN “agreed to work towards the upgrading of the 
partnership to a strategic one” at the 20th AEMM (ASEC, 2014).

8  Ever since it gained independence from the United Kingdom in 1948, ethnic conflicts have been ongoing in different areas 
of Myanmar (e.g. in the states of Kachin, Shan, Rakhine, etc.). Of these, the Rohingya crisis probably garnered the most 
international attention. The Rohingya are a Muslim ethnic minority mainly residing in Myanmar’s Rakhine State. However, 
the 1982 Citizenship Law does not recognize them as part of any of the country’s ‘Major National Ethnic Races’, hence 
rendering them stateless. As a result of long years of persecution, and following violent incidents with the military that 
peaked in 2017, hundreds of thousands of Rohingyas have fled Myanmar. According to the UN High Commissioner for 
Refugees, more than 700 thousand Rohingyas currently live in refugee camps in Bangladesh.

Although these restrictions may seem to be rather mild, especially compared to 
those imposed on the previous regime, behind this lies the EU’s realization that 
putting too much strain on Myanmar might be counterproductive, possibly result-
ing in further disruptions to the country’s democratic transition and integration 
process into ASEAN and the international community (Thuzar, 2020).

5.  The First 100 Days Following the February 2021 Military 
Takeover

The November 2020 general elections in Myanmar took place amid spiralling eth-
nic tensions (Tower, 2020). Nevertheless, the NLD managed to secure another 
landslide victory. However, the armed forces (Tatmadaw) claimed that the elec-
tions were fraudulent, and assumed power on 1 February 2021 in a coup d’état, 
during which President Win Myint, State Counsellor Aung San Suu Kyi and other 
lawmakers were detained and a year-long state of emergency was declared. Re-
portedly, more than 780 civilians lost their lives in the ensuing protests during the 
first 100 days following the coup, and approximately 3800 people were impris-
oned (Assistant Association for Political Prisoners, 2021). Already ravaged by the 
COVID-19 pandemic in 2020, the economy plunged sharply. The banking system 
was paralysed, and according to the United Nations Development Programme, 
around half the country’s population could fall below the poverty threshold by 
next year (“100 Days Since Myanmar’s Coup”, 2021). What is more, the spillover 
effects of a protracted crisis in Myanmar may also lead to the destabilization of 
ASEAN, and even the wider region (Nur, 2021).

The EU condemned the coup almost immediately, with High Representative Jo-
sep Borrell issuing a statement on 2 February (Council of the European Union, 
2021a). On 22 February, the Council adopted resolutions, demanding the resto-
ration of the civilian government and the immediate release of detainees (Council 
of the European Union, 2021b). As the situation escalated, restrictive measures 
followed. On 22 March, the EU imposed a travel ban and an asset freeze on eleven 
persons affiliated with the Tatmadaw, including Commander-in-Chief Min Aung 
Hlaing (Council of the European Union, 2021c). These were followed by further 
sanctions on 19 April, blacklisting two Tatmadaw-controlled conglomerates, the 
Myanmar Economic Holdings Public Company Limited (MEHL) and the Myan-
mar Economic Corporation Limited (MEC), and sanctioning 10 more military-re-
lated persons (Council of the European Union, 2021d). The restrictions imposed 
by the United States of America were similar to that of the EU in terms of content 
and targets, although coming into effect slightly earlier: the first set of sanctions 
were imposed on 11 February, followed by a number of others until 21 April (U.S. 
Department of State, n.d.). In addition, on 29 March, the United States Trade 
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Representative (USTR) announced the suspension of engagement with Myanmar 
under the Trade and Investment Framework Agreement, and the possible with-
drawal of the country’s participation at the Generalized System of Preferences 
scheme (USTR, 2021). Another important similarity is that both the EU and the 
United States applied targeted measures, focusing on the country’s armed forces 
and its economic network. In order to not support the military authorities, the EU 
suspended its development cooperation with Myanmar. Nevertheless, EU-ASE-
AN development programmes also involving Myanmar remained in effect, and on 
16 April, an emergency humanitarian aid fund in the value of 9 million EUR was 
allocated, channelled directly through NGOs, UN Agencies, and the Red Cross 
(European Commission, 2021).

China’s reaction was rather soft and muted in comparison to the EU and the Unit-
ed States, initially referring to the events unfolding in Myanmar as a “major cabi-
net reshuffle” (“Major cabinet reshuffle announced”, 2021). On 2 February, China 
vetoed a United Nations Security Council (UNSCR) joint statement condemning 
the military takeover (“Myanmar coup: China blocks UN”, 2021), only allowing 
a watered-down press release to pass on 4 February (UNSC, 2021a). The state-
ments contained in this press release were later reiterated in a UNSC presidential 
statement on 20 March (UNSC, 2021b). Both documents highlight ASEAN’s sig-
nificance, and the international community’s support towards the organization.

On 1 February, ASEAN issued a carefully worded chairman’s statement, declaring 
that member states are paying close attention to the developments in Myanmar, 
re-affirming the values enshrined in the ASEAN Charter such as democracy and 
human rights, reiterating the importance of political stability, and encouraging 
Myanmar to “return to normalcy” (ASEC, 2021a). On 2 March, following shuttle 
diplomacy efforts, an informal ASEAN foreign ministerial meeting took place. 
The event was a milestone in itself, since it was the first time that the ministers 
of the bloc (including the Myanmar military’s representative) had been able to sit 
down together to the (virtual) negotiation table since the coup d’état. However, 
the meeting did not result in any major breakthroughs, besides reiterating that 
ASEAN was prepared to give assistance to Myanmar “in a positive, peaceful and 
constructive manner” (ASEC, 2021b). During the event, Singapore’s foreign af-
fairs minister Vivian Balakrishnan pointed out that if the core guiding principles 
of the ASEAN Charter are not observed by all the members, that underlines ASE-
AN’s “lack of unity” and undermines its “credibility and relevance as an organiza-
tion” (Ministry of Foreign Affairs of Singapore, 2021). The differences in how re-
spective ASEAN member states regard the Myanmar coup further exacerbate this 
lack of unity. Cambodia, Laos, the Philippines, Thailand and Vietnam viewed it as 
an internal issue, at least initially, whereas Brunei (ASEAN Chair at the time), In-
donesia (with ASEAN as its foreign policy cornerstone), Malaysia (in the midst of 

bidding for a spot at the UN Human Rights Council) and Singapore (Myanmar’s 
top investor) had been more vocal in their opposition since the beginning.

At the much-anticipated 24 April ASEAN Leaders’ Meeting on Myanmar, with the 
participation of Tatmadaw leader Min Aung Hlaing, the parties agreed on a Five-
Point Consensus, namely 1) the immediate cessation of violence, 2) constructive 
dialogue among all parties, 3) the appointment of a special ASEAN envoy, 4) 
ASEAN to provide humanitarian assistance, 5) a special envoy to visit Myanmar 
to hold talks with all parties (ASEC, 2021c). Although the summit was widely 
lauded as a step in the right direction, it fell short in a number of respects. First, 
there was no mention of the possible release of the political prisoners. Second, 
although the Five-Point Consensus mentioned the inclusion of all parties con-
cerned in Myanmar, it provided no clarity on how ASEAN would engage with 
the National Unity Government (NUG), a parallel shadow government formed 
in mid-April, mainly by the ousted lawmakers. The NUG was not involved in the 
24 April Leaders’ Meeting, whereas Min Aung Hlaing’s invitation to the summit 
could be construed as ASEAN’s de facto recognition of Myanmar’s current mili-
tary regime. Third, no timeline was set for the implementation of the five points 
(Strangio, 2021). In light of this, it is unsurprising that upon returning home from 
the summit, Min Aung Hlaing announced that the ASEAN delegation’s proposed 
visit to Myanmar “will be considered after stabilizing the country” (“Visits to 
Myanmar”, 2021). This could mean that ASEAN’s delegate would likely face the 
same fate as the UN special envoy, Christine Schraner Burgener, who is currently 
based in Bangkok, with her entry to Myanmar denied by Naypyidaw (“Myanmar 
junta refuses UN envoy visit”, 2021).

In a declaration issued on 30 April, the EU called the Leaders’ Meeting “a posi-
tive and important first step”, reiterated its readiness to support ASEAN and its 
soon-to-be-appointed special envoy, and also welcomed the NUG’s “pro-democ-
racy efforts” (Council of the European Union, 2021e). This further highlights 
that, while strongly condemning the Myanmar coup, this time the EU was not 
attempting to distance itself from ASEAN, in contrast with the decade following 
Myanmar’s 1997 accession to the bloc. On the contrary, the EU decided to fully 
back ASEAN’s efforts, understanding that the de-escalation of the Myanmar situ-
ation could probably be best mediated by the Southeast Asian organization.

The EU, and the international community in general, had a limited scope of action 
available in the first 100 days following the February coup d’état. This included 
the imposing of sanctions targeted to weaken the Tatmadaw, while still keep-
ing the humanitarian aid flowing, and continuing to provide reassurances on all 
possible forums regarding its support towards ASEAN in its efforts to solve the 
situation in Myanmar, in line with the UN Secretary-General’s recommendations 
issued on 11 May 2021 (United Nations Secretary-General, 2021).
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It may be important to note that the Myanmar coup took place not long after the 
official conclusion of the EU-ASEAN strategic partnership agreement in Decem-
ber 2020, which took considerable time and effort to achieve. In addition, along 
with the global power shift to the East, the EU’s ties with ASEAN – a key player 
in the region – had become increasingly significant. Against this background, it 
would be in the EU’s interest if the situation in Myanmar would not affect the 
general EU-ASEAN interregional ties. 

For the time being, there are no signs of impairment in the implementation of the 
EU-ASEAN Strategic Partnership. In May 2021, the Mission of the European Un-
ion to ASEAN was upgraded to full-fledged EU Delegation status. The upcoming 
sitting of the biannual ASEAN-EU Senior Officials Meeting, scheduled for July 
2021, remains on the agenda. The inaugural ASEAN-EU Summit is in the pipeline 
as well, although the date is yet to be fixed at the time of writing. On 19 April 
2021, the EU issued its very own Indo-Pacific strategy, which involved enhanced 
engagement with ASEAN (EEAS, 2021b). This once again underpins the fact that 
the EU’s regional interests would best be served by a strong and multifaceted 
partnership with a unified ASEAN.

6. Conclusion
EU-ASEAN relations look back on a long history. The article provided an over-
view on how the ties between the entities had evolved from the initial trade-fo-
cused collaboration to a much more multifaceted cooperation, culminating in the 
eventual sealing of the Strategic Partnership, as well as highlighting some of the 
main stumbling blocks in interregional relations. One of the most significant such 
stumbling blocks is the difference in approach towards integration in terms of 
depth and quality: the EU is a highly integrated supranational entity, whereas 
ASEAN is a more loose intergovernmental organization with a strict non-interfer-
ence principle at its core.

The paper’s primary aim was to examine Myanmar’s role in the evolution of ties 
between the EU and ASEAN. Issues related to Myanmar were a source of tensions 
multiple times during the history of the region-to-region ties. The country’s 1997 
accession to ASEAN resulted in a cooling off in the interregional dialogue that 
lasted for several years, only fully resolving when the democratization process 
commenced in Myanmar in the 2010s. Subsequently, EU-Myanmar bilateral rela-
tions could finally start to develop, relieving the EU-ASEAN ties from substantial 
strain. The lifting of long-standing sanctions resulted in a trade boom, and the EU 
became Myanmar’s third largest trading partner. However, due to the Rohingya 
crisis, the EU’s trust in the country slowly began to erode.

The coup d’état on 1 February 2021 once again catapulted Myanmar into the glob-
al spotlight. While reactions by stakeholders such as China, the United States and 
the UN were only mentioned tangentially, the study attempted to give a detailed 
outline on how ASEAN and the EU reacted to the events unfolding during the 
first 100 days following the military takeover. It concluded that contrary to the 
foreign relations trajectory following Myanmar’s 1997 accession to ASEAN, when 
the EU distanced itself from the Southeast Asian bloc, this time it voiced its full 
support, realizing that ASEAN can play a key role in the de-escalation of the situ-
ation in Myanmar. Much like some other like-minded actors, the EU also aims to 
weaken the Tatmadaw’s position with targeted sanctions. These measures do not 
(and should not) affect general EU-ASEAN ties. Cooperation with ASEAN plays 
an important role in the EU’s regional agenda, and with the recently concluded 
Strategic Partnership, this collaboration will become even stronger, making the 
organization’s unity and stability more vital to the EU than ever. At the time 
of writing, it would be difficult to predict how the situation in Myanmar will 
play out. A prolonged crisis, however, could possibly lead to a considerable loss 
in ASEAN’s stability and credibility, and may well imbalance the entire region. 
Moreover, in the long run, it might also strain the relationship between the EU 
and ASEAN, as the current Myanmar military authority’s possible participation at 
future multilateral meetings could raise concerns.
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The Impacts of Financial  
Development on the Margins of Chinese  

Outward FDI in Eurasia

Zhang Juan – Liu Zuanshi

Abstract 
This paper introduces the financial development of host and home countries within 
the framework of firm-specific advantage/country-specific advantage (FSA/CSA), 
and discusses the impacts of financial development of host and home countries 
on the extensive and intensive margins of Chinese outward FDI (OFDI) in Eur-
asia, using Chinese enterprises’ OFDI data from 2011 to 2020. Empirical results 
show that the financial development of home and host countries can significantly 
raise the internationalization level of Chinese enterprises, both in number and as 
expressed by the average value of OFDI in Eurasia. The effects of financial devel-
opment in the home country on the binary margins of Chinese OFDI are greater 
than those in the host country. The higher the level of the financial development, 
the more capital enterprises are able to obtain, the more investment projects can 
be realized, and the higher the average value of OFDI. Even if the market potential 
of the host country is not attractive enough to attract Chinese OFDI, the higher 
level of financial development in home and host countries can make the OFDI 
project possible. Although enterprises with higher tangible fixed assets are easier 
to pledge for external credit, the characteristics of asset-heavy sectors make the 
outward investment difficult, due to higher upfront and entry costs. Although the 
larger host market is more attractive for Chinese enterprises to invest in, it might 
not raise the average value of Chinese enterprises’ investment projects. Based on 
the above analysis, this paper puts forward the corresponding policy implications.

Keywords 
Financial development, foreign direct investment, extensive margin, intensive 
margin, China, Eurasia
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1. Introduction
Since China has proposed the Belt and Road Initiative (BRI), the pace of Chinese 
enterprises investing in the countries along Belt and Road has accelerated. The 
increase in China’s economic strength and foreign exchange reserves has provid-
ed a solid foundation for Chinese outward foreign direct investment (OFDI). The 
financial development in host countries also facilitates foreign capital inflows. 
Eurasian countries are illustrative examples. One reason why Eurasian countries 
are attractive to foreign investment is their high energy subsidies. In 2011, these 
subsidies were 3-5 percent of GDP in Azerbaijan, Kazakhstan, and the Russian 
Federation, 8 percent in Ukraine, and more than 25 percent in Turkmenistan and 
Uzbekistan (Gill et al., 2014, p. 21). 

By the 21st century, it has become apparent that a new world order is in the 
making. The epicenter of this ongoing geopolitical transformation is undoubtedly 
Eurasia. The countries covered by the term Eurasia vary depending on the defini-
tion used. A broader interpretation of Eurasia is the entirety of the European and 
Asian continents. The OECD’s Eurasia-related activities involve 13 countries, ex-
tending from the borders of the European Union to the Far East: Afghanistan, 
Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyz Republic, Mongolia, 
Moldova, Tajikistan, Turkmenistan, Ukraine and Uzbekistan. Gleason (2010) ar-
gues that the term “Eurasia” is merely a convenient way of referring to what had 
once been Soviet territory. Gill et al (2014)’s report Diversified Development: 
Making the Most of Natural Resources in Eurasia published by the World Bank 
defines Eurasia, the eastern part of Europe and Central Asia (ECA), as the coun-
tries of the former Soviet Union excluding the Baltic States: Armenia, Azerbaijan, 
Belarus, Georgia, Kazakhstan, Kyrgyz Republic, Moldova, Russian Federation, 
Tajikistan, Turkmenistan, Ukraine, and Uzbekistan. The Eurasian Development 
Bank (EDB) has 6 member states: Armenia, Belarus, Kazakhstan, Kyrgyz Repub-
lic, the Russian Federation and Tajikistan. In contrast to the EDB, the Eurasian 
Economic Union (EAEU) does not include Tajikistan. In this paper, the country 
group of Eurasia should be understood to comprise Armenia, Azerbaijan, Bela-
rus, Georgia, Kazakhstan, Kyrgyz Republic, Moldova, the Russian Federation, 
Tajikistan, Turkmenistan, Ukraine, and Uzbekistan. The BRI is a key artery con-
necting the East and the West. Eurasia has a strategic transit location at the cross-
roads of key transport, trade, investment and culture corridors. According to the 
Statistical Bulletin of China’s Outward Foreign Direct Investment, Chinese OFDI 
flows in Eurasia fluctuated frequently during the period of 2011-2019. It reached 
the peak with about USD 4.28 billion, accounting for approximately 4.87% of 

total Chinese OFDI flows in the world in 2012. However, by 2019, Chinese OFDI 
flows in Eurasian countries dipped to about USD 410 million, accounting for only 
0.3% of total Chinese OFDI flows globally. China’s project contracting in Eurasia 
is steadily progressing and evolving in various sectors beyond natural resources 
(Arduino & Cainey, 2019). The BRI has been associated with a very extensive 
programme of investments in infrastructure development for ports, roads, rail-
ways and airports, as well as power plants and telecommunications networks. 
Since 2019, the volume of Chinese state-led BRI lending has been in decline. The 
BRI now places greater emphasis on “high-quality investments”, including more 
intensive use of project finance, risk mitigation tools, and green finance. 

It is usually difficult for an enterprise to finance its OFDI purely internally, with 
external financing being the norm. Its asset structure makes the enterprise face 
different financing constraints, and imposes a greater dependence on external 
financing. The higher asset tangibility makes it easier for the enterprise to find 
collateral for credit, but it also implies an asset-heavy structure, which can in-
volve higher upfront and market entry costs for cross-border activities. Eurasia is 
abundant in natural resources. It is estimated that “Eurasia has more than a third 
of the world’s reserves of oil, gas, bauxite, and gold” (Gill et al., 2014, p. 2). In-
vestment in energy and resource industries is usually considered an asset-heavy 
business. 

China is now the leading foreign investor in Eurasia. Initially, the Chinese gov-
ernment, policy banks and state-owned enterprises (SOEs) took the lead with 
regard to investing in Eurasia. For some projects, SOEs were supposed to benefit 
from inexpensive credit lines provided by Chinese banks. However, the range of 
Chinese investors has grown over time to include many private enterprises, with 
financing provided by a range of commercial banks and investment funds, both 
Chinese and international. 

A large body of evidence suggests that financial development facilitates and pro-
motes foreign capital flows. Some literature studies the effects of financial devel-
opment on the extensive and intensive margin of OFDI from different perspec-
tives. This paper tries to study the effects of the financial development of home 
and host countries on the binary margins of Chinese enterprises’ OFDI in Eura-
sia, using data from 2011 to 2020. The rest of the paper is organized as follows: 
Section 2 briefly reviews the relevant literature, Section 3 describes the model 
and data, Section 4 reports the empirical analysis, and Section 5 concludes with 
the implications for policy.
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2. Literature Review
2.1. OFDI as the Result of the Interaction of CSA and FSA
As FDI is attributed to the interaction of multiple macro and micro factors, it is 
possible to use the integrative framework of country-specific advantage (CSA) 
and firm-specific advantage (FSA) to understand an enterprise’s OFDI decision.

Vernon (1966) argues that the United States has a technology-related CSA em-
bedded in US-owned multinational enterprises (MNEs). CSAs can include nat-
ural resources, factors of production, demand conditions, etc. Location-bound 
CSAs also include elements of the cultural, legal, political and broad institutional 
environment in which the firm operates, which can make some countries more 
attractive than others. Hymer (1960) and Zaheer (1995) recognize that an MNE 
is required to possess FSAs to offset the liability of foreignness when operating 
abroad. An MNE’s proprietary FSAs typically include elements such as product 
differentiation, superior marketing and distribution skills, trademarks or brand 
names, access to raw materials, economies of scale, access to capital, intangible 
assets such as proprietary technology, patents, management skills, and the ability 
to achieve vertical and horizontal integration. 

Both home and host country CSAs may affect the processes of development, 
cross-border transfer, deployment, recombination with other resources, and prof-
itably exploiting FSAs, which are always internalized to some extent. Rugman 
(1981) shows that the CSAs of a nation providing a basic level of comparative 
advantage are augmented by FSAs internal to the MNE and capable of conferring 
competitive advantage. Rugman and Verbeke (2009) have suggested that CSAs of 
host countries may be used in a “leveraged” way. MNEs make dual use of CSAs 
from the home and host countries, and subsidiaries throughout the MNE network 
may be critical in resource recombination efforts. Rugman et al. (2011) demon-
strate that the integrative framework of CSA and FSA continues to be useful in 
the future in studying the cross-border activities of MNEs, permitting integration 
of potentially useful alternative units of analysis.

A higher level of capital controls reduces OFDI (Yu et al., 2019), while a higher 
level of capital flow deregulation facilitates OFDI. Chinese policy banks provided 
USD 4.6 billion in financing to foreign governments in the energy sector in 2020, 
increasing the total amount of energy financing by China’s policy banks since 
2000 to roughly USD 245.8 billion (Gallagher, 2021). Gallagher et al. (2021) find 
that most of the top ten recipients of Chinese investments in coal-fired power 
plants are developing countries that are members of the BRI. These coal-fired 
power plants are being built using Chinese government-backed financing. To date, 
the recipient countries have actively sought Chinese financing because it was gen-

erally the cheapest option available, especially at a pre-tender stage, due to a com-
bination of technology and financing costs. 

2.2. Financial Development and OFDI Margins
As a portion of the fixed foreign investment cost is incurred upfront and cannot 
be financed with retained earnings or internal cash flows from operations, enter-
prises need to raise these funds in the external capital market. To do this, they 
must pledge collateral. Their available collateralizable assets constitute a fraction 
of the initial market entry cost, which can be interpreted as tangible investments 
in plants, property, and equipment. Financially more vulnerable sectors have a rel-
atively higher portion of the fixed foreign investment cost. Financially advanced 
economies invest relatively more in sectors that are more reliant on external cap-
ital, as well as in sectors that are more intensive in intangible assets, than in less 
financially vulnerable sectors. 

Foreign enterprises operating in sectors strongly dependent on external finance 
should be more sensitive to external financing conditions in home and host 
countries than those operating in sectors less dependent on external finance. En-
terprises in developing countries typically cite credit constraints as the primary 
obstacle to investment (Wang et al., 2016). Moreover, cash payments are an im-
portant means for developing countries’ cross-border M&As, and the main way 
for an enterprise to obtain cash flows is through corporate earnings and bank 
loans (Gaiotti, 2013). Therefore, financing constraints may negatively affect en-
terprises’ OFDI.

There are few studies on the relationship between financial development and en-
terprises’ investment behaviour or OFDI in developing countries, mainly due to 
difficulties in obtaining firm-level data. Wang et al. (2016) uses firm-level panel 
data for Zhejiang Province in China, and finds that lowering a firm’s financial 
constraints can increase both the probability and volume of OFDI. Moreover, pro-
ductivity cannot offset the negative effects of financial constraints on private en-
terprises’ OFDI. 

Following Mayer and Ottaviano (2008), Desbordes and Wei (2017) define the 
occurrence and number of FDI projects between two countries in a given sector as 
the extensive margin of FDI, and the average size of FDI projects as the intensive 
margin. The OFDI’s intensive margin reflects the scale of OFDI projects, while 
its extensive margin reflects the degree of diversification for OFDI projects (Ke-
uschnigg, 2008).

Using the greenfield investment data from the fDi Markets database and mergers 
and acquisitions (M&As) from the Zephyr database on real manufacturing FDI 
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projects worldwide during the period of 2003-2006, Desbordes and Wei (2017) 
empirically investigated the various effects of home and host countries’ financial 
development on FDI. The paper establishes causality by exploiting variations in 
both country-specific financial development and sector-specific financial vulner-
ability, and finds that both home financial development and host financial devel-
opment have a large positive influence on greenfield, expansion, and mergers & 
acquisitions FDI, by directly increasing access to external finance and indirectly 
promoting manufacturing activity. The overall economic impacts of financial de-
velopment in home and host countries tend to be similar, but their direct and 
indirect effects vary across margins and types of FDI.

Using the Global Investment Tracker database during 2005–2014, matched with 
the listed enterprises’ data on financing constraints from the Wind database, 
Zhang and Yang (2020) examine the effects of financing constraints on Chinese 
enterprise OFDI from the perspective of OFDI binary margins. The paper finds: 
(a) financing constraints show a negative effect on enterprise OFDI for both in-
tensive and extensive margins, with a more significant effect on extensive mar-
gins; (b) the negative effect is most significant in the energy industry, and is not 
significant in non-energy industries; (c) financing constraints show a negative 
effect on Chinese SOEs for both margins, while the effect is less significant for 
non-state-owned enterprises. 

3. Model and Data
3.1. Model
Following the definition of extensive margin and intensive margin of FDI by Des-
bordes and Wei (2017) and Zhang and Yang (2020), this paper studies the im-
pacts of host country financial development and home country financial devel-
opment on the binary margins of Chinese enterprises in Eurasia, referring to the 
econometric model as follows:

OFDIifjt=α0 + α1 · FVcfjt  +α2 · FDit + α3 · FDct  + α4 · MARKETit + µ + σ + ε

where i denotes the destination country in Eurasia absorbing Chinese investment, 
t denotes year, f denotes the Chinese enterprise, j denotes the industry invested 
in by the Chinese enterprise in Eurasia, c denotes China;

OFDIifjt indicates the number or average value of Chinese enterprises’ indus-
try-country OFDI pair in year t;

FVcfjt indicates the degree of financing constraints of the Chinese enterprise f in 
industry j in year t;

FDit and FDct denote the financial development of the Eurasian country and China 
in year t respectively;

MARKETit indicates the market potential of Eurasian country i;

α0, α1, α2, α3 and α4 are the coefficients;

µ and σ denote the country and the industry effect, respectively;

and ε is the error term.

3.2. Data
This paper matches the firm-level data of Chinese OFDI and the financial indica-
tors of Chinese enterprises with the country-level data of financial development 
in 12 Eurasian countries and in China. The data sources and descriptive statistics 
are shown in Table 1 and Table 2.

The number, value and sector information of Chinese enterprises’ OFDI projects 
in a Eurasian country i in year t are sourced from the China Global Investment 
Tracker, compiled jointly by the American Enterprise Institute and the Heritage 
Foundation.   

The financing constraints of Chinese enterprises are from the Bureau van Dijk 
database. As individual enterprises are expected to have the ability to raise exter-
nal financing by pledging the available tangible assets used in production (such 
as plants and equipment) as collateral (Rajan & Zingales, 1998; Raddatz, 2006; 
Claessens & Laeven, 2003), Manova, et al. (2015), Chan & Manova (2015), Chen 
et al. (2020) and many other sources use asset tangibility to measure the financ-
ing constraints of an enterprise. This paper uses tangible fixed assets to measure 
the financing constraints faced by Chinese enterprises, due to the availability of 
data in Bureau van Dijk. 

Following common practice, we measure the financial development of the desti-
nation country using the ratio of domestic credit to private sector, and the finan-
cial development of China using the ratio of gross capital formation to GDP. 

We use GDP per capita of host country as the country-level control variable, re-
flecting the host country’s market potential. The financial development and mar-
ket potential embody the attractiveness of a host country to foreign investors. 
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Table 1. Data Sources
Variable Indicators Source

nfdi number of OFDI projects invested in by Chinese  
enterprises in country i, industry  j, year t Heritage Foundation

quant average value of OFDI projects invested in by Chinese 
enterprises in country  i, industry  j, year t (in million USD) Heritage Foundation

Tangiblefixedassets Tangible fixed assets of Chinese enterprise f in industry j, 
year t (in thousand USD)

Bureau van Dijk

Domctop Domestic credit to private sector in host country  i in year 
t (% of GDP)

World Development 
Indicators

hGcapform Gross capital formation in China in year t (% of GDP)
World Development 
Indicators

PGDP GDP per capita in host country i in year t  
(constant 2010 USD)

World Development 
Indicators

Source: Authors’ compilation

Table 2. Descriptive Statistics
Variable Obs Mean Std. Dev. Min Max

nfdi 151 1.092715 0.3531004 1 3

quant 151 652.3179 788.3489 100 5300

Tangiblefixedassets 127 4487437 7549118 8231.071 5.54e+07

Domctop 130 40.33799 16.06078 9.893209 73.46339

hGcapform 144 44.56211 1.531665 42.63138 46.66012

PGDP 144 7689.802 4232.394 827.113 12011.53

Source: Authors’ compilation

4. Empirical Results 
4.1. Financial Development and Extensive Margin of OFDI
Table 3 reports the estimated results of Chinese OFDI’s extensive margin. 
It stresses the importance of the financial development of host and home coun-
tries, in terms of the scope of Chinese OFDI in Eurasia. Column 1 shows that 
the tangible fixed assets of Chinese enterprises negatively impact the number 
of Chinese OFDI projects in Eurasia, when ignoring the effects of country-level 
financial development and market potential. An enterprise with higher tangible 

fixed assets finds it easier to raise credit, but the characteristic of the sector re-
quires higher upfront costs and foreign market entry costs when the enterprise 
invests abroad. The decrease of tangible fixed assets of Chinese enterprises might 
increase the number of Chinese OFDI projects in Eurasia, which is known to be 
true in some asset-light sectors. As Column 2 shows, once the financial devel-
opment of the host country is introduced as a factor, the effects of tangible fixed 
assets become insignificant. The higher ratio of domestic credit to private sector 
in the host country reflects the more advanced financial market in the host coun-
try, which attracts Chinese enterprises to invest in Eurasia despite their individual 
financial status. 

When the financial development of the host and home countries are introduced 
simultaneously, Columns 3 and 4 in Table 3 show Chinese enterprises investing 
in more foreign projects, and the coefficients for home financial development are 
much larger than those for host financial development. Usually, a foreign enter-
prise finds it difficult to raise credit in host countries, because the local financial 
institutions know little about the foreign enterprise, and are thus reluctant to 
finance it. Column 5 confirms that the effects of home financial development are 
greater than the effects of host financial development, and shows that market 
potential of Eurasian countries positively affects Chinese enterprises’ OFDI deci-
sions. The larger host market is more attractive to Chinese enterprises. 

Table 3. Estimated Results of OFDI’s Extensive Margin
Dependent variable: nfdi

(1) (2) (3) (4) (5)

Tangiblefixedassets -8.11e-09*
(0.072)

-4.34e-09
(0.134)

-4.31e-09
(0.131)

-4.79e-09*
(0.083)

Domctop 0.0028*
(0.055)

0.0075***
(0.000)

0.0025*
(0.083)

0.0047***
(0.006)

hGcapform 0.029**
(0.022)

0.029*
(0.061)

0.036**
(0.016)

PGDP 0.000021**
(0.029)

_cons 1.13***
(0.000)

0.96***
(0.000)

-0.54
(0.336)

-0.30
(0.658)

-0.74
(0.262)

Sector fixed effects Yes Yes Yes Yes Yes
R2 0.0209 0.0481 0.0498 0.0627 0.1361
Number of observations 127 109 130 109 109

Source: Authors’ compilation
Note:  P-values are listed in parentheses. 

*, ** and *** denote statistical significance at 10%, 5% and 1% levels, respectively.
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4.2. Financial Development and Intensive Margin of OFDI
Table 4 reports the estimated results of Chinese OFDI’s intensive margin. It high-
lights the importance of the financial development of host and home countries, 
in terms of the scale of Chinese OFDI in Eurasia. Columns 1 to 5 show that the 
tangible fixed assets of Chinese enterprises negatively impact the average value 
of Chinese OFDI projects in Eurasia, when ignoring the effects of country-level 
financial development and market size. Traditionally, Eurasian countries are rich 
in natural resources, and are thus attractive to foreign investment in extractive 
industries. Eurasian countries are also eager to attract investment, in order to 
improve their infrastructure. The characteristics of asset-heavy sectors require 
their enterprises to pay more to cover the upfront costs and market entry costs. 
When browsing the China Global Investment Tracker, we find that almost 2/3 of 
Chinese OFDI flowed into energy, transport and real estate sectors in Eurasia.

Table 4. Estimated Results of OFDI’s Intensive Margin
Dependent variable: quant

(1) (2) (3) (4) (5)

Tangiblefixedassets -0.000028***
(0.005)

-0.000019**
(0.027)

-0.000019**
(0.024)

-0.000019**
(0.024)

Domctop 14.11***
(0.001)

14.01***
(0.000)

13.12***
(0.002)

12.15**
(0.012)

hGcapform 89.35**
(0.018)

98.88**
(0.024)

100.25**
(0.023)

PGDP 0.0071
(0.685)

_cons 816.25***
(0.000)

120.50
(0.533)

-3948.98**
(0.019)

-4217.89**
(0.029)

-4293.9**
(0.027)

Sector fixed effects Yes Yes Yes Yes Yes

R2 0.0573 0.1331 0.1326 0.1498 0.1499

Number of observations 127 109 130 109 109

Source: Authors’ compilation
Note:  P-values are listed in parentheses. 

*, ** and *** denote statistical significance at 10%, 5% and 1% levels, respectively.

As shown by Column 2, once the financial development of the host country is 
introduced as a factor, the effects of tangible fixed assets become smaller than in 
Column 1. The higher ratio of domestic credit to private sector in the host country 
reflects the more advanced financial market in the host country, which attracts 
Chinese enterprises, raising the average value of investment projects in Eurasia. 

When the financial development of the host and home countries are introduced 
simultaneously, Columns 3 and 4 in Table 4 show a positively effect on the av-
erage value of Chinese enterprises’ OFDI in Eurasia, and the coefficients of the 
home country’s financial development are even greater than those of the host 
country’s financial development. This is consistent with prevailing theories and 
practices. Column 5 confirms that the effects of home financial development are 
greater than the effects of host financial development, and shows that the market 
potential of Eurasian countries positively affects the average value of Chinese 
enterprises’ OFDI. Although the larger host market is more attractive for Chinese 
enterprises to invest in, it might not raise the average value of Chinese enterpris-
es’ investment projects. 

5. Conclusions and Implications
This paper introduces the financial development of host and home countries 
within the framework of firm-specific advantage/country-specific advantage 
(FSA/CSA), and discusses the impacts of financial development of host and 
home countries on the extensive and intensive margins of Chinese outward FDI 
(OFDI) in Eurasia, using Chinese enterprises’ OFDI data from 2011 to 2020. 
Empirical results show that the financial development of home and host coun-
tries can significantly raise the internationalization level of Chinese enterprises, 
both in number and as expressed by the average value of OFDI in Eurasia. The 
effects of financial development in the home country on the binary margins of 
Chinese OFDI are greater than those in the host country. The higher the level 
of the financial development, the more capital enterprises are able to obtain, the 
more investment projects can be realized, and the higher the average value of 
OFDI. Even if the market potential of the host country is not attractive enough to 
attract Chinese OFDI, the higher level of financial development in home and host 
countries can make the OFDI project possible. Although enterprises with higher 
tangible fixed assets are easier to pledge for external credit, the characteristics of 
asset-heavy sectors make the outward investment difficult, due to higher upfront 
and entry costs. Although the larger host market is more attractive for Chinese 
enterprises to invest in, it might not raise the average value of Chinese enterpris-
es’ investment projects. 

The empirical results of the paper show that enterprises in asset-heavy industries 
care more about the financial development of Eurasian countries and China than 
enterprises in asset-light industries. Chinese enterprises should take advantage 
of technological development and the global value chain to restructure their busi-
ness and asset structure, which might lower their external financial dependence, 
re-balancing their tangible fixed assets and their entry costs to foreign markets.      
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The momentum of the BRI shows that China is positioning itself as the world’s 
leading provider in construction and infrastructural financing. The rich natural 
resources and potential infrastructural demand in Eurasian countries offer an at-
tractive rationale for Chinese investment. China and the Eurasian countries have 
some interests in common, which makes these projects easier to implement, and 
allows for easier access to credit. With more industries becoming potential invest-
ment areas, China proposed “high-quality investment”. The cooperation between 
Eurasian countries and China on project screening and financing might raise the 
number and average value of Chinese enterprises’ investment projects in Eurasia.   

This paper only uses the ratio of domestic credit to private sector to measure the 
financial development of Eurasian countries. In reality, besides financial access, 
the financial efficiency, stability and depth of a country could also reflect on its 
financial development. Foreign investors are exposed to the risk of weakening 
exchange rates across Eurasia possibly depreciating the dollar value of their in-
vestments, especially when only a small proportion of their revenue streams are 
denominated in dollars. Capital controls and currency controls have been imple-
mented in some Eurasian countries, imposing constraints on cross-border capital 
flow and limiting access to foreign currency. Capital controls in Tajikistan and 
Turkmenistan are tight, constraining foreign investment. However, the massive 
devaluation of the Uzbekistani soʻm did remove a major barrier to foreign in-
vestment. According to our empirical results, Eurasian countries should deepen 
their financial development with regards to financial access, efficiency, stability 
and depth, which might help Eurasian countries attract more Chinese investment 
projects, and raise the average value of said investment projects.  
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FinTech and the Issues of Consumer  
Protection: a Case Study in Vietnam

Nguyen Thi Thanh Tu

Abstract
FinTech has been transforming a wide range of financial services, with consumers 
eager to use these new financial products, especially in the wake of the COV-
ID-19 pandemic. FinTech has grown significantly in Vietnam, with the country 
ranking second among ASEAN countries in terms of FinTech funding (A review 
of Vietnam’s FinTech Industry in 2019). In addition to the potential important 
benefits to consumers, however, FinTech may also have hidden unintended neg-
ative consequences. In Vietnam, the regulatory framework for FinTech is still in 
the process of being established and perfected. FinTech transactions in Vietnam 
are mainly characteristic of the financial sector, and are only now being regulated 
by the Civil Code and the Enterprise Law, while the mechanisms for consumer 
protection in the financial sector have been taken for granted. Through the exam-
ination of the status of FinTech within a socialist-oriented market economy, this 
paper identifies the regulatory frameworks used for tackling the problem, and 
how they are used to strengthen consumer rights. 

Keywords
FinTech, consumer protection, banking law, risks of FinTech
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1. Introduction
FinTech is growing rapidly worldwide, and under the influence of globalization, 
Vietnam is no exception. In addition to its positive impacts, FinTech has also 
raised concerns about financial consumer protection, with a number of issues 
arising with regards to personal data and privacy, cybercrime, liability issues, and 
the systemic risks associated with rapid growth (Bates, 2015). In particular, such 
concerns have increased in the wake of the COVID-19 pandemic. The pandemic 
not only has been negatively impacting many FinTech companies, but has also 
further accelerated the widespread transition of consumers to digital financial 
services and FinTech (World Bank, 2021). These issues, along with an incomplete 
legal framework, have led to an increase in risks to FinTech consumers. According 
to the World Bank and CCAF, COVID-19 has caused consumer protection risks to 
increase by 27% in the FinTech market (Cambridge Alternative Finance Collabo-
ration Network–CAFCN, 2020)1. 

The research presents an overview of FinTech risks for customers, focusing on 
two issues pertaining to Vietnam: (i) FinTech in Vietnam and its potential risks 
for customer and (ii) recommendations. 

Vietnam is considered a developing country, but has very fast access to FinTech. 
This is the result of many favourable factors, most notably the Government’s sup-
portive policies. Adapting to the development trend of financial technology, Viet-
nam’s policies are being developed based on the principle of both “managing” the 
establishment and operation of FinTech and “encouraging” its integration. With 
regards to consumer protection, in July 2011, the National Assembly passed the 
Consumer Protection Law, the first legal document in Vietnam providing a con-
ceptual foundation for the state management of consumer protection and estab-
lishing the basis of rights and prohibited acts infringing on consumers’ interests. 
However, due to the complex and potentially risky nature of FinTech transactions, 
this law has not clearly shown an exceptionally positive impact in terms of finan-
cial consumer protection. In addition, the regulations governing FinTech are not 
collected in a specific document, but are instead scattered among numerous legal 
documents such as the Civil Law 2015, the Law on Electronic Transactions 2005, 
the Criminal Code 2015, etc. The issues of the legal framework and the limita-
tions of financial literacy raise significant risks for the consumers of FinTech.

By identifying the peculiarities of the case study in Vietnam, some solutions that 
may be worth considering include a revision of the legal framework, and develop-
ing a regulatory sandbox for FinTech activities in Vietnam.

1  World Bank and CCAF (2020). Respondents see rising risks in the FinTech market concerning cybersecurity (with 78% 
referencing it as one of the top three risks), operational risks (54%), consumer protection (27%) and fraud and scams 
(18%).

2. FinTech and Consumer Protection Concerns 
2.1. FinTech
Digital technologies have become increasingly integrated into the economy as 
a whole, and are making a significant impact in the financial services industry 
by introducing new products, services, distribution models and providers. The 
definition of FinTech provided by the Financial Stability Board is “technologically 
enabled innovation in financial services that could result in new business models, 
applications, processes or products with an associated material effect on financial 
markets and institutions and the provision of financial services” (Monitoring of 
FinTech 2018).

FinTech is re-shaping the financial service sector, and has shown substantial 
growth over the years. The global FinTech market is worth $127.66 billion as of 
2018, with a predicted annual growth rate of ~25%, and its value is estimated to 
grow to $309.98 billion by 2022 (Graham, 2019). According to the Consumer In-
ternational Organization, FinTech provides the following benefits to the consum-
er: (i) increased competition and the associated benefits in selection, service, and 
value; and (ii) increased access, as FinTech opens up financial services to groups 
of consumers for whom such services had previously been sub-optimal or beyond 
reach. However, it has also raised some issues related to consumer protection. 

2.2. Potential Risks of FinTech for the Customer
Technology solutions are gradually replacing manual processes, and FinTech is re-
shaping the market structure and globalizing financial services. The rapid expan-
sion of digital credit, defined as small loans provided instantly and remotely over 
digital channels, has created new and unique risks for consumers. “The emer-
gence of FinTech credit markets poses challenges for policymakers in terms of 
how they monitor and regulate such activity,” noted Klaas Knot, Chairman of the 
FSB Standing Committee on Assessment of Vulnerabilities (President, De Neder-
landsche Bank) (BIS, 2017). Lauren Saunders (2019) described FinTech products 
as “Old wine in new bottles” and “same old problem in new form”. Many FinTech 
products are just variations of older financial products and services, meaning that 
the old financial risks exist unabated along with the new potential risks in both 
mature and emerging markets.
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Recently, attention has been called to the potential problems for consumers as an 
important by-product of the technology era. In general, some primary risk con-
sumers face in FinTech space includes:

•  The perils of big data, privacy, and security: FinTech relies heavily on con-
sumer data. However, consumer data and information leaks can leave in-
dividuals vulnerable to the unauthorized use of their data by hackers and 
malicious third-party actors. Consumers’ financial and personal data can be 
used for identity theft, tax fraud, or other criminal activities. Many FinTech 
products rely on access to consumers’ bank accounts or other transaction 
accounts, amplifying these concerns.

Due to their unique structures and often obscure business partners, FinTech 
companies can put consumers at risk, partly due to the proliferation of big 
data use and the associated potential security problems. Customers can face 
risks of identity theft, the exposure of personally identifiable information, 
and fraudulent transactions. It should be noted that FinTech companies en-
gaging in consumer lending remain subject to civil rights and consumer pro-
tection laws. Indeed, systemic discriminatory lending resulting from flawed 
algorithms has emerged as a real and valid concern.

•  Lack of transparency and poor disclosure: A lack of transparency on the part 
of credit providers can result in misinformed consumers. FinTech products 
often appear to be free or very low cost, but this may not always be the case. 
The real costs may be hidden, or are sometimes not revealed until after a 
consumer begins the sign-up process. As a result, consumers may be unable 
to gain a correct, clear, and/or comprehensive understanding of the credit 
products offered. According to ESET Bratislava, almost two-thirds (62%) of 
consumers use some form of FinTech, yet only 17% strongly feel that infor-
mation available about risks is adequate  (“ESET Reveals 62% of Consumers 
Use Some Form of FinTech, yet Only 17% Strongly Feel That Information 
Available about Risks Is Adequate” n.d.).

•  Credit traps and undue burdens: The cause of this problem is insufficient 
knowledge and information available to customers. The consumers in Fin-
Tech transactions are often low-income, poorly educated, and unfamiliar 
with financial services. As a result, they are susceptible to predatory lenders 
who intentionally set high interest rates, impose additional fees, and set 
rigid repayment terms, leading to the consumers being trapped in a vicious 
cycle of debt. In addition, a lack of available information can impose a dis-
proportionate burden of credit on more vulnerable consumers. Consumers 
do not know how to give useful feedback, and providers do not fully under-
stand consumer needs. Thus, providers can fail to manage their finances 
effectively, creating unnecessary burdens for both parties. 

•  Other potential problems: Forced arbitration weakens accountability for 
those engaging in exploitative practices; Lack of timely access to required 
funds; Fraud liability (for example: SIM swap, social engineering scams, 
ATMs scams, unauthorized account access by employees) (Saunders, 2019; 
Gummi et al. n.d.); platform/technology unreliability or vulnerability; busi-
ness failure or insolvency; unsuitable products (World Bank, 2021).

3. FinTech in Vietnam and Potential Risks for the Customer 
3.1. An Overview of FinTech Policies in Vietnam
Vietnam has an “increasingly supportive regulatory framework” and other poli-
cies to encourage and support the market and startups. The Resolution of the 8th 
National Congress of the Communist Party of Vietnam determines the national 
development direction in the period of 2021-2030, defining the key tasks to be 
accelerating the digital transformation of the country, developing the digital econ-
omy on a scientific and technological foundation, and innovation. In accordance 
with the Party’s guidance, on August 12, 2019, the prime minister issued Deci-
sion No. 999/QD-TTg approving the scheme for promoting the sharing economy 
model. With regards to the FinTech industry in particular, the prime minister 
instructed the State Bank of Vietnam (SBV) to support the development of three 
key FinTech areas: payments, FinTech in the banking industry, and peer-to-peer 
(P2P) lending. The SBV was directed to formulate regulations and amend the 
legal framework for cross-border payments through an SBV-licensed portal, to 
study and formulate a scheme for testing banking FinTech, and to study a pilot 
mechanism for the management of P2P lending. In particular, in 2017, the gover-
nor of SBV established the Steering Committee and identified top priorities for de-
veloping the FinTech ecosystem (Decision no. 328/QĐ-NHNN dated 16/3/2017).

In addition, a Law on e-transactions, as well as numerous other guidelines, spe-
cific decrees, and circulars were issued, amended, and supplemented, in order to 
build the ideal legal framework for FinTech. The Vietnamese Government has is-
sued regulatory initiatives to develop the FinTech ecosystem and promote a cash-
less society in Vietnam. Furthermore, in 2016, the Government established the 
Nation Agency for Technology Entrepreneurship and Commercialization Devel-
opment (NATEC2) to provide, train, mentor, and incubate businesses and provide 
financial support to tech startups. Corporate income tax reduction as well as a 
simpler tax procedure was offered to companies working in the high-tech sector 

2  NATEC website https://natec.gov.vn/ 
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or in high-tech zones (a preferential tax rate 10% for 15 years or 17% for 10 years, 
compared to the normal tax rate of 20%)3.

Vietnam has also implemented many development plans such as: National e-com-
merce development plan for the period 2014 – 2020 (Decision No. 689/QD-TTg 
dated May 11, 2014) and continuing  the Master plan for period 2021 – 2025 (De-
cision No. 1563/QD-TTg dated August 8, 2016); Project on cashless payment 
development in Vietnam for the period 2016 - 2020” (Decision No. 2545/QD-
TTg dated December 30, 2016) and the period 2021 – 2015 (Decision No. 1813/
QD-TTg dated October 28, 2021); Project on supporting the national innovation 
startup ecosystem until 2025” (Decision No. 844/QD-TTg dated April 18, 2016); 
The project to promote the sharing economic model (Decision No. 999/QD-TTg 
dated August 12, 2019);etc. These plans have helped State management agencies, 
financial institutions, investors as well as the public have more understanding 
about Fintech and also created a premise for the development of the Fintech field 
in Vietnam.

3.2. Dramatic Growth
Potential and development: 

The FinTech sector has very high growth potential in Vietnam, and will continue 
to attract funding, especially from venture capital funds. This is attributable to 
many favourable factors, including a young, urban, and digitally-savvy population, 
coupled with a large unbanked population (69%) (“The Countries Most Reliant 
on Cash In 2021”) and an increasing number of smartphone users (44% of the 
total population are Internet users, according to MBI 2017, with an online popu-
lation of 63,3 million in 2021) as well as high internet penetration (66%) (“The 
Countries Most Reliant on Cash In 2021”) are all factors supporting the acceler-
ated adoption of FinTech in Vietnam. 

FinTech products first appeared in the Vietnam market in 2005, with the first such 
product being digital payment services. While FinTech funding in Vietnam was 
only 0.4% of the regional investment in 2018, the country went on to rank second 
in ASEAN FinTech funding in the following year, attracting 36% of the regional 
investment in 2019. Vietnam’s FinTech market hit $4.4 billion in 2017, and will 
reach $7.8 billion by 2020, according to research from Solidiance, an APC-focused 
consulting firm (Vietnam FinTech Report 2020).

According to the Vietnam FinTech Report, the Vietnam FinTech market achieved 
strong growth in 2019 thanks to two big deals for the VNPay payment company 

3  Article 10 Law No.04/2017/QH14 dated June 12, 2017 on provision of Assistance for Small and Medium-sized enterprises; 
Article 19, 20 Decree N0.154/2013/ND_CP stipulating on the concentrated information technology park. 

(300 million USD) and the C series of MoMo Pay (500 million USD). These two 
deals are respectively the third and first largest deal made in the region. In the two 
years from 2017 to 2019, the number of FinTech companies in the Vietnamese 
market had almost tripled, from 44 to 124 startups in 2 years. The most notable 
increase was in P2P Lending, which went from 3 to 23 startups. The FinTech 
sector has been more diverse: from among the 115 FinTech-startups in 2020, the 
representatives of the top 5 sectors accounted for 76% of the total number (Pay-
ments, P2P Lending, Blockchain, POS, Wealth Management).

Chart 1: The FinTech Scene Throughout the Years
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Source: Vietnam FinTech Report 2020

The most outstanding feature of FinTech in Vietnam is its concentration mainly in 
the payment sectors. This can be partially explained by the high ratio of unbanked 
population, and the popularity of cash transactions. In 2020, there are 38 Pay-
ment and 18 P2P Lending startups in Vietnam. Together, these startups make up 
almost half (49%) of all 115 FinTech startups in number, and this ratio continues 
to rise steadily. Currently, the majority of FinTech companies in Vietnam provide 
payment services. Principal mobile payment providers include 1Pay, MoMo, Pay-
oo, Vimo, Moca, VNPAY, and OnOnPay; while well-known P2P lending compa-
nies in Vietnam include Mofin, Fiin, Tima, and Lendbis (Vietnam FinTech Report 
2020). The “ASEAN FinTech Census 2018” report by Ernst & Young shows that 
the proportion of payment providers in Vietnam is substantially higher than in 
other neighbouring countries, accounting for nearly half of all FinTech services. 
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By contrast, Malaysia, Thailand, Indonesia, and Philippines all share a similar, 
lower proportion of payment service providers, all having between 27% and 33%. 
According to SBV research, the remaining 72% have been approaching customers 
through cooperation with banks, with 14% launching completely new products 
(Phan, 2018).

3.3. Potential Risks of FinTech for the Customer in Vietnam

3.3.1. A Lack of Transparency Regarding the Business Model and Costs 
The National Consumer Law Center (NCLC) noted that one of potential prob-
lems for consumers is a “lack of transparency in the business model and cost” 
(Saunders, L. 2019). This is issue is also evident in Vietnam. FinTech products 
often appear to be free or very low cost, but this may not always be the case in 
reality. Sometimes the costs are hidden, or are not revealed until after consumers 
begin the sign-up process.

In Vietnam, a number of companies using peer to peer lending models (P2P) have 
carried out numerous unverified transactions. These P2P lenders target custom-
ers who do not have access to banks and financial companies, and they register 
as (but do not limit themselves to) pawn services, financial advisors, investment 
consultants, and financial brokers, providing services connecting investors and 
buyers on an online transaction platform. Their capital can come from self-fi-
nancing, from bank loans, or from other organizations and individuals. The main 
types of loans offered are personal sort-team loans, with loan terms that are only 
days in length. These organizations typically act as loan sharks, with interest rates 
ranging from high to extremely high when compared to the annual interest rate 
of 20%, as prescribed by the Civil Code. Interest rates are usually over 50%/year, 
and can be up to 70%/year in some cases. Loan interest rates exceed 100%/year, 
with some peaking at 300%/year. In the first six months of 2019, authorities 
prosecuted 436 cases and 766 defendants for crimes related to usury, protection 
rackets, and debt collection (Quynh Vinh 2019).

In practice, online lenders will take advantage of the borrower’s financial situation 
to circumvent legal regulations, such as electronically signed contracts asserting 
that the borrower pledges their property as collateral and the lender provides a 
loan based on the value of the pledged property, but in reality, the two parties 
have never met, and no property has been pledged as collateral in reality. As an 
example, if ‘A’ wants to borrow money from Company X, Company X may let ‘A’ 
sign an electronic contract asserting that ‘A’ pledges a phone worth 5 million VND 
to Company X as collateral, and Company X will lend an amount equal to 70% of 
the phone (3.5 million VND) to ‘A’. Two parties signed a collateralized loan con-
tract on paper, but in reality, no collateral was ever offered. As a result, in cases 

pertaining to the rights and obligations of the borrower(s), it can be difficult to 
determine violations and find grounds for state agencies to conduct investigations 
and rule on the case. Notably, in the context of the current COVID-19 epidemic 
impacting the income of many workers, online borrowers can be even more vul-
nerable to online lenders.

3.3.2. Information Risks
FinTech relies heavily on consumer information. How that information is used, 
whether it results in the unequal treatment of different groups, to whom the in-
formation is disclosed and sold, and whether sensitive information is stored in a 
secure manner can be challenging issues for any company, especially startups that 
do not have robust compliance policies or extensive experience. 

Consumer information risks in Vietnam for FinTech transactions include (but are 
not limited to):

•  Providing inaccurate and incomplete contractual information, and not adher-
ing to standardized formats and general trading conditions. Consultants do 
not provide accurate information on the contract’s interest rate, how to cal-
culate penalty interest, monthly payment terms, or some special conditions 
stipulated in the consumer credit contract. These omissions can mislead the 
borrower, rendering them unaware of their obligations, which then caus-
es them to unwittingly violate the contract and incur fines. In many cases, 
when the borrower enquires about the fines, they do not receive a full and 
complete explanation from the company.

•  Failing to provide contracts to borrowers. After signing, the contracts are not 
provided to the borrower, or are provided late. This issue, along with omis-
sions in the provision of information, can prevent borrowers from accessing 
their loan terms and conditions, thus making them vulnerable to incurring 
penalties due to the incorrect payment of the monthly instalments.

•  Failure to clearly inform the customer of the purpose of information collec-
tion. When collecting information for loan applications, borrowers are re-
quired to provide the contact information of family members under the guise 
of loan verification, without knowing that these can be used in potential debt 
collection processes. Debt collectors then regularly and continuously contact 
family members, attempting to influence, threaten and harass them in an 
effort to recover debts from borrowers. 

In addition, there are growing security concerns in Vietnam regarding hacks and 
data breaches. Risks related to P2P lending have been assessed as increasing, with 
some P2P platforms having been developed using untested models, and later en-
countering security issues.
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3.3.3. Limited Basis for Protection in Case of Dispute
Some FinTech products are designed to avoid consumer protection laws, while 
others claim that the existing regulations do not apply to them. Furthermore, 
FinTech products invariably rely on mobile and internet interfaces, as well as 
electronic communications. However, when something goes wrong, or when bor-
rowers need a person to explain something, customer service may be difficult or 
impossible to reach. When interactions that take place entirely on mobile devices, 
no paper record of the agreement or paper statements are retained as evidence of 
fees and charges.

In addition, resolving disputes can be a complex, multi-step process, which can be 
time consuming and expensive for the party who wishes to resolve the dispute. Ac-
cording to Mr. Luu Quang Hung, the settlement of borrowers’ complaints against 
a platform providing loan information is still limited, due to the complaints-re-
ceiving departments of these organizations being inefficient and unable to deal 
with direct complaints from borrowers. If FinTech companies do not resolve com-
plaints, people will also continue to have difficulties in filing complaints with 
the court or the Department of Competition and Consumer Protection, because 
the necessary procedures and the time required for settlement are lengthy and 
inconvenient.4 In fact, part of the reason that many investors – especially foreign 
investors – consider Vietnam a favourable environment for the development and 
investment of online lending platforms is due to the fact that violations are often 
not detected or resolved, allowing them to profit at the expense of consumers. 

Currently, most of the online lending cases that are prosecuted and tried are large-
scale (often with foreign elements), and involve severe violations of the borrow-
ers’ rights.

3.4 Main Causes

3.4.1.  Limited customer awareness of finance and FinTech in some customer groups, and a 
lack of financial discipline for other customer groups 

The awareness of FinTech products in Vietnam is not high, with less than 50% of 
survey participants being aware of digital borrowing, and less than 20% aware of 
the other two FinTech products (digital insurance and digital financial advisors) 
(Morgan and Trinh 2020). This issue can lead to increased consumer vulnera-
bility to risks such as fraud, deceptive marketing practices, and criminal activity. 
In a survey5 conducted with 350 participants, respondents identified potential 

4 Excerpt from the specialist interview dated December 18, 2020.
5  Survey conducted by the research team from December 2020 to January 2021 online (200 participants) and in person 

(150 participants), with all participants being people over 18 years of age in Vietnam (Survey 2020-2021).

risks when performing online lending activities, including: limited access to in-
formation (95.33%), personal information leakage (92%), high service fees, and 
borrowers being subject to unfair debt recovery practices (90.67%). In addition, 
6% of respondents came up with other potential risks, such as: loans without con-
tracts can be prone to disputes; difficulty in information verification; unilaterally 
altered loan agreement.

Ms. Nguyen Thi Huong, Head of the Guarantee Department of the Vietnam De-
velopment Bank (VDB) explained that in FinTech transactions, borrowers often 
do not have the necessary specialized knowledge to be able to understand all the 
clauses in the loan contract, leading to many companies inserting unfavourable 
terms, knowing that the borrowers do not have sufficient knowledge to detect 
violations, or to protect their rights by reporting any such violations to the au-
thorities.6

3.4.2. Insufficient legal regulation
The legal framework for FinTech was first established in 2005. An Act on e-trans-
actions, as well as numerous other guidelines, specific decrees, and circulars were 
issued, amended, and supplemented, in order to build the ideal legal framework 
for FinTech. However, the legal framework still suffers from problems with re-
gards to protecting consumers’ rights:

(1) Regulations on protecting consumers’ rights

Vietnam still does not have separate laws for protecting consumers in the finan-
cial sector. Consumer protection in Vietnam is currently governed by the Law 
on Protection of Consumers’ Rights. In addition to this general law, the issue of 
consumer protection is based on regulations governing transactions related to 
transactions, specifically provisions in the Civil Code, Commercial Law, etc.

According to Dr. Nguyen Thi Hien, Deputy Director of Banking Strategy Institute 
(State Bank of Vietnam), the issue of consumers protection in finance in general, 
and consumer borrowers in particular in Vietnam today is still absent. The current 
consumer protection regulations are mainly based on the Law on Protection of 
Consumers’ Rights 2010. However, this law does not have separate provisions for 
the consumers of financial products and services, leading to the lack of a special-
ized organization responsible for protecting financial consumers (Nguyen, 2021).

The Law on Protection of Consumers’ Rights 2010, which took effect from July 1, 
2011, has created the necessary legal framework for consumer protection, estab-
lishing stability in the relationship between consumers and business entities. On 
that basis, a new foundational mindset has been created in the state management 

6 Excerpt from the specialist interview dated December 14, 2020.
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of consumer protection, establishing the legal foundation for social organizations 
participating in protection, towards the goal of socializing consumer protection. 
In particular, consumer protection in FinTech-related transactions is also speci-
fied in the principles of protection of consumer benefits7, consumer rights8, and 
the prohibition of acts infringing on consumers’ rights9. However, the Law on 
Protection of Consumers’ Rights has not had a clear impact. The law is mainly 
intended to apply to large-scale consumers and enterprises, but in reality, the 
subjects participating in online lending activities in Vietnam are individuals and 
small businesses, making management difficult. Regulations on the responsibility 
of state management agencies to protect consumers’ rights are vague, unclear, and 
do not specify which agency is ultimately responsible, leading to the diffusion of 
responsibility.

(2) Regulations governing FinTech companies

For FinTech, the current Vietnamese legal framework has the following issues: Af-
ter implementing “Doi Moi” in order to develop a socialist-oriented market econ-
omy, the freedom of enterprises to do business is increasingly being recognized, 
acknowledged, and encouraged10. However, as of now, there is no specialized reg-
ulation governing FinTech activities, leading to a lack of clarity in setting limits 
and responsibilities for companies, and thereby pushing potential risks onto the 
consumer.

According to the List of conditional business lines and investment lines specified 
in Appendix 4 issued together with Law 03/2016/QH14 on amending and sup-
plementing to Article 6 and Appendix 4 on the List of conditional business lines 
stipulated in the Law on Investment, FinTech activities have not been specified in 
the list of conditional business investment lines. Direct borrowing relationships 
that are not of a business nature between individuals and organizations are still 
considered legal civil transactions outside the scope of regulation of the State 
Bank and the Law on Credit Institutions, and are only governed by the Civil Code.

Meanwhile, the Civil Code generally regulates civil transactions, and lacks spec-
ificity for FinTech-related activities. For example, according to the Vietnam Civ-
il Code, besides defining legal principles for loan transactions11, Article 463 to 

 7 See also: Article 4. Law on Protection of Consumers’ Rights 2010.
 8 See also: Article 8. Law on Protection of Consumers’ Rights 2010.
 9 See also: Article 10. Law on Protection of Consumers’ Rights 2010.
10  Clauses 1 and 3, Article 7 of the Enterprise Law 2020 stipulates the rights of enterprises as follows: Freedom to do busi-

ness in industries and professions not prohibited by law; select forms and methods of capital mobilization, allocation and 
use.

11  See also: In the Civil Code 2015: Article 1 stipulates: This Code stipulates the legal status and legal standards regulating 
the conduct of individuals and legal entities...; Clauses 1 and 2 of Article 4 stipulate: This Code is the general law govern-
ing civil relations. Other relevant laws governing civil relations in specific fields must not contravene the basic principles of 
civil law specified in Article 3 of this Code.

Article 471 of the 2015 Civil Code also has specific provisions on property loan 
contracts, including loans. Accordingly, the loan interest rate is specified in Clause 
1, Article 468: 

In case the parties have an agreement on the interest rate, the agreed interest rate must 
not exceed 20%/year of the loan amount, unless otherwise specified by other relevant 
regulations. Based on the actual situation and at the proposal of the Government, the 
National Assembly Standing Committee shall decide to adjust the above-mentioned in-
terest rates and report to the National Assembly at the nearest meeting. In case the 
agreed-upon interest rate exceeds the limit interest rate specified in this Clause, the ex-
cess interest rate will not take effect. 

In reality, there are many online lending companies that only declare the daily 
interest rate, making it difficult for borrowers to assess whether the interest rate 
is unreasonable, or – in cases where the interest rates are lower than 20%/year – 
what additional service fees they may be assessed, making the actual amount they 
have to repay much higher than the amount prescribed by law.

(3) Regulations on information security

In general, the regulations on personal information security in cyberspace are cur-
rently quite well established in Vietnam. The 2005 Law on Electronic Transactions 
defines the obligations of agencies and organizations in ensuring the confidential-
ity of information and not sharing private information that they have access to or 
are in control of in electronic transactions without their owners’ consent, unless 
otherwise provided for by law (Clause 2, Article 46, Law on E-Transactions 2005). 
In 2015, the Law on Cyber Information Security, and recently in 2018 the Law on 
Cyber Security was passed, both of which have improved regulations regarding 
the management of personal and other information.

However, the actual management of personal information is still not guaranteed 
by law, and there is no specific regulation for determining liability for damages to 
subjects due to the unlawful collection or use of personal information. Sanctions 
for violating the law regarding the protection of personal information are still light 
(the highest possible fine is 30 million VND), and are inadequate for effectively 
preventing and combating unlawful activity in this are (generally, unlawful activi-
ty of this nature is difficult to detect and address). The 2015 Penal Code, amended 
and supplemented in 2017, only has some preliminary provisions in Article 159 
on the crime of infringing upon the confidentiality or safety of correspondence, 
telephone, telegrams, or other forms of information exchange of others, while 
Article 288 specifies the crime of illegally accessing or using information on com-
puter or telecommunications networks. However, these two crimes have not been 
specifically and directly regulated in a way that would be applicable to the current 
violations of the law related to personal information. 
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4. Recommendations
FinTech has been making spectacular changes in the global finance industry. For 
countries like Vietnam, with developing economies, acting on a small financial 
scale and with limited awareness of high-tech products, the development of Fin-
Tech also poses a significant concern for consumer protection. In order to keep 
up with the rapid development of technology while still ensuring the interests of 
consumer, the role of the Government in promulgating policies, legal frameworks 
and setting up mechanisms is essential. What types of solutions would be appro-
priate? To create a favourable environment for FinTech while enhancing consumer 
protection, the following recommendations should be considered:

Revising and perfecting the existing legal framework of FinTech, and establishing 
clear mechanisms for consumer protection.

FinTech activities in Vietnam are currently not well-regulated within the legal 
system. If a company wants to implement new projects, it must send a dossier to 
the authorities explaining its product or service plan, and wait approval, which is 
given on an ad-hoc basis. The process usually takes a long time, as the dossier is 
left pending, or is rejected. On the other hand, the lack of regulations allows many 
companies to operate without satisfying any legal requirements. Such operations 
fall outside the control of authorities and pose significant risks, as mentioned 
above.

A pilot mechanism (also called FinTech Regulation Sandbox) has been enacted 
in other developed countries, as well as in some other countries in Southeast 
Asia, namely: Singapore, Thailand, Malaysia, the Philippines and Indonesia (Bak-
er McKenzie, 2020). Saunders (2018) mentioned that some sandbox proposals 
are thinly veiled efforts to waive consumer protection laws for any product or 
service that claims to be “innovative”. However, the current Vietnamese Sandbox 
is an appropriate solution. The Sandbox will set up a framework to allow small-
scale live testing of innovative technology or business models by private firms in 
a controlled environment. Once the pilot mechanism has been implemented, the 
authorities will need to evaluate the Sandbox’s operation, and consider enacting 
official regulations. 

The process of building the FinTech framework can be divided into 3 phases:

Phase 1:  Researching and building a pilot mechanism, and implementing pilot 
licensing for online lending companies within a reasonable time period 
(Sandbox). 

Phase 2: Summarizing and evaluating the implementation of the Sandbox.

Phase 3:  Constructing a legal framework.

Specifically, due to the Ratio to Assess the Level of Financial System Develop-
ment, lack of transparency and information risks there might be some possible 
approaches to strengthening consumer rights in FinTech:

•  Consumer Protection Regime: The major risks for the Vietnamese FinTech 
consumer are regarding information security and transparency. According 
to Gummi et al. (n.d.) these issues can be resolved through two different 
means: “regulation and industry standards”. Regulators can holistically and 
systematically encourage pro-transparency practices and establish standards, 
in order to ensure that the terms are clearly communicated to the consumer. 

In Vietnam, enacting a Law on Financial Consumer Protection should be 
considered. The current Consumer Protection Law in Vietnam is not specific 
to consumers in the financial sector, resulting in a lack of regulation and 
guidance to protect specific types of highly vulnerable consumers. The law 
provides clear consumer protection rules and adequate institutional arrange-
ments to ensure fair implementation, in terms of enforcement mechanisms 
and remedies.

Moreover, establishing industry standards on the provider’s use of consumer 
data can be a suitable solution for Vietnam. Consumers will have the same 
data standards across platforms, due to a self-regulatory mechanism spec-
ified through collaboration between developers and security experts. This 
mechanism will be controlled rather than regulated.

•  The use, management and disclosure of consumer information. To achieve 
this purpose, all stakeholders will need to play their own specific role: 

Authorities need to set requirements for companies, in order to ensure the 
safety and confidentiality of the consumer during financial transactions. It 
will be necessary to build a multi-dimensional personal information protec-
tion mechanism, with responsible participation and engagement from all of 
society.

FinTech companies must be clear and open about what customer informa-
tion they gather, and what their information storage practices are. They must 
follow all laws and regulations in effect, including the Civil Code, the Law on 
Cyberinformation Security, the Cybersecurity Law, and the Law on E-Trans-
actions. As Christine Hines (2018) stated, FinTech’s priority should be to 
maintain proven safeguards for consumers in a fluctuating market, including 
the consumers’ right to go to court.

Consumers need to pay special attention to their own roles and responsibil-
ities in protecting their rights. The general low level of financial literacy and 
lack of experience with technological products can be improved by provid-
ing user education programs, or by requesting detailed information, which 
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should be done during the sign-up stage. According to Gummi et al. (n.d.), 
providing information at the sign-up stage puts consumers in a better deci-
sion-making position, helps them manage their finances and payment habits 
more effectively from the start, and also increases their confidence in the ser-
vice. Provider transparency from the earliest stages of the process is crucial 
for building the users’ trust in the service. If users trust a service, they will 
use it more frequently, and for a wider range of transactions.

•  The SBV is responsible for coordinating with the Ministry of Information 
and Communications and the Consumer Protection Association to support 
the monitoring, inspection, and examination of activities in order to prompt-
ly detect and address unlawful activity. Reviewing law enforcement and re-
ceiving feedback from consumers and companies will empower management 
agencies to propose specific measures.

•  Raise the amount of fines that can be levied for statutory violations. Current-
ly, the Vietnamese legal system lacks the regulatory framework to address 
FinTech-related unlawful activity. Therefore, the Authorities needs to specify 
the responsibilities of the individuals and organizations subject to regula-
tion, the administrative violations applicable to this field and the forms of 
sanction available, as well as the appropriate remedial measures for enforc-
ing the interests of borrowers and consumers.

•  Enhancing consumer awareness of financial services and of their own rights, 
by developing comprehensive financial education strategies related to fi-
nancial consumer protection. This solution allows consumers to select the 
products and services best suited to their needs and opportunities, and to 
know the characteristics, costs and risks associated with certain products 
and providers, and most importantly, to be aware of their own rights and 
responsibilities.

In Vietnam, regular consumer education requires collaboration between 
management agencies and local authorities, especially in remote and rural 
areas, where people do not have frequent access to financial services imple-
mented on digital platforms.

5. Conclusion
Establishing regulations to protect customers’ interests in FinTech transactions, 
and thereby managing and monitoring FinTech activities is not a new issue glob-
ally, but providing an adequate solution is rather difficult. In Vietnam, FinTech has 
enjoyed significant growth and has garnered much attention, specifically regard-
ing the areas of payments, loans/deposits, and mixed services. This is not merely 
a result of positive factors from the “golden population structure” and fast-grow-
ing GDP, but is also due to the existence of stable and supportive policies. The 
Government has created laws and regulations to establish a favourable environ-
ment for the development of FinTech. However, the risks for consumers in Fin-
Tech have increased rapidly, with numerous outstanding issues related to the lack 
of transparency, privacy, and security in the management and use of information.
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Vaccine Diplomacy: Between  
Aid and Power in Southeast Asia

Affabile Rifawan – Satriya Wibawa – Ali Zahid Habibullah 

Abstract
In early 2020, the pandemic caused widespread devastation in Southeast Asian 
countries: economic collapse, political riots, and the collapse of health systems 
that were unprepared to face the COVID-19 crisis. One of the ways to tackle these 
problems is by embracing research and development, particularly of vaccines. The 
developed countries – namely China, the US and Europe – and multinational cor-
porations developed vaccines for tackling the pandemic. Thus, both China and 
the US had the capability either to help resolve the health crisis, or to increase its 
influence by providing the vaccine.

This article aims to analyse the vaccine diplomacy conducted by manufacturing 
countries, with a focus on competition between US allies and China’s diplomacy 
in Southeast Asia. It uses a qualitative method within the conceptual framework 
of health diplomacy. Its conclusion is that the necessity of a vaccination program 
for addressing the crisis resulted in Southeast Asian countries becoming depend-
ent on vaccine manufacturing countries. The contest between the two countries 
was also inevitable, with the purpose of gaining a strategic advantage in the re-
gion.

Keywords
Health diplomacy, vaccine, COVID-19, Southeast Asia
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1. Background
Early 2020 saw the emergence of a new global disease that shocked the world with 
its capacity to cause worldwide devastation. After the discovery of a mysterious 
illness that broke out in Wuhan, China in December 2019, most countries were 
unable to anticipate the rapid spread of the disease, believing that would remain 
restricted to China and its surroundings. COVID19 was seen as a mysterious 
“silent killer”, due to its symptoms being highly similar to the flu. US President 
Trump’s statement that the disease was just like regular flu sparked a debate in 
society that continues to this day.

Most countries attempted to manage the outbreak of the disease similarly to 
SARS, but were unable to contain it as they did SARS. The spread of COVID-19 
was out of control, fully capable of causing entire national health systems to col-
lapse. After the breakout in Wuhan, most of China’s “friendly states” – name-
ly Iran and Italy – experienced this horrifying health catastrophe in mid-2020. 
However, the breakout was by no means limited to China and its allies. Rather, it 
spread throughout the entire world, including to China’s fierce rival, the United 
States, which also suffered greatly from the disease’s spread. Trump’s policies 
did not enable the US health system to protect its citizens from COVID-19. As a 
result, the number of US citizens who fell ill with COVID-19 was nothing short 
of heartbreaking. The latest country to suffer from this tragedy is India, however, 
where the number of deaths due to COVID-19 can surpass even the death toll in 
the US.

Health security is a vital issue during this pandemic. It cannot be considered a 
mere political issue, amenable to a halfhearted or partial solution. Rather, it is an 
issue of national security, capable of devastating the entire nation if left unchecked. 
COVID-19 is a grave threat to the economy, and also poses other, non-traditional 
issues. The global economy shrank 5.2%, or 7% of GDP per capita (World Bank, 
2020). The rise in unemployment and crime could compromise the national resil-
ience of various nation-states. However, the COVID-19 pandemic did not result 
in revolutionary regime change at the national level. Indeed, it had the effect of 
shifting away from democracy and towards a more authoritarian approach.  

On solution for tackling the COVID-19 crisis is vaccine development. Vaccines 
can increase human immunity against the disease, preventing severe symptoms 
from occurring in the event of infection. By definition, vaccines are biological 
agents capable of eliciting an immune response to a specific antigen derived from 
an infectious disease-causing pathogen (Czochor & Turchick, 2014). There was a 
broad consensus between nation-states and WHO that rapid vaccine development 
was required to manage the disease and avoid further catastrophes in the future. 
On average, vaccine development is a process taking 10-15 years. Historically, the 

mumps vaccine had the most rapid development cycle, being completed in only 
four years in 1967 (Brothers, 2020). However, COVID-19 development could be 
much faster, possibly completed within a single year.

The strongest motivating factors in this are economic and political in nature, al-
lowing countries to integrate their own ambitions with the effort to suppress 
COVID-19 through vaccine procurement. At the state level, it is very important to 
stabilize the situation, while economic recovery is vital for the business sector’s 
efforts to cover the losses sustained due to the pandemic, as well as for enabling 
the health sector to realize more profit. The is equally applicable to both devel-
oping and developed countries, as correctly handling the pandemic can greatly 
enhance a nation’s ability to compete. For example, China and Vietnam enjoyed 
positive growth after their success in preventing the pandemic from causing total 
catastrophe. A strong and rapid recovery will enable a nation to gain an advantage 
over the others.

Despite the success of lockdown policies in China, Vietnam and New Zealand, the 
other countries still struggle to cope with the pandemic crisis. The resulting re-
cessions and health crises remain unresolved, with unemployment rates soaring, 
including in Southeast Asia. Major countries like Malaysia, Indonesia and Thai-
land are facing unresolved COVID-19 crises, with a high number of infections 
and slow economic recovery. Indeed, in this region, the problem is exacerbated by 
the Myanmar crisis, which could endanger the peaceful existence that has been 
established. This region needs to speed up its recovery process, in order to tackle 
other issues that could endanger regional peace and stability.

Every country in the region needs to recover from the pandemic soon, and contin-
ue progressing along the positive trend of stability and prosperity that has broadly 
prevailed since the establishment of ASEAN. A vaccine is one of the criteria of 
pandemic management that is crucial for development and geopolitics in the fu-
ture of this region. In the turmoil of this pandemic, a vaccine is a hot property, 
desired by every state, including those in Southeast Asia. It could also be a way 
controls the spread of the pandemic, without lockdowns that may hurt economic 
development. However, vaccine are mainly created only in developed countries, 
namely China, the US, and the European Union. Southeast Asia can only play a 
partnership role in vaccine testing and development. This region will inevitably 
depend on the developments made in those major countries. Moreover, a sig-
nificant gap remains in vaccine distribution between developed and developing 
countries. Dependency is a more likely result for peripheral states. 

However, the geopolitical context will of course apply to this strategic position as 
well. It is inevitable to neglect the contest between China and US in the region. 
The major powers action has high influence for the states. This bipolar contest 
of influence between superpowers will determine the winner in the international 
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system, provided that this bipolarity is a valid assumption. Both the US and China 
will do everything in their power to capture influence and strengthen their he-
gemonic position in the region (Rifawan & Amelia, 2018). The vaccine issue also 
could be of strategic significance in providing pandemic aid to this region, as well 
as taking a strong stance in an effort to increase dominance. It could be viewed as 
a way to determine the victor in the global health security sector.  

This article is based on a contested leadership concept coined by Flemes and Wo-
jczewski (2010). It uses a qualitative method based on reliable secondary sources 
and related scientific literature. The first task is to proceed with COVID-19 vac-
cine development, which can be categorized by the initiating country, the research 
site, and the funding scheme. Next, it is important to assess vaccine distribution 
within the region, and analyse it in terms of its role as a strategic commodity that 
may decide the contest between the hegemonic powers in Southeast Asia. 

2.  Vaccine Development in View of International Relations 
(Categorization by Country, Development, Funding)

Since the outbreak of COVID-19 around the world, many countries have begun 
competing by producing vaccines to control the spread of the virus. This includes 
the two major powers, the United States and China. In addition to their contri-
bution to public health around the world, the COVID-19 vaccines themselves 
will also inevitably prove to be valuable commodities, as well as tools of political 
influence for the origin countries. In international relations, this phenomenon 
can be referred to as a country’s struggle for hegemony1. This can be maintained 
through coercion, but is more often maintained through agreement, by exercising 
leadership (Gauttam, Singh, & Kaur, 2020). The data shown below will focus on 
vaccine development and distribution from the United States and China.

2.1. United States
The United States has several COVID-19 vaccines: Pfizer2, Moderna, Johnson & 
Johnson, and Novavax. The results of the Pfizer trial show that the vaccine trig-
gers the body to produce antibodies against COVID-19, with 90% effectiveness. 

1  According to Mowle & Sacko (2007), hegemony comes from the Greek word “Hegemonia”, meaning leadership and 
rules. Keohane (1984, p. 34) defines hegemony as a state of affairs where a country is both willing and strong enough to 
maintain important rules of governance between countries.

2   Pfizer Vaccine, produced and developed by the Pfizer company from New York, USA, and BioNTech from Mainz, Ger-
many. Pfizer has become one of the largest pharmaceutical companies in the world, producing a wide variety of vital 
medicine. Here, BioNTech was the company to first begin work on the vaccine. However, after the pandemic broke out, 
Pfizer began focusing on COVID-19 (Walsh, 2021).

Public Health England (PHE) stated that the Pfizer vaccine is 97% effective in 
preventing deaths from COVID-19. After the first dose, protection was at a level 
of 80%, increasing to 97% after the second vaccination. The success of this vac-
cine is consistent across all ages, sexes, races, and ethnic demographics, including 
participants with various underlying health conditions (Walsh, 2021). In terms 
of vaccine development, clinical trials and manufacturing, Pfizer is not funded 
by the United States government. On the contrary, BioNTech received funding 
from the German government. The German government itself has also provided 
USD 445 million in funding to German companies, as part of an agreement made 
in September to accelerate the building of production capacity and vaccine devel-
opment in its home market (Griffin & Armstrong, 2020).

The second vaccine is the Moderna vaccine3, which was stated to be 94.1% effec-
tive in preventing the symptoms of COVID-19 after the second dose (Branswell, 
2021). According to Chief Executive Stephane Bancel, Moderna set a price be-
tween USD 25 and USD 37 per dose to each government, depending on the quan-
tity ordered (The Straits Times, 2020). In contrast to Pfizer, Moderna received  
early USD 1 billion in funding for their research from the US government through 
their partnership (Sagonowsky, 2020). 

The third vaccine owned by the US is Johnson & Johnson (J&J). Unlike most 
COVID-19 vaccines, the Johnson & Johnson vaccine is the first vaccine that only 
requires one injection. By contrast, most coronavirus vaccines require two injec-
tions. However, the Johnson & Johnson vaccine’s effectiveness tends to be lower 
than the Pfizer and Moderna vaccines, as it is only 66% effective in preventing 
moderate and severe disease (NCIRD, Division of Viral Diseases, 2021). That 
said, its effectiveness in preventing critical cases requiring hospitalization is high-
er, approximately 85% (Saey, 2021). 

Based on the results of clinical trials, this vaccine has a good safety record. When 
compared to mRNA-based vaccines such as Pfizer and Moderna, the J&J vaccine 
is relatively easy to store. It does not need to be stored at freezing or sub-zero 
temperatures, and thus does not require special tools for storage (NCIRD, Di-
vision of Viral Diseases, 2021). However, its use was temporarily suspended by 
the US federal health agencies on April 13, 2021, after six people who had only 
received the vaccine two weeks previously experienced blood clotting (VOA Indo-
nesia, 2021). In terms of research & development, J&J received USD 465 million 
in federal government funding in 2020 (Dunleavy, 2021). In addition, through 
the Biomedical Advanced Research and Development Authority (BARDA), J&J 
also received more than USD 1 billion of additional funding for vaccine research 
(Capel & Yang, 2020). 

3  Moderna, Inc. develops vaccines and therapies for rare diseases, infectious diseases, cardiovascular diseases, and 
immuno-oncological diseases, both collaboratively and independently (Dewi, 2020).
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The fourth vaccine owned by the US is Novavax4, developed by a vaccine com-
pany called Novavax based in Maryland, United States. In 2020, Novavax also 
participated in Operation Warp Speed (OWS), and received funding for end-stage 
clinical development, delivering 100 million doses, and large-scale manufacturing 
(Novavax, 2020). Novavax also received investment funding of USD 4 million up-
front from the Coalition for Epidemic Preparedness Innovations (CEPI), followed 
by an additional USD 384 million for vaccine development and ramping up to 
large-scale manufacturing (Novavax, 2020). Novavax sells for USD 16 per dose, 
and has a reported effectiveness of 89.3% (Terry, 2021).

2.2 China
China’s first vaccine is called Sinopharm5. The Wuhan Sinopharm vaccine demon-
strated an effectiveness of 71.5%, while the Beijing Sinopharm using the same 
technology had a higher effectiveness level, namely 79.34%, based on the results 
of the final test (Reuters, 2021). Sinopharm Beijing charges USD 145 per two 
doses, while Sinopharm Wuhan charges USD 145 per dose (Tan, 2021). 

The second Chinese vaccine is called the CanSino6 vaccine. Based on the final 
stage trial testing its ability to prevent symptomatic cases, the CanSino vaccine 
was reported to have an effectiveness of 65.7%, while its effectiveness for prevent-
ing severe disease was higher, specifically 90.98%. This CanSino vaccine also only 
requires a single injection dose, much like the J&J vaccine from the United States. 
Although its level of effectiveness is lower when compared to Pfizer and Moderna, 
it offers other advantages similar to the J&J vaccine, including easier storage, and 
because it only requires a single dose, the vaccine does not require a person to 
present themselves for a second injection, which can sometimes be a source of 
difficulty in developing countries (Bloomberg, 2021). 

China’s third vaccine is Sinovac, which was developed by a company called Sinovac 
Biotech. The Sinovac vaccine is reported to have different levels of effectiveness. 
On January 13, 2021, a trial in Brazil demonstrated an effectiveness rate of 50.38%. 
Later, a local trial in Indonesia with only 1,620 participants reported an effective-
ness rate of 65%, while in December 2020, a trial in Turkey showed a 91.25% 
effectiveness rate for Sinovac. In addition, another trial conducted by the Butan-
tan Institute in Brazil also showed different levels of effectiveness, namely 78% 

4  Novavax developed a protein-based coronavirus vaccine called NVX-CoV2373. This is a protein engineered from the 
genetic sequence of SARS-CoV-2, the cause of COVID-19 disease. The vaccine has produced extremely high numbers 
of antibodies in early clinical trials. It is said to be easier to distribute and store, because the vaccine can be stable in the 
refrigerator for up to three months (Dzulfaroh, 2021).

5  The Sinopharm vaccines are developed by Beijing and the Wuhan Institute of Biological Products, under the China Na-
tional Pharmaceutical Group Co., and are based on inactivated or dead viral cells (Pinandhita, 2021).

6 Developed by a biotechnology company, CanSino Biologics, with the Chinese military (Sumartiningtyas, 2021).

for mild cases, and 100% against moderate and severe infection (Terry, 2021). 
To help accelerate its development, Sinovac obtained financial support from the 
Chinese Government in the form of a low-interest loan of USD 8.5 million from 
the Bank of Beijing, in order to finance its development. Sinovac also invested the 
same amount of money into the project, setting up a 230,000 square foot facili-
ty for vaccine production, with the necessary financial support already provided 
(Blaken ship, 2020).

Apart from the United States and China, the United Kingdom and Russia are 
also involved in producing and developing vaccines. The UK has a vaccine called 
AstraZeneca, developed by the University of Oxford and the pharmaceutical com-
pany AstraZeneca. The use of the vaccine was approved in the UK, and was first 
launched on January 4, 2021. It was noted by The Guardian that AstraZeneca 
vaccine development is at least 97% funded by taxpayers or charitable trusts, ac-
cording to the first attempts at reconstructing the funding sources for decades of 
research leading to these life-saving formulas (Safi, 2021). 

Russia became the second country to officially register a coronavirus vaccine in 
August 2020, after the United Kingdom. The vaccine is called Sputnic V, which is 
a reference to the world’s first artificial satellite. The Sputnik V vaccine was re-
ported to have 91.6% efficacy against COVID-19 infection. Researchers said that 
these results are in line with efficacy data reported in the early stages of a trial that 
began in Moscow in September 2020. Scientists around the world have warned 
that even if vaccine candidates prove successful, it will take more time to ascertain 
how long the protection will last (Euronews, 2020).

3. Distribution in Southeast Asia
The issue of vaccine distribution essential to discuss in this study. The purpose 
of this study is to examine the impact of China’s and the USA’s contributions to 
Southeast Asian Countries. Vaccine development & distribution is currently one 
of the most popular topics in International Relations Studies. Before going any 
further, it is important to note that foreign aid is a form of foreign policy, designed 
to advance the benefactor’s interests. USAID itself claims that it ‘carries out U.S. 
foreign policy [...] creates markets and trade partners for the United States’ (US-
AID, 2019). Foreign aid deals between governments are struck precisely because 
each party has something to benefit from its aid. The history of foreign aid is 
fraught with political manoeuverings, regime changes, corruption scandals and 
very gradual economic development as well. There is no such thing as a free 
lunch, certainly not in foreign policy, with millions and even billions of dollars 
on the line. China’s foreign aid may indeed benefit itself more than the people of 
recipient nations in the long run. However, that is not unique to any individual 
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country; it is an uncomfortable fact of foreign policy, applied by politicians who 
are all doing their best to keep their job (He, 2020).   

The same is true of vaccine distribution in Southeast Asia. The USA & China 
“competed” in their efforts to implement vaccine diplomacy, for the purpose of 
strengthening their influence in Southeast Asia. In the attachment of the Malay-
sian government’s National COVID-19 Immunization Program, it was explained 
that Malaysia has been conducting bilateral negotiations with China, USA, Russia 
and the UK since October 2020. Malaysia emphasized that its country is partic-
ipating in joint efforts to mitigate the crisis of the COVID-19 pandemic. That is 
why the vaccines they use tend to be diversified, because doing so reduces the 
potential for dependency on any single source, whether it be a supplier state or an 
institution (JKJAV, 2021).

Table 1. Supplies of COVID-19 Vaccine Acquired by Malaysia

Vaccine Pfizer
AstraZeneca  

(Including COVAX 
Facillity Purchases)

Sinovac CanSinoBIO Sputnik V

Type of Vaccines mRNA Viral vector Inactivated 
virus Viral vector Viral vector

Manufacturer’s 
Country

United States 
of America

United  
Kingdom China China Russia

Number of doses 2 2 2 1 2

Efficacy 95% 62-90% 50.4% - 
91.25% 65.7% 91.6%

Storage  
Temperature -75˚C 2-8˚C 2-8˚C 2-8˚C -20˚C

Number of doses 
(Million) 32 12.8 12 3.5 6.4

% of Population 50% 20% 18.75% 10.9% 10%

Countries that 
used the vaccine

USA,  
Singapore, 

UK, Bahrain, 
Canada, 
Mexico,  

Switzerland, 
EU

UK, South  
Africa, Ukraine, 

 Brazil, UE,  
Canada, India

China, 
 Indonesia, 

Turkey, Chile, 
Hong Kong, 

Brazil,  
Cambodia

China,  
Mexico,  
Pakistan

Russia,  
Argentina, 

Brazil, South 
Korea, Belarus

Source: (JKJAV, 2021)

Brunei has made preparations to implement a vaccination program since August 
2020. This can be seen in the publication of the Ministry of Health of Brunei 
Darussalam, under Item 9 (Description of the COVID-19 Vaccine). In the first 
line, the government describes the vaccines from China (Sinovac and Sinopharm). 
The text explains that both vaccines contain inactive pathogens (disease-causing 
organisms). In the next line, the Brunei Darussalam government describes the 
AstraZeneca vaccines from Europe, Sputnik V from Russia, and Janssen from the 
US as types of vaccines that genetically engineer a virus to produce antigens to 
the target pathogen (Brunei Darussalam Ministry of Health, 2021). The Sultan 
of Brunei Darussalam received his first vaccine dose on April 1, 2021. Although 
it is not specifically stated what vaccine the head of state received, it is clear that 
Brunei Darussalam received the 1st batch of the vaccine from China (Sinopharm) 
before receiving Pfizer-BioNTech from America. Data on aid from China (mostly 
reported as donations) is also included in the publication, thereby taking the op-
portunity to promote China-ASEAN bilateral ties (Union of Catholic Asian News, 
2021). Brunei will also mark its 30th anniversary in its diplomatic ties with China 
/ Ambassador Yu stated that this event is the climax of bilateral cooperation be-
tween the two countries. China provides vaccines to 53 developing countries, and 
will always provide the necessary assistance and ice to ensure that these vaccines 
remain accessible and affordable (“Brunei continues COVID-19 vaccination with 
China’s Sinopharm donations”, 2021; Karásková & Blablová, 2021).

Cambodia, the last country to join ASEAN, has its own National Deployment 
Draft and Vaccination Plan. In its publication, the Cambodian Government has 
indeed clearly stated its preference for the COVAX from India. Although this 
publication contains no mention of vaccine products from China or the United 
States, the erstwhile French colony guarantees free COVAX vaccine to 20% of its 
population (approximately 3 million people) (Asian Development Bank, 2020). 
Cambodia framed more as an arena for vaccine competition between China and 
India. The two large countries made many promises of aid to this Cambodia. 
Vaccine diplomacy carried out by India has always factored in humanitarian is-
sues (considering the prohibitive cost of vaccines from the United States for poor 
countries). Although the United Nations warned that vaccines should not be a 
part of warfare, political identity will facilitate future vaccine wars. While there 
is no explicit rivalry between the countries at the Himalayan border, there are 
undeniably clashes between the two in Southeast Asia, especially in Cambodia 
(Kumar, 2021).

The national vaccine production capacity and vaccine diplomacy of Indonesia has 
freed Indonesia from being seen as one of the arenas for competition or war by 
the world’s hegemonic powers. In his speech to the UN General Assembly, Pres-
ident Joko Widodo emphasized the importance of all countries receiving equal 
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access to vaccines. However, it is undeniable that countries prefer to follow their 
national interests than either collaborate with each other or become “victims” of 
dependency (Wangke, 2021). Indonesia has created a consortium for managing its 
vaccination program, ensuring that it will be able to produce the vaccine en masse 
and begin distributing it nationally within 12 months. One of the evaluations by 
the Indonesian government is about coordinating research in order to prevent 
vaccine overlap. Indonesia’s reasons for producing its own vaccine despite the 
competition from the US and China are as follows: (1) The need to have access to 
vaccines as soon as possible, (2) Avoiding vaccine dependency, (3) Utilizing their 
competent human resources and qualified laboratories (Mukti, 2021).

Although Indonesia is very optimistic about the production of its own vaccine, the 
government also maintains its efforts to buy vaccines, in order to not waste time. 
On the official Indonesian government website for managing COVID-19, pub-
lished by the Communication Team for the Committee for Handling COVID-19 
and National Economic Recovery, it noes that clinical studies have shown that 
the Sinopharm vaccine from China is more effective than the alternatives. Thus, 
the Indonesian government, which sought to be “neutral” and instead became an 
actor in vaccine diplomacy, continues to legitimize Sinopharm, the vaccine creat-
ed by China (COVID-19 Handling and National Economic Recovery Committee, 
2021).

Furthermore, after weathering an economic recession due to the pandemic and 
forced to take on ballooning external debt, Laos’s national debt to China is pro-
jected to be more than 85% of the country’s total GDP. On the bright side, eco-
nomically speaking, Laos is included in China’s Belt and Road Initiative. This 
means that long before the distribution of the vaccine was scheduled, Laos has 
already become highly dependent on China (Sims, 2020). UNICEF’s statement 
on Laos has responses to some frequently asked questions. These include an ex-
planation regarding the Sinopharm vaccine from China, explaining that it is a type 
of vaccine containing an inactivated virus. Meanwhile, AstraZeneca and Pfizer 
are described in the next row as vaccine types that produce proteins stimulating 
immune response. It explains that the Lao PDR government made the decision to 
receive vaccines from China and Russia in order to maximize efficacy, safety, price, 
availability, and quality. The Lao government emphasizes that the chosen vaccine 
is also perfectly safe for its people (UNICEF, 2021).

Malaysia gave conditional approval for the use of the UK-made AstraZeneca 
Covid vaccine, as well as China’s Sinovac vaccine. So far, Malaysia has received 
32 million doses of Pfizer and Sinovac. The approval was given a few days after 
Malaysia launched its national COVID-19 inoculation program on February 2, 
2021. Malaysia started vaccination on February 24, using the Pfizer and BioN-
tech vaccines to mitigate the spike in cases and help the country’s economic re-

covery (Sipalan & Donova, 2021). In the inaugural meeting between the UK and 
Malaysia Joint Committee on Bilateral Trade and Investment Cooperation, several 
statements were presented regarding UK vaccine diplomacy and its relationship 
with Malaysia. The UK clearly calls itself the biggest donor to COVAX (a global 
mechanism helping provide developing countries with access to the coronavirus 
vaccine). Although Malaysia emphasizes diversification within its country, access 
to AstraZeneca from the UK is one of the benefits it has purchased with its con-
tributions (Gabriel, 2021).

Myanmar launched a COVID-19 vaccination program on January 27, 2021, with 
health workers and medical volunteers being among the first to receive the As-
traZeneca vaccines sourced from India’s donations. Myanmar received 1.5 million 
doses of vaccine produced by the Serum Institute of India, amid New Dehli’s 
efforts to conduct vaccine diplomacy against neighbouring countries such as its 
regional rival, China. Myanmar’s health ministry stated that up to 30 million ad-
ditional doses of AstraZeneca had been ordered, with another 2 million slated 
to arrive in the first week of February. In addition, during his visit this month, 
Chinese foreign minister Wang Yi promised Myanmar 300,000 doses of the Chi-
nese-produced vaccine (Naing, 2021). This aid from China is a daily “Paukphaw” 
(Fraternal) friendship between the two countries, when another country breaks 
its bilateral ties with the military regime which brutally kills protesters in their 
country. China maintains its economic strategy (that is, its vaccine diplomacy). As 
of January, China’s Prime Minister Wang Yi has promised Myanmar 300,000 dos-
es of vaccine. However, there is still opposition to the distribution of this vaccine 
on moral grounds from citizens with anti-Chinese sentiments (The Irrawaddy, 
2021). Myanmar has become a hot topic of discussion in much of the literature, 
both for its diplomatic tactics and for the geopolitical ambitions of India and Chi-
na. Myanmar, Cambodia and Sri Lanka have become instrumental for the two 
countries to gain international recognition by exploiting developing countries. 
The distribution of vaccines in the form of aid is also capable of improving or 
strengthening bilateral relations (Yang, 2021).

The Philippines started their COVID-19 vaccine program on March 1, 2021 with 
the Sinovac vaccine, sourced from Chinese aid. This was the only available source 
of vaccine in the Philippines at that time. To provide accessible information to 
its citizens, the Philippines compiled a list of 7 types of vaccines, explaining the 
differences between them. It states that the first vaccines were Pfizer-BioNTech 
from the US, AstraZeneca from the UK, followed by Sinovac from China. It then 
goes on to also mention two other vaccines from the United States, J&J and Mod-
erna (Republic of Philippines Department of Health, 2021). In handling funds 
earmarked for vaccination efforts, the Philippine Government mentions a num-
ber of multilateral organizations that are also donors to their country, including 
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the Asian Development Bank and the World Bank. This example of health diplo-
macy was also supplemented by aid which the Philippines received from China 
(Eximbank), UK (UKEF), US, India, and even Singapore. This demonstrated the 
efforts of countries to gain recognition, extend their national interests not only in 
the form of products and accessible vaccines, but also by donating to countries in 
need (Interim Plan Philippines, 2021).

Singapore itself is seen as a nation with high vaccination rates, despite supply 
constraints. As countries compete for the ability to effectively distribute vaccines, 
Singapore has excelled in ensuring that 1/3 of its citizens have received their first 
dose of vaccine. The Pfizer-BioNTech vaccine purchased by Singapore from the 
United States is considered to be one of the most effective in mitigating the effects 
of the pandemic (Teo, 2021). Singapore had received the first shipment of Sinovac 
vaccine from China in February, but Singapore’s regulators have not approved its 
use, and therefore the country will likely continue to use the Pfizer and Moderna 
vaccines instead. One of the concerns is the lack of open, transparent data on Chi-
nese vaccines. Thus, Singapore – a small country, yet one classified as a developed 
or advanced country – prefers procuring and distributing vaccines from the West 
(Ong, 2021). On Monday, Covid vaccine manufacturer BioNTech stated that it 
would build a Southeast Asia headquarters and manufacturing site in Singapore, 
in order to produce hundreds of millions of mRNA-based vaccines per year. The 
Singapore production site will be the German company’s first mRNA manufactur-
ing facility outside Europe, and will have an estimated capacity of several hundred 
million doses of such vaccines (Asia Times, 2021). 

Thailand’s mass vaccination strategy relies on inoculation with AstraZeneca, 
which will be produced locally from June for regional distribution, with 61 million 
doses reserved for its citizens. Thailand has imported the AstraZeneca vaccine. 
The country has also ordered 200,000 doses of the Sinovac vaccine from China for 
medical workers and high-risk groups. The next 800,000 doses of the Sinovac vac-
cine will arrive on March 20, 2021. The Thai government has received backlash 
due to delays in vaccine distribution. This is because in the early stages of formu-
lating its strategy, the Thai government was too dependent on the AstraZeneca 
vaccine and its single manufacturer. As it happened, the slow pace of production 
ended up allowing the pandemic to overwhelm the country. According to data 
from the University of Oxford, only 2% of Thailand’s citizens have received the 
vaccine (in comparison to the target of 70% of the population, as stated by the 
Prime Minister, Prayuth Chan-O-Cha) (DW, 2021).

Vietnam’s government has said it will procure 150 million doses of the coro-
navirus vaccine through the COVAX scheme. This vaccine is the first batch of 
117,600 doses of AstraZeneca vaccine having arrived in Vietnam at the end of 
February 2021. Vietnam also plans to purchase Pfizer, Moderna, Johnson & John-

son vaccines, in addition to manufacturing the Russian Sputnik V vaccine. This 
country is also developing a Covid vaccine through a local company, Nanocovax, 
which is expected to become available in early 2022. In the Publication of the Min-
istry of Health Vietnam, the government had clearly only mentioned AstraZeneca 
at the time the Vaccination Campaign started, in March 2021. After receiving a 
notification of delays from AstraZeneca, Vietnam received a total of 2000 doses of 
Sputnik V from Russia, as a gift. Vietnam’s independence as a country capable of 
successfully managing the pandemic is rooted in its decision to conduct its own 
Nanocovax trial. However, the Vietnamese government stated that it will also 
retain other vaccines such as J&J and Sinovac as back-up, to assist the country in 
its efforts to mitigate the crisis (WHO, 2021).

Furthermore, the first batch of COVID-19 vaccine (24,000 doses in total) will 
arrive in East Timor on April 4, 2021. The vaccine will be transported to Dili on 
flights chartered by the United Nations Children’s Fund (UNICEF). The vaccine 
will be delivered by My Indo Airlines, a cargo transportation company based in 
Jakarta (Larasati, 2021). East Timor will use the AstraZeneca vaccine, as it is 
considered to be the most appropriate for the country. It can be preserved by re-
frigerating and storing it at temperatures between two to eight degrees Celsius. 
This young country, only established in 2002, was also assisted by Australia, who 
donated 20,000 doses of vaccine from its own national stock to Timor Leste. The 
vaccine was distributed by AUSMAT (Australian Medical Team) (Government of 
Australia, 2021).

4. Analysis of the vaccine as a commodity: Power vs Aid
The COVID-19 pandemic has had a major impact on all aspects of people’s lives 
around the world. COVID-19 has also had a major impact on national health 
systems in every country – even developed countries – and has resulted in many 
global deaths. Dealing with the effects of the pandemic is a major challenge for 
countries, and vaccines are seen as the primary way to manage the COVID-19 
crisis. Vaccines are currently a very important commodity for every country seek-
ing to control the spread of COVID-19. This provides an important opportunity 
for developed countries, especially the two great powers, the United States and 
China, to create and develop vaccines in response to the pandemic, building on a 
system of global health diplomacy through vaccine diplomacy. 

According to Fidler (2013), health diplomacy is a diplomatic activity that involves 
elements of health and consists of two aspects: (1) responding to health prob-
lems; and (2) using health mechanisms and concepts to achieve non-health-re-
lated objectives, such as improving relations between countries. In this regard, 
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countries working to produce and develop vaccines, such as the United States and 
China, not only aim to respond to the COVID-19 pandemic by saving lives around 
the world, but also aim to improve relations with their allies. For instance, the 
United States has given 1.5 million doses of AstraZeneca vaccine produced in the 
US to Mexico at the end of March 2021, as the vaccine was not licensed in the 
US at that time, but was approved for usage in other countries (Reuters, 2021). 
Subsequently, China also donated vaccines to several countries in Southeast Asia, 
including Cambodia, Myanmar, and the Philippines.

In addition, health diplomacy is also related to the core function of foreign policy, 
namely protecting human dignity, strengthening national economic welfare, rein-
forcing national security, and advancing the development of the state and strategic 
areas (Fidler, 2013, pp. 1-13). In the first three months of 2021, Pfizer’s vac-
cines generated a total of USD 3.5 billion in revenue, making them Pfizer’s larg-
est source of revenue (Robbins & Goodman, 2021). This figure does not include 
the profits earned by other vaccine companies. In addition, Sinovac stated that it 
could produce more than 1 billion doses in 2021, with the price of the vaccine at 
USD 60 for two doses in several Chinese cities (Kollewe, 2021). The Guardian es-
timates that vaccine sales will reach billions of dollars by 2021, without including 
the vaccines from other Chinese companies. This shows that vaccine diplomacy 
carried out by manufacturing countries is certainly not purely motivated by pro-
tecting human health, but also has an economic motive.

Moreover, for the United States and China, vaccine diplomacy is also aimed at 
increasing global geopolitical influence. By the end of December 2020, China had 
even promised its neighbours in Southeast Asia that it would be the first to pro-
vide the needed vaccine, once its own domestic vaccine was developed and ready 
for distribution. Some countries from Philippines, Malaysia, and several countries 
in Africa were given priority access to the Chinese coronavirus vaccine. Chinese 
companies have also signed agreements to have some of these developing coun-
tries produce coronavirus vaccines (Kobierecka & Kobiereck, 2020). In 2021, sev-
eral Southeast Asian countries received vaccine aid from China. For example, as 
of late April 2021, Cambodia received 1.7 million doses of Sinopharm and a total 
of 3.7 million doses of vaccine from China, both from donations and purchas-
es (“Cambodia receives new batch of China’s Sinopharm COVID-19 vaccines”, 
2021). The Philippines received 1 million doses of vaccine in aid (Peralta, 2021), 
while Myanmar has received 500,000 doses (Frontier, 2021). 

Vaccines are now considered a global public good, and are closely linked to Chi-
na’s friendship and global leadership. However, this method of Chinese aid has 
drawn many questions from experts, accusing China of using vaccines as a dip-
lomatic tool to pressure other countries to support China’s trade and political 
interests. Apart from being used to improve China’s image – as it was the country 

where the virus originated – the provision of these forms of assistance, such as 
providing vaccines to several countries, especially Southeast Asia, is considered 
not an act of altruism, but rather an instrument of soft power to increase China’s 
influence in the region. In return, China hopes for long-term diplomatic cooper-
ation with those countries. Thus, China can demand various forms of coopera-
tion in exchange, including the acceptance of all forms of China’s technologies by 
those countries (Mallapaty, 2021).

However, survey data suggests that China’s vaccine diplomacy has failed to gar-
ner sympathy from Southeast Asian countries. The survey was conducted on 
1,032 respondents, including business actors, academics, and government offi-
cials in 10 ASEAN member countries. The survey respondents did in fact agree 
that China provided greater assistance to the region than the US: 44.2% agreed 
with this statement, compared to only 9.6% for the reverse. Meanwhile, Japan was 
at 18.2%, while the European Union was at 10.3%. Evidently, most respondents 
believed that China was more proactive towards Southeast Asian countries than 
the United States. However, when asked to choose between the United States 
or China in a competitive context, the results showed that more respondents 
supported the US (61.5%). This figure is inseparable from support for a pro-
spective Joe Biden government. In addition, the survey also showed that most 
respondents feel anxious about China’s influence (88.6%) although they also ad-
mitted that China’s diplomacy is more influential in the region (49.1%) than the 
United States’ (30.4%). The survey’s questions on global politics showed that 
63% have little faith or belief that China would create helpful policies for the 
world community (Tani, 2021). This data proves that despite the influence of 
China’s hegemony through vaccine diplomacy, it still cannot claim an advantage 
over the US. The form of foreign aid was present empirically in the international 
arena along with the massive competition of the United States to become a world 
hegemon. Foreign aid is a humanitarian term which is ultimately subverted to 
become an instrument for achieving a country’s goals (Packenham, 1966). The 
link between vaccine development and global competition (country to country, 
institute to institute, companies to companies, etc.) determines market power 
under the influence of different ideologies and economic systems (Shammen & 
Mohammed, 2020).

5. Conclusion
It is inevitable that Southeast Asian countries will become dependent on China, 
the US, or its allies for vaccines. It is also impossible to draw a clear line between 
providing aid and an expansion of power, when both hegemonic powers tend to 
use vaccine distribution within the reason to increase their own grip on power. 
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According to the perception of Southeast Asian countries, China has recently been 
more influential in the region than the US, but this does not inspire a particularly 
positive view of China. China has done more practical work in distributing vac-
cines than the US, which could increase the presence of China in the region. 

On other hand, as explained above, the US and China are clearly competing with 
each other in their efforts to produce various types of vaccines. Before the COV-
ID-19 pandemic, the dominance of the United States as a unipolar superpower 
had shifted, giving way to multipolarity. The United States has been the dominant 
global power for the past three decades, and has become a leader in responding to 
international crises. However, the complexities of the COVID-19 pandemic have 
cast doubt on the US’s ability to appropriately handle the pandemic among the 
international community. China’s rise to the international political stage has long 
been a concern to the US, and is seen as a threat to its hegemony. According to 
Herrington (2011), the collapse of hegemony can mainly occur due to two factors: 
a deterioration in the hegemon’s military capacity, or stagnant economic growth 
(Fayyaz & Malik, 2020). Thus, the rise of the Chinese economy is a concern to US 
hegemony. In this context, aid and power are strongly related concepts, and navi-
gating these issues will require a thoughtful approach, especially from Southeast 
Asian countries.
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Practices and Challenges When Building  
the “Health Silk Road” Between China  

and Eurasian Countries During the COVID-19 
Pandemic

Yang Zitong – Ren Zhiya

Abstract
Launching in 2016, the “Health Silk Road” Initiative (HSR) aims to promote 
health cooperation between China and Eurasian countries, and has become one 
of the core concepts of the Belt & Road Initiative. At the beginning of 2020, when 
the COVID-19 pandemic broke out in China, Eurasian countries immediately lent 
their support. China has reciprocated by providing Eurasian countries with medi-
cal supplies, dispatching medical teams, and sharing its anti-epidemic experience 
with countries experiencing difficulties containing outbreaks of the virus. These 
activities have brought the HSR back into the public eye, underscoring its mutu-
ally beneficial nature. Regarding areas of concern in China and Eurasian cooper-
ation during the pandemic, medical and technological issues are the key areas of 
contention. China and Russia, for example, have seized upon the “Year of Science 
and Technology Innovation” as an opportunity to strengthen their technological 
cooperation efforts in fighting the epidemic. Nevertheless, the HSR still faces chal-
lenges from different variables, such as fragile medical systems and the financial 
constraints faced by Eurasian countries, the lack of institutional arrangements, as 
well as provocations from the US and other western countries. However, as China 
and the Eurasian countries have formed close economic ties and a high degree of 
political trust, and have accumulated a wealth of cooperative experiences during 
the pandemic, the HSR still looks to enjoy a bright future. 
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1. Introduction: HSR, Eurasia and the COVID-19 Pandemic
As the biggest black swan event in 2020, the COVID-19 pandemic has not only 
caused a dramatic and relentless loss of human life worldwide, but has also placed 
the global health system under massive stress. China was the first country to 
suffer from the COVID-19 epidemic, which it successfully managed to control 
in the space of a few months. Once the COVID-19 virus began its rapid spread 
internationally, China tried its best to help other countries in Asia, Europe and 
Africa by lending medical supplies and its experience in anti-epidemic activities, 
drug research knowledge, vaccine supplies, etc. These efforts have been regarded 
as a part of the construction of the Health Silk Road (HSR), a health cooperation 
initiative falling within the remit of the Belt and Road Initiative (BRI). Rather 
than constituting a new geopolitical strategy within the BRI framework, the HSR 
is an emerging diplomatic initiative for promoting health cooperation in a world 
increasingly threatened by proliferating public health emergencies (Cao, 2020). 
In a phone call with Italian Prime Minister Giuseppe Conte, President Xi Jinping 
once again brought up the HSR proposal, stating that China was ready and wait-
ing to make contributions to international anti-epidemic cooperation efforts, and 
the construction of the HSR (“Xi Says China to Send”, 2020).

The HSR concept was first introduced in President Xi Jinping’s speech during his 
state visit to Uzbekistan on June 22, 2016. Xi called for joint efforts to strengthen 
medical and health cooperation and enhance mutually beneficial efforts in the 
monitoring of infectious diseases, disease control and prevention, medical assis-
tance, traditional medicines, and other areas. It is through these activities that 
China and its partners can jointly build a “Health Silk Road” (Ministry of Foreign 
Affairs of the People’s Republic of China [MFA], 2016). Prior to this, China’s Na-
tional Health and Family Planning Commission (NHFPC) had already set out a 
3-year strategic plan for the purpose of promoting health and safeguarding health 
security on the Silk Road (National Health Commission [NHC], 2015). In August 
2017, China hosted the Belt and Road High-Level Meeting to promote health 
cooperation. The conclusion, “Beijing Communiqué of The Belt and Road Health 
Cooperation & Health Silk Road”, was adopted by more than 30 health ministers 
and high-level representatives from multilateral health agencies (NHC, 2017). 
Before the outbreak of the COVID-19 pandemic, China had already taken steps 
to build the HSR, including helping to improve local medical conditions in target 
countries, sharing China’s experience in offering health services, and strengthen-
ing government-led cooperation (Yang & Feng, 2019).

Since the HSR has only recently returned to the forefront of public attention as a 
result of the global epidemic crisis, there has been little academic research on this 
topic. Meanwhile, the studies carried out so far mainly focus on other regions like 

Africa (Gao & Nkengasong, 2019) and Southeast Asia (Ngeow, 2020), despite the 
fact that both the BRI and HSR were first proposed in Central Asia – the cross-
roads of Eurasia. 

From a geographical point of view, Eurasia is a “supercontinent” with a huge pop-
ulation and abundant natural resources. Accordingly, initiatives such as the BRI 
have drawn attention to deepening Eurasian continentalism (Calder, 2019). Even 
so, given the vastly different cultures, institutions, economic and geopolitical in-
terests of the countries located on the continent, it still seems nebulous or even 
meaningless to discuss the Eurasian continent as a whole in terms of anti-epidem-
ic cooperation, or other specific issues. 

There is another widely used definition, which was originally articulated and de-
veloped by Russians. The construction of this so-called Eurasian space initially 
dates back to Russia’s Imperial era, but later came into focus once again, after 
1945 (Andreen, 2014). With the collapse of the Soviet Union, the concept under-
went a more realistic assessment, taking Russia, Belarus, and Kazakhstan as its 
core (Samokhvalov, 2016), along with other countries in the post-Soviet area. In 
recent years, as Russia failed to find a place in “Greater Europe”, it has instead 
put forward the concept of “Greater Eurasia”, in order to enhance its association 
with emerging powers such as China and India (Malle et al., 2020; Krickovic & 
Pellicciari, 2021). Apparently, no matter how the connotations of Eurasia have 
changed, it continues to reflect the geopolitical considerations and interests of 
Russia. 

Therefore, we will not use the “Russian definition”, and instead, will apply the 
broader geographical definition, using an operational range based on China’s per-
spective. Namely, we are going to focus on the countries located in the core area 
of the overland Silk Road Economic Belt – post-Soviet areas, Central and Eastern 
Europe – which have all signed BRI cooperation agreements with China. We will 
then present Russia, Belarus, Ukraine, Moldova, Kazakhstan, Uzbekistan, Kyr-
gyzstan, Georgia, Armenia, Azerbaijan, Hungary and Serbia as examples that have 
partaken in broad and effective anti-epidemic cooperation with China. It should 
be pointed out that being limited by the length of the paper, some other EU mem-
ber countries, such as Italy and Greece, which have also been cooperating with 
China on certain anti-epidemic activities and playing important roles in building 
the BRI, could not be discussed in this paper.

According to the scope defined above, China has done significant work together 
with certain Eurasian countries in many fields during the pandemic, including 
but not limited to vaccine research and development, anti-epidemic experience 
sharing, and mutual medical assistance. The latter includes dispatching medi-
cal teams, making donations, and governmental coordination in the international 
trade of medical equipment in shortage situations. This paper will conduct a re-
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view of the efforts made by China and Eurasian countries to build the HSR against 
the backdrop of the pandemic, and analyse the challenges faced by the HSR.

2. China-Russian Cooperation in Building the HSR
The COVID-19 pandemic has suddenly tested relations among countries. In tack-
ling the epidemic, China and Russia have expanded their practical cooperation 
in a variety of fields, including political, medical and technological cooperation, 
in order to build a bilateral health network. After the outbreak of the epidemic, 
China and Russia worked closely together on anti-epidemic policies, building a 
solid fortress against the “political virus” in the world. In the medical field, China 
and Russia donated a large number of medical prevention materials, and hosted 
many of each others’ medical experts. Moreover, the two countries have taken the 
“2020 and 2021 China-Russia Year of Scientific and Technological Innovation” as 
an opportunity to do cooperative work in medical technology. The anti-epidemic 
cooperation between China and Russia has not only effectively promoted bilateral 
relations, but has also set a positive example for Eurasian countries in building 
the HSR, a community of common health for mankind.

2.1. China-Russian Political Cooperation as the Base for HSR 
Since the outbreak of the epidemic, Chinese President Xi Jinping and Russian 
President Vladimir Putin have maintained close strategic communications, coor-
dinating their positions on global anti-epidemic actions. This has promoted bilat-
eral cooperation in the fight against the epidemic, and has injected key stability 
factors into the uncertain international community. As President Putin empha-
sized in his congratulatory letter to the 8th meeting of the China-Russia dialogue 
between the ruling parties in July 2020, China-Russian relations have reached an 
unprecedented level of closeness, and can be called a model of state-to-state coor-
dination in the world today (“Russia-China relations”, 2020). 

On March 19, April 16, May 8 and July 8, 2020, President Xi held four telephone 
conversations with President Putin, during which they exchanged letters several 
times, leading to a strategic level of cooperation between the two countries. The 
frequent phone calls highlighted the high level and specificity of China-Russian 
relations. At the critical moment of the global fight against the epidemic, the 
two heads of state closely coordinated with each other on epidemic prevention 
and control, expressed mutual concern and condolences to each other, and com-
mended each other for their mutual assistance during the most difficult period of 
time. All of this added new meaning to the comprehensive China-Russian strate-
gic partnership and cooperation for a new era. As early as in their first talk since 

the start of the pandemic, President Xi made it clear that based on the concept 
of a community with a shared future for mankind, China is willing to strength-
en international cooperation on epidemic prevention, share their experiences in 
managing the outbreak, promote joint scientific research to cope with common 
threats and challenges, and safeguard global public health security with Russia 
(MFA, 2020). 

On the international stage, President Xi and President Putin have opposed indi-
vidual countries’ attempts to politicize the epidemic, and jointly advocated inter-
national cooperation, which played a pivotal role in maintaining the fragile global 
anti-epidemic cooperation. During the phone call with Putin, Xi stressed that po-
liticizing and labelling the epidemic is not conducive to international cooperation, 
while Putin also emphasized that any attempts to discredit China on the source 
of the virus are unacceptable (MFA, 2020). In contrast to the chaos of Western 
countries in the early days of the outbreak, China and Russia maintained close 
communication and coordination with each other and provided humanitarian as-
sistance to Serbia, Italy and many other countries, thus setting a positive example 
for the international community in cooperating on the fight against the epidemic.

2.2. China-Russian Cooperation on Medical Assistance
There is a time lag between the outbreaks in China and Russia. The two countries 
have provided each other with large-scale, timely and effective assistance, engag-
ing in full-spectrum collaboration in fighting against the virus when the other 
was in the grip of the epidemic. The governments and people of China and Russia 
have made concerted efforts to establish a HSR connection, which embodies the 
profound friendship between two countries and the extremely high strategic value 
and level of coordination in their bilateral relations.

During the outbreak in China, Russia was one of the first countries to provide 
substantial assistance to China, and the first country to send epidemic prevention 
experts to China. Russian President Putin sent a telegram of condolences to Chi-
nese President Xi on January 31, 2020, stating that Russia was ready to provide 
any necessary assistance to China (Presidential Executive Office of Russia, 2020). 
On February 5, even before the WHO had defined COVID-19 as having pandemic 
characteristics, a Russian Ilyushin-76 transport plane loaded with medical equip-
ment and other humanitarian relief supplies arrived in Wuhan, along with five 
medical and epidemic prevention experts, who came to help develop anti-viral 
drugs and vaccines (“Russian plane delivers”, 2020). Only four days later, the 
Russian Ministry of Emergency Situations sent 23 tons of relief supplies collected 
from all over the country, including more than 2 million masks and other med-
ical protective equipment to meet China’s urgent needs, followed by a series of 
actions taken by local governments. For instance, the Russian governments of 
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Amur Oblast and Blagoveshchensk donated 35,000 surgical masks to Harbin, and 
the Sakha Republic donated 5,000 surgical masks to Heilongjiang Province. Even 
before the Russian authorities came to the rescue, some institutions had already 
taken the lead in the form of “civilian diplomacy”. At the end of January in 2020, 
Russian SPB TV Group donated 50,000 surgical masks to the China Media Group 
after learning of the serious epidemic in China, in order to support Chinese jour-
nalists on the front line (“Russian media donated”, 2020). The Ministry of For-
eign Affairs of China expressed their heartfelt gratitude to Russia for its generous 
assistance at the critical moment of China’s fight against the epidemic, noting 
that Russia’s generous help demonstrated the profound friendship between the 
two countries, in good times and bad.

At the beginning of April in 2020, while the grip of the epidemic loosened in 
China, the progress of the virus in Russia took a sharp turn for the worse. In reac-
tion, China launched a comprehensive public and private operation to aid Russia, 
with joint involvement from both the government and the private sector. On April 
2, the Chinese government provided 25.5 tons of epidemic prevention materials 
to Russia, despite the fact that the epidemic was not yet over in China. On May 
17 and 22, about 103 tons of epidemic prevention materials, including test kits, 
surgical isolation gowns and medical protective masks, were delivered to Moscow 
on two separate occasions (“Chinese COVID-19 aid arrives”, 2020). Local govern-
ments in China have also demonstrated positive responses. The Heilongjiang pro-
vincial government provided more than 20 tons of epidemic prevention materials 
to Russia on April 14, while Weihai and Lanzhou provided over 10,000 pieces of 
epidemic prevention materials to their sister cities Sochi and Penza, respectively. 
The private sector also contributed: the Jack Ma Public Welfare Foundation and 
the Alibaba Public Welfare Foundation donated masks, test kits and surgical iso-
lation gowns to Russia on March 24, along with a poem by the famous Russian 
poet Alexander Pushkin saying, “All is fleeting, all will go”. In mid-June, Chinese 
companies delivered a full set of mask production equipment weighing 60 tons 
to Russia, which greatly and rapidly improved the productivity of some Russian 
medical industries. The Russian were highly appreciative of China’s material assis-
tance. In a video conference with government officials and experts on the epidemic 
on April 20, President Putin pointed out that Russia once provided China with 2 
million face masks when it was in a difficult position, and today Russia has already 
received 150 million face masks from China through various channels (“About 150 
million masks”, 2020). In addition to material assistance, China also sent a group 
of 10 medical experts to Russia on April 11 to assist in the prevention and control 
of the epidemic, in return for the help received from Russia in the past. During 
the period of assistance to Russia, the medical expert group visited more than 10 
medical institutions, held a number of meetings and training sessions, and shared 
their valuable experiences in fighting the epidemic with Russian experts.

2.3. China-Russian Cooperation on Medical Technology
The years of 2020 and 2021 were jointly designated by the Chinese and Russian 
heads of state as the “China-Russia Year of Scientific and Technological Innova-
tion”. In early July 2020, President Xi Jinping emphasized the following during his 
telephone conversation with President Putin: 

China and Russia should make good use of the opportunity of the Year of Scientific and 
Technological Innovation to strengthen cooperation in high technology, research and 
development of vaccines and drugs, and biosafety, in order to push China-Russian rela-
tions to a higher level (MFA, 2020).

In this context, China and Russia were able to work together in close cooperation 
in the field of medical science and technology, effectively promoting the establish-
ment of the HSR in the Eurasian region.

Due to the emergency of the global pandemic, cooperation in the field of med-
ical science and technology has become a high-priority strategic project of the 
China-Russia Year of Scientific and Technological Innovation. In response to the 
threat of the epidemic, the National Natural Science Foundation of China (2020) 
and the Russian Foundation for Basic Research have set up a special cooperative 
project on the epidemic to support Chinese and Russian scientists in their shared 
fight against the COVID-19 pandemic. At the same time, the Institute of Micro-
biology of the Chinese Academy of Sciences and the Mechnikov Vaccine & Serum 
Institute of the Russian Academy of Medical Sciences signed a memorandum of 
understanding on the establishment of a joint research laboratory for COVID-19. 
In addition, the China National Center for Biotechnology under the Ministry of 
Science and Technology, and the State Research Center of Virology and Biotech-
nology Vector have also established a cooperative relationship. Currently, it is 
clear that the shared cooperation between the two countries in the field of vaccine 
research will benefit both sides. Russia urgently needs to expand the scale of its 
vaccine production, in order to meet the needs of mass vaccination, while China 
faces the problem of having almost no COVID-19 patients in its own country. In 
September 2020, Petrovax of Russia launched Phase 3 clinical trials for “Convide-
cia” (AD5-nCoV), a vaccine developed by CanSino Biologics Company of China. 
The Phase 3 clinical trial of the “Convidecia” vaccine, developed jointly by Russia 
and China, will be completed in September 2021. 

On August 26, 2020, President Putin announced at the opening ceremony of the 
China-Russia Year of Science and Technology Innovation that Russia will expand 
its cooperation with China in fighting against the epidemic. Putin went on to say 
that the two countries had achieved good results in their exchange of knowledge 
regarding the diagnosis, prevention and treatment of COVID-19. Russia attached 
great importance to the relevant Chinese and Russian government departments, 
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as well as the medical and research institutions of disease resistance (Presidential 
Executive Office of Russia, 2020). As Putin noted, Chinese and Russian experts 
have maintained regular exchanges of information on epidemic prevention and 
patient treatment. On June 10, military doctors of the two countries held a video 
conference on the fight against COVID-19, sharing their experience in preventing 
and treating COVID-19 and mitigating the adverse effects of COVID-19 on the 
medical system. On July 2, medical personnel from Anhui Province of China held 
a video conference on COVID-19 prevention and control under the local cooper-
ation mechanism of “Volga River and Yangtze River”, with medical experts from 
eight federal districts of Russia. They shared information and experiences on the 
diagnosis, treatment and care of the patients infected with COVID-19. China’s ex-
perience in fighting the epidemic has served as an important point of reference for 
Russia, allowing for the construction of several Russian hospitals for infectious 
diseases in a short period of time, the inclusion of plasma therapy in the diagnosis 
and treatment program, as well as Russian Prime Minister Mikhail Mishustin giv-
ing emergency approval for the use of 68,600 boxes of hydroxychloroquine donat-
ed by China but not yet approved in Russia for the treatment of COVID-19, etc.

3.  Anti-Epidemic Cooperation Between China and 
Other Eurasian Countries

3.1.  Assistance from Eurasian Countries to China at the Beginning of the 
COVID-19 Pandemic

In early 2020, when the COVID-19 pandemic broke out in China, Eurasian coun-
tries immediately expressed their concern and offered assistance. At this stage, 
successful interactions between China and Eurasian countries include:

Firstly, in the spirit of openness and transparency, China notified the other Eur-
asian countries of the domestic epidemic as soon as possible. At the end of De-
cember 2019, the Wuhan Center for Disease Control and Prevention in Hubei 
Province detected cases of pneumonia, cause unknown (Xu, 2019). On December 
31, the Wuhan Municipal Health Commission began to release information on 
the epidemic, in accordance with legal requirements (WMHC, 2019). Since Jan-
uary 3, 2020, China has regularly provided timely and proactive information on 
the epidemic along with the World Health Organization (WHO, 2020), relevant 
countries and regional organizations, as well as with the Hong Kong, Macao and 
Taiwan regions of China (Chen et al., 2020). Specifically, China has made active 
use of numerous diplomatic and media channels to brief Eurasian countries on 
the epidemic, as well as the Chinese government’s prevention efforts. Firstly, Am-
bassador Tian Erlong met with Armenian Healthcare Minister Arsen Torosyan on 

January 31 (“Armenian healthcare minister”, 2020). Acting in an open, transpar-
ent and responsible manner, he released timely information on the COVID-19 
epidemic in China, presenting the prevention and control measures taken by the 
Chinese government. On February 19, the Chinese Embassy in Moldova held a 
press briefing, during which Ambassador Zhang Yinghong introduced the effec-
tive measures and the latest progress of the Chinese government and the Chinese 
people in the fight against COVID-19 (Embassy of China in Moldova, 2020).

Secondly, Eurasian countries have also paid close attention to the epidemic in 
China, and have expressed their encouragement and support. For example, after 
the outbreak of the pandemic in China, Minister of Foreign Affairs and Trade of 
Hungary Péter Szijjártó expressed his deep sympathy to the Chinese government 
and people who fought bravely to contain the spread of the coronavirus (“Epi-
demic will deepen friendship”, 2020). On February 5, 2020, President of Ukraine 
Volodymyr Zelensky sent a letter of condolence to President Xi Jinping on the 
COVID-19 epidemic in China, expressing deep concern over the deaths caused 
by the epidemic and deep sympathy to the friendly Chinese people, wishing all 
the patients a speedy recovery (“Zelensky expresses support”, 2020). In Belarus, 
many government officials, business leaders, teachers and students have shown 
their support for the Chinese people by recording videos and writing letters (Wei 
& Li, 2020).

Thirdly, when China was facing great difficulties, Eurasian countries gave effective, 
practical assistance, providing China with a large number of medical supplies in 
a timely manner. Hungary was one of the first countries to provide anti-epidemic 
supplies to China. As early as January 29, the Hungarian government provid-
ed a batch of emergency medical supplies to the Chinese government, including 
20,000 medical masks and 500 pairs of medical gloves (Gan, 2020). Belarusian 
President Alexander Lukashenko instructed his government to deliver 20 tons of 
humanitarian supplies to China by military aircraft (“Belarus sends products”, 
2020). Kazakhstan provided a total of 13.6 tons of medical supplies to China, by 
order of president Kassym-Jomart Tokayev (“Kazakhstan provides China”, 2020). 
Local governments and non-governmental organizations in Azerbaijan have also 
donated masks, medical gloves and other anti-epidemic medical supplies to China 
(Guo, 2020).

3.2. Medical Assistance Provided by China to Eurasian Countries
After the outbreak of the COVID-19 pandemic in Eurasia, China has reciprocat-
ed and supported Eurasian countries by providing medical supplies, dispatching 
medical teams, and sharing its anti-epidemic experience in video conferences with 
various countries in Eurasia.
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For example, with the support and assistance of the Chinese government, 
the Hungarian government purchased a lot of urgently needed medical equip-
ment and other supplies from China. On March 24, 2020, a special plane carrying 
the anti-epidemic materials purchased by the Hungarian government from China 
arrived at Budapest Ferenc Liszt International Airport (“Hungary welcomes sup-
plies”, 2020). The second batch of supplies from the Chinese government arrived 
in Budapest on April 29, including 10,000 test kits, 50,000 N95 masks, 100,000 
surgical masks and 10,000 surgical isolation gowns (Xu, 2020). After receiving 
Serbia’s urgent call for help, the first batch of anti-epidemic supplies donated by 
Chinese enterprises arrived in Belgrade on March 15, 2020 (Chen, 2020). Serbi-
an President Aleksandar Vucic and Prime Minister Ana Brnabic expressed their 
gratitude to China through the media, emphasizing that this was the first batch 
of medical aid materials Serbia had received (Liu et al., 2020). The second batch 
of supplies followed immediately. On March 26, a special plane carrying more 
than 40 tons of anti-epidemic supplies and medical equipment arrived at Belgrade 
(Zhang, 2020). This operation set a good example for anti-epidemic cooperation 
under a multilateral framework, because the transportation of these goods was 
assisted by the United Nations Development Program, and was partly paid for by 
the European Union. On the morning of 2 June, an IL-76 military transport plane 
of the Belarusian Air Force with about 22 tons of anti-epidemic supplies landed at 
Minsk National Airport. Earlier, Belarus had received various kinds of donated or 
purchased anti-epidemic materials and two automatic mask production lines from 
China on April 17, 26 and May 13. The total weight of the supplies was 112 tons, 
and they were transported by military transport planes (Wei & Li, 2020).

After the outbreak of pandemic in the Transcaucasian region, China immediate-
ly provided Georgia and Armenia with large amounts of anti-epidemic materi-
als such as test kits, masks and isolation gowns (Hua, 2020a, 2020b), and of-
fered a total of three batches of anti-epidemic medical supplies to Azerbaijan, 
including 5,000 test kits, 10 ventilators, 3,500 isolation gowns, 600,000 surgical 
masks, 50,000 KN95 masks, etc. (Embassy of China in Azerbaijan, 2020). The 
scale of Chinese aid to Central Asia is also remarkable (Sun, 2021). For example, 
in the early stages of the pandemic in Kazakhstan, the medical supplies provided 
by China to Kazakhstan accounted for more than 80% of the total amount of for-
eign aid received by Kazakhstan (“Global rivalry amid pandemic”, 2020).

China has also actively dispatched medical teams to Eurasian countries. For ex-
ample, on April 17, 2020, a Chinese medical team consisting of 15 members ar-
rived in Uzbekistan, bringing large amounts of medical supplies and medicines 
along. The team was composed of experts from the fields of health management, 
traditional Chinese medicine, prevention and control of infectious diseases, and 
nursing. During their 10-day visit to Uzbekistan, they shared their anti-epidemic 

knowledge and expertise with over 30 medical institutions, conducted training 
courses, and provided professional advice on the prevention of COVID-19 and the 
construction of quarantine areas (Hua, 2020; Xu, 2020).

In terms of vaccine cooperation, the COVID-19 vaccine developed by China is 
highly regarded in most Eurasian countries. Kyrgyzstan, for example, received 
China’s COVID-19 vaccine on March 19, 2021 (Guan, 2021), and began the first 
phase of vaccination 10 days later, Kyrgyz Health and Social Development Minis-
ter Alymkadyr Beishenaliev took the lead in getting vaccinated with Chinese vac-
cines, in order to reassure the public (Nu & Guan, 2021). At the vaccine handover 
ceremony, Kyrgyz Prime Minister Ulukbek Maripov thanked the Chinese govern-
ment for its assistance, which would greatly help Kyrgyz in the fight against the 
pandemic (“Kyrgyzstan thanks China”, 2021).  

3.3.  Technical Cooperation Between China and Eurasian Countries in the Fight 
Against COVID-19

China has engaged in scientific and technological cooperation with various Eura-
sian countries in vaccine development and other fields. The cooperation between 
China and Uzbekistan is exemplary. Chinese experts have been arriving in Uzbek-
istan since November 2020, and have successfully developed a type of COVID-19 
vaccine called ZF-UZ-VAC2001, in cooperation with local scientists and medical 
workers. The vaccine completed Phase 3 clinical trials in April 2021. Shahlo Turdi-
kulova, the Deputy Minister of Innovation and Development of Uzbekistan point-
ed out that the new type of vaccine, jointly developed by China and Uzbekistan, 
was one of the most effective and safe vaccines in the world. She also added that 
the success of ZF-UZ-VAC2001 was a great achievement for Uzbek science, and 
has greatly boosted the country’s vaccine development (“The effectiveness of the 
Chinese-Uzbek vaccine”, 2021).

At the same time, China has actively used its advantages in digital technology to 
offer assistance to Eurasian countries. For example, Huawei provided a remote 
videoconferencing system to Belarus, in order to enable real-time communication 
between the Belarusian Ministry of Health and medical institutions in the country 
(Wei & Li, 2020). This has the potential to significantly improve the effective-
ness of the Belarus medical system. On April 25, China and Uzbekistan officially 
launched a transnational telemedicine consultation system. Based on the tele-
medicine service platform of Jiangxi Province, the China-Uzbekistan telemedicine 
system directly connected two hospitals of Jiangxi Province with 10 designated 
hospitals in Uzbekistan (“China-Uzbekistan telemedicine system”, 2020). 

On the other hand, digital technology has also facilitated the exchange of methods 
and know how related to the issue of preventing the pandemic among experts 
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from China and Eurasian countries. On March 20, 2020, China hosted a video 
conference on COVID-19 prevention and control with Eurasian countries. Repre-
sentatives of Ukraine, Belarus, five Central-Asian countries, three Transcaucasian 
countries and many others attended the meeting. The Chinese experts gave a 
comprehensive introduction to China’s successful experience in preventing and 
controlling the epidemic, as well as specific methods for screening, diagnosing 
and treating COVID-19 patients. They emphasized that China was willing to con-
tinue the spirit of mutual aid and cooperation with other countries to jointly 
ensure global public health security (Li, 2020). On July 9, the Institute of Rus-
sian, East European and Central Asian Studies of the Chinese Academy of So-
cial Sciences and the Institute for Strategic and Regional Studies the President of 
Uzbekistan jointly held a videoconference titled “Comprehensive Strategic Part-
nership between China and Uzbekistan under the New Conditions”. More than 
20 scholars from China and Uzbekistan attended the conference. They discussed 
topics in-depth such as the best way for China and Uzbekistan to cooperate in a 
building high-quality BRI, digital and face-to-face exchanges in the context of the 
pandemic, and the impact of COVID-19 in Central Asia (Institute for Strategic 
and Regional Studies under the President of Uzbekistan, 2020).

Furthermore, China not only provided Eurasian countries with processed medical 
materials, but also entire production lines when necessary, which is expected to 
fundamentally solve the problem of medical supply production capacity in Eur-
asian countries. For example, the Hrodna Region in Belarus has received ultra-
high-speed machine tools from China, capable of producing over 30,000 masks 
per day, greatly increasing the speed of mask production in Belarus (“China deliv-
ers machine”, 2020).

3.4.  Political and Economic Cooperation Between China and Eurasian Countries 
to Mitigate the Negative Impact of the Pandemic

The impact of COVID-19 on the Eurasian region is multidimensional. In order 
to mitigate the negative impact, China and Eurasian countries have not only 
strengthened exchanges in medical and technological areas, but have also engaged 
in extensive cooperation in political and economic areas.

For example, On May 6, 2020, in a telephone conversation with Chinese Foreign 
Minister Wang Yi, Uzbek Foreign Minister Abdulaziz Kamilov stated that China 
and Uzbekistan would explore new avenues of cooperation in the fight against 
COVID-19, focusing on cooperation in mitigating the negative effects of the ep-
idemic (MFA, 2020). On the evening of May 7, Uzbek President Shavkat Mirzi-
yoyev thanked with Chinese President Xi Jinping in a telephone conversation on 
behalf of Uzbekistan for China’s recent support in combating the epidemic. The 

two countries agreed to further expand their cooperation in the field of public 
health. The ministries, local governments, financial institutions, and leading en-
terprises of the two countries will also strengthen their cooperation (MFA, 2020).

Another example is in the economic cooperation between China and Georgia, which 
has made an important contribution to Georgia’s economic recovery in the context 
of the COVID-19 pandemic. Despite the immense impact of the epidemic on per-
sonnel exchanges and coordination between the two sides, China and Georgia have 
always maintained close communication and cooperation. Bilateral trade between 
the two countries successfully increased in 2020, reaching USD 1.1 billion from 
January to November, surpassing the USD 1 billion mark for the third consecutive 
year. Meanwhile, China continues to be Georgia’s third largest trading partner, and 
the largest export market for its goods (Chinese Ministry of Commerce, 2020). 
2020 was an exceptional year for China-Georgia relations. Since the establishment 
of diplomatic relations 28 years ago, mutual political trust between the two coun-
tries has been comprehensively consolidated, cooperation in various fields has been 
continuously improved, and the bilateral cooperation under the BRI has solid devel-
opment momentum. The joint fight against the epidemic has further strengthened 
the mutual understanding and trust between the two countries and their people.

Furthermore, China has been the third largest trading partner of Belarus for many 
years. In 2020, the bilateral trade volume from January to November reached 2.7 
billion US dollars, going up by 9.2% year-on-year despite the impact of COV-
ID-19. China’s investment stock in Belarus grew to 950 million US dollars, and 
the construction of the China-Belarus Industrial Park continued to bring profits. 
The leaders of two countries paid special attention to issues such as increasing Be-
larusian agricultural and food exports to China, the development of the China-Be-
larus Great Stone Industrial Park, and the implementation of joint investment 
projects in various fields. At present, the comprehensive strategic partnership and 
mutually beneficial cooperative relations between China and 

Belarus are operating at a high level, with both sides firmly supporting each other 
on issues of major interest. On the 29th anniversary of the establishment of dip-
lomatic relations between the two countries, Chinese Ambassador Xie Xiaoyong 
declared that China would support enterprises by both sides to gradually expand 
cooperation in accordance with market principles, constantly tap trade potential, 
give full reign to the driving role of the China-Europe freight train, actively de-
velop cross-border e-commerce cooperation, expand bilateral trade, and achieve 
win-win results (Embassy of China in Belarus, 2021).

In summary, the Eurasian region’s cooperation in political, economic, and pub-
lic health fields has been comprehensively strengthened during the pandemic, 
strongly promoting the construction of the HSR and a shared future for the Eur-
asian community.
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4. Challenges in the Construction of HSR in Eurasia
Affected by factors such as the mutated coronavirus and the spillover effect of the 
Indian pandemic, the epidemic situation in Eurasia is still far from optimistic. By 
May 10, 2021, the pandemic in Russia has been at a plateau for two consecutive 
months. On April 29, Head of the Federal Service for the Oversight of Consumer 
Protection and Welfare (Rospotrebnadzor) Popova noted that the current Russian 
epidemic is in a “quite fragile” balance. The spread of the coronavirus has re-
mained stable, but the number of cases have not decreased (“Popova said”, 2021). 
As of the first half of 2021, with the exception of Tajikistan and Turkmenistan, 
the situation in the three other Central Asia countries remains severe. The pan-
demic situations in Hungary, Serbia, Ukraine, Moldova, Armenia and Azerbaijan 
have improved, but Belarus and Georgia are still suffering. In addition, the lack of 
transparency in the information available regarding about the epidemic in Turk-
menistan and other countries has made it more difficult to prevent and control 
the spread of the disease. Notwithstanding the direct risks from the pandemic, 
the challenges for the construction of HSR in Eurasia mainly come from three 
aspects.

As most Eurasian countries are developing countries, the medical conditions in 
the region are under-developed, and the economic conditions are relatively poor. 
Moreover, the different countries have very different levels of development, which 
has also negatively impacted medical and technological cooperation. The sudden 
COVID-19 pandemic has fully exposed the fragility of the health system in many 
Eurasian countries, and these problems cannot be addressed in a short period of 
time. In addition, the economy of Eurasian countries has been badly damaged by 
the epidemic, the quarantine policies, and the consequent drop in oil prices. For 
instance, Russia’s GDP contracted 3.1% in 2020 according to the data released 
by the Federal State Statistics Service, which was the biggest drop since 2009 
(“Russia’s economy shrinks 3.1%”, 2021). Apart from an overall increase in agri-
cultural production over the past year, Russia’s secondary and tertiary industries 
have suffered severe declines. In addition, the actual disposable income of Russian 
residents fell by 3.5% in 2020 and by 10.6% since 2013, regressing to the 2009-
2010 income level (“Rosstat assessed the scale”, 2021). Other Eurasian countries 
have also been badly impacted. The rising unemployment rate and a number of 
bankruptcies have forced governments to spend large amounts of money on social 
support. The pressure on finances has left governments with little space for pro-
viding financial support for medical and scientific cooperation.

In addition, medical and health cooperation between China and Eurasian coun-
tries is still in its infancy. So far, China has successfully promoted health cooper-
ation within the HSR framework via public health-themed regional forums such 

as the Silk Road Health Forum, China-ASEAN Health Forum, China-Central and 
Eastern European Countries Health Ministers Forum and so on (Cao, 2020). 
However, the number and overall level of institutionalization ofhealth coopera-
tion platforms between China and Eurasian countries remain limited, which is 
not conducive to deeper medical and health cooperation between the countries 
concerned. In the future, China should strive to strengthen institutional arrange-
ments of existing forums while establishing new multilateral cooperation mech-
anisms in Eurasia at regional and sub-regional levels on a bilateral cooperation 
basis to unlock the potential of medical and technological cooperation among 
Eurasian countries.

Finally, the United States and some other Western countries maliciously specu-
late on China’s motives for its provision of foreign aid, and slander the medical 
cooperation between China and Eurasian countries, thus creating obstacles to the 
smooth progress of the HSR. For example, in response to China’s medical and 
vaccine assistance to Eurasian countries, some Western media and think tanks 
have accused China of carrying out “vaccine diplomacy”, believing that China is 
trying to increase its international influence in this way (Meredith, 2021). But 
if they abandon their preconceptions, they will discover the following two facts. 
Judging from the objective facts, as pointed out by the Chinese Foreign Ministry, 
China is currently the largest supplier of vaccines to developing countries. It was 
also the first country to make the offer, and has been living up to the commit-
ment of providing vaccines as global public goods. China has provided vaccine 
assistance to more than 80 developing countries and exported vaccines to more 
than 50 countries, making continuous efforts to eliminate the “immunization 
gap” between the Global North and South (“China providing vaccine aid”, 2021). 
Subjectively, it is clear that China has never engaged in “vaccine diplomacy” and 
has no intention of doing so, but only hopes to deepen medical cooperation with 
relevant countries to enhance friendship among nations, and to help the Eurasian 
countries overcome the epidemic as soon as possible.

The three negative factors mentioned above have made it more difficult to pro-
mote the HSR, but they have also created opportunities for China and Eurasian 
countries to further deepen their cooperation in various fields.

5. Conclusions
During the COVID-19 pandemic, China has engaged in extensive medical, tech-
nological, political and economic cooperation with Russia and countries from the 
Eurasian sub-regions, including Central and Eastern Europe, the South Cauca-
sus, and Central Asia. All of these countries will contribute to the construction 
and development of the HSR and the formation of a Eurasian community with 
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a shared future. In the future, medical cooperation in Eurasia will undoubtedly 
face the influence of negative factors such as fragile national medical systems and 
financial constraints, a lack of institutional arrangements, and provocations from 
the US and other western countries. However, since China and Eurasian countries 
have formed close economic ties, deepened their sense of political mutual trust, 
and accumulating a rich experience of cooperation during the pandemic, the HSR 
still looks to enjoy a bright future in the long term. Under the framework of the 
“Health Silk Road”, the Eurasian countries will engage in deeper medical and sci-
entific cooperation, and in the process, forge a more united, resilient community, 
which will not only gradually step out of the shadow of the pandemic, but also 
play an increasingly important role in global affairs.
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