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Abstract

In this article, we elaborate on how Chinese Belt and Road Initiative projects (formerly known as One Belt
One Road) are received in Vietham. Sino-Vietnamese relations are usually shadowed by the maritime dispute over
South China/East Vietnam Sea. Thus, some of the Vietnamese researchers are skeptical and cautious about BRI
expansion. Although it predominantly appears to be an economic model, BRI routes pass through disputed waters
which makes us think that it also has a geostrategical dimension. However, Vietnam as a country of infrastructure
gap, in which energy demand grows faster than the economy, needs BRI infrastructure investments to cut the
transportation and energy costs, and accordingly become more competitive. In that sense, BRI projects are definitely
needed. As a response to BRI, a group of opposing countries, U.S., Australia, Japan and India developed the idea of
Indo-Pacific Strategy (IPS) excluding China. Vietnam, rather than becoming a battleground of an international
conflict as is the case in the 20th century, applies a balancing and hedging strategy. BRI also activates IPS which may
offer attractive proposals to lure Vietnam away from China. On the other hand, Sino-Vietnamese economic relations
are very deep and close. Thus, Vietnam is not willing to risk losing one for another. In this article, Viethamese
positions over BRI projects and the likely future of Vietnam through BRI are presented and discussed.

Keywords: Belt and Road Initiative, One Belt One Road, Vietnam, BRI-skepticism, and Sino-Vietnamese
relations.

Oz

Bu makalede Cin Kusak ve Yol Inisiyatifi (KYI, eski adiyla ‘Bir Kusak Bir Yol’) projelerinin Vietnam’da nasil
alimlandigu iizerinde duruyoruz. Cin-Vietnam iligkileri cogunlukla Giiney Cin/Dogu Vietnam Denizi 'ndeki kara sulari
anlagsmazlig1 ile golgeleniyor. Bu nedenle, kimi Vietnaml arastirmacilar KYI konusunda kuskucu ve tedbirli. KYI,
agwrlikl olarak ekonomik bir model gibi goriinse de, KYI yollari, tartismali kara sularindan geciyor ki, bu, bize bunun
jeo-stratejik bir boyutu oldugunu diigtindiiriiyor. Ancak, enerji talebinin ekonomiden daha hizli biiyiidiigii bir altyapi
ucurumu iilkesi olan Vietnam, ulasim ve enerji maliyetlerini diisiirerek daha yarismact olabilmek icin KYI'nin altyapt
yatirimlarina gereksinim duyuyor. Bu anlamda, KYI projeleri kesinlikle gerekli. KYI ye bir yanit olarak, bir grup kars
¢tkan iilke, ABD, Avustralya, Japonya ve Hindistan, Cin’i dislayan Hint-Pasifik Stratejisi (HPS) diisiincesini
gelistirdiler. Vietnam, 20. yiizyilda oldugu tiirden uluslararast bir ¢atismanin ¢arpisma alant olmak yerine, bir
dengeleme ve risk diisiirme stratejisi uyguluyor. KYI bir yandan da HPS'yi harekete gecirmis oluyor ki bu, Vietnam'1
etkilemek icin c¢ekici oneriler getirebilir. Diger yandan, Cin-Vietnam ekonomik iliskileri ¢cok derin ve yakin. Bu
nedenle, Vietnam, biri icin digerini kaybetmeyi goze alacak degil. Bu makalede, Vietnam in KYI projelerine iliskin
durusu ve Vietnam 'm KYI dolayimindaki olasi gelecegi sunuluyor ve tartismaya aciliyor.

*DOI: 10.34189/asyam.4.1.009

**Prof. Dr., Duy Tan University, Danang, Vietnam, ulasbasar@gmail.com

115



Ulas Basar Gezgin

Anahtar Soézcikler: Kusak ve Yol Inisiyatifi, Bir Kusak Bir Yol, Vietnam, KYI-kuskuculugu ve Cin-Vietnam
iliskileri.

Introduction

Belt and Road Initiative in Vietnam has had a mixed reception. After this introduction, we will see
various views on BRI from the Vietnamese side and discuss the likely future of Vietnam through BRI.

Among the BRI projects in Vietnam, Kunming-Hanoi Highway and Vietham Long Jiang Industrial
Park are completed, Hanoi Light Rail and Vinh Tan 1 Coal-fired Power Plant are under construction, and
Kunming-Hanoi Road, and China-Laos-Vietnam Grid Connection are planned (Hong & Johnson, 2018).
Another proposed project is a rail link from Phnom Penh to Ho Chi Minh City (Miu, Chong & Leung, 2017;
World Bank, 2019). The proposed Pan-Asia Railway Network extending from Kunming, China to
Bangkok, Thailand passes through Vietnam and Cambodia (Miu, Chong & Leung, 2017). This rail line is
the backbone of China-Indochina Peninsular Economic Corridor (CIPEC) (Lehman Brown, 2019). A World
Bank report considers Long Jiang Industrial Park as a success story, at the same time noting that not all the
BRI projects in the South East Asian region met the expectations (World Bank, 2019). Another project
which is more controversial is Vietnam National High Speed Train which is expected to connect Hanoi
with Ho Chi Minh City. It was planned, halted and reconsidered. Its implementation date, if ever, is not
specified (World Bank, 2019). Before passing to the next topic, we need to state that it is sometimes difficult
to distinguish which Chinese investments in Vietnam are a part of BRI or not. However, infrastructure
projects are usually classified as BRI.

Vietnam is in the process of becoming a site of Chinese low value-added production (Chan, 2017),
as the core of industries that are deemed strategically important by the Chinese government are kept in the
Chinese mainland. This is opposite of what South Korea, for example, does in Vietnam, as the latter moves
even the electronics production to Vietnam. BRI can be expected to bolster this type of move or reverse it
through Chinese high-tech investments in Vietnam. On the other hand, since from the Chinese side,
engaging with Vietnam without any serious conflict is unlikely, Vietnam is not even considered to be a
major destination for BRI projects. The other reason is geographical: It is more rational to open a gateway
through the Indian Ocean, rather than opening another one in the Pacific or the vicinity through Vietnam.
It is not helpful to fix the problem of China’s Malacca dilemma which will be explained in the next section.
It can also be stated that Chinese and Vietnamese economies are already very well connected. The gains
from additional trade through BRI will be relatively minimal compared to what China expects from the
Eurasian connections, and before all the China Pakistan Economic Corridor. The United States is already
strong in the Pacific, but the Eurasian land mass has been almost untouched. Thus, compared to expected
effects of BRI in Central Asia and West Asia, BRI budget for projects in Vietnam will be smaller in scale.
In fact, this in one way can be an advantage for Vietnam: China would not put a lot of pressure over Vietnam
for the implementation of BRI projects in Vietnam, as they are not vital for the overall BRI planning. On
the other hand, as long as Sino-American trade conflict lingers on, China will still need Vietnam as a site
to circumvent country of origin restrictions against Chinese products. Vietnam is considered to be one of
the winners of this trade conflict (Elmer, 2018, 2019; Holland, 2019; Pham & Murray, 2018).

Obama’s response to the rise of China was the model of Pivot to Asia and Trans Pacific Partnership
(TPP) (see Gordon, 2012; Ling, 2013). However, through Trump’s presidency, U.S. is more inward looking
(see Mahmood & Cheema, 2018). Nevertheless, a new American strategy was needed to counter the
influence of OBOR in the region. That is how, Indo-Pacific Strategy (IPS) emerged which consisted of a
loose anti-China partnership of U.S., India, Japan and Australia (see Pant & Rej, 2018). Fortunately,
Vietnam is smart enough in not taking sides in this conflict: The dragon country rather prefers to take
advantage of both camps through international trade and investments. The escalation of an BRI-IPS conflict
is obviously detrimental to Vietnam, as South China-East Vietnam waters area is expected to be the first
confrontation field in such a case. An example of Vietnam’s hedging strategy can be seen in contracting
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the metro project in Ho Chi Minh City to Japanese investors, and that in Hanoi to Chinese ones. Such a
hedging and balancing strategy is also instrumental to avoid increasing dependence of VVietnamese economy
over Chinese trade and investments through BRI (Shoji, 2018). During the Sino-Soviet split, Ho Chi Minh
was successful in securing support from both sides through non-sectarianism (Gezgin, 2019). In the history
of international left, such a stance was called as ‘Ho Chi Minh attitude’. Young activists used to be advised
to act like Ho Chi Minh not to be a party to such conflicts (Belli, 1994). Vietnam’s hedging and balancing
strategy appears to be the continuation of such a position.

Vietnamese Views on BRI Projects in Vietham

Chan (2016) categorizes Vietnam as a ‘cautiously supportive’ country with regard to BRI together
with Myanmar and the Philippines. The continuum ranges from the most supportive ones such as Cambodia,
Laos, Pakistan, Thailand and Turkey, and not supportive ones such as India, Japan and USA. We can also
add Australia to this list for the last category. Ghiasy, Su & Saalman (2018) name Vietnam as the most
BRI-skeptic in South East Asia yet notes the positive reception of BRI in Vietnam and close ties between
the two countries. Sino-Viethamese maritime conflict is a big problem for not only implementation of BRI
projects in Vietnam and in South East Asian region, but also for Chinese international relations in general.
This partially explains Vietnam’s ambivalent, unclear standing towards BRI (Hiep, 2018).

According to Toai, Guan, & Ghimire (2018), BRI projects will ultimately be beneficial for Vietnam.
Thanks to BRI, infrastructure projects will better connect Vietnam to the world which is expected to boost
Vietnamese economic development. The building of ports, railways, highways, energy lines and
improvement of the existing ones will not only attract more Chinese investment to Vietnam, but non-
Chinese foreign investment as well (Toai, Guan, & Ghimire, 2018). Moreover, these BRI infrastructure
investments can greatly contribute to ASEAN economic integration and intra-ASEAN trade. Likewise, we
can expect to see more tourists in Vietnam not only from China, but from non-Chinese Asian and non-
Asian countries, as infrastructural development will lead to a booming tourism sector in Vietnam in addition
to the current very high number of incoming tourists.

Sino-Vietnamese trade is expected to increase as a result of BRI projects in Southern China which will
improve China’s internal infrastructure and regional connectivity and the projects in Vietnam, which means
more Chinese goods and services flowing to Vietnam. We will see whether this Chinese inflow to Vietnam
will be coupled with Vietnamese inflow of goods and services to China. If the additional Sino-Vietnamese
trade through BRI will be mostly based on sales of Chinese electronic goods and Chinese mining activities
in Vietnam, this will exacerbate trade imbalance problem to the disadvantage of the Vietnamese national
budget. Thus prescient, precautious and carefully calculated planning and action are needed from a
Vietnamese perspective.

Through a SWOT analysis of Vietnam with regard to BRI, Toai, Guan, & Ghimire (2018) mention
Vietnam’s geo-strategical importance in the region, natural resources, young work force, lower labor costs
as the strengths; “weak military power, lack of construction funds, slow industrial development, [and] trade
imbalance” as the weaknesses; “infrastructure building, foreign investments, economic developments,
[and] urbanization” as the opportunities, and finally, “geopolitical security risks, [and] environmental
issues” as threats (p.178). However, this analysis is clearly misleading and confusing and does not properly
follow SWOT methodology. BRI from a Vietnamese perspective and Vietnam from a BRI or Chinese
perspective are mixed in a single SWOT analysis. The listed strengths make sense from a BRI perspective
of Vietnam, but “weak military power” as a weakness can’t be from a BRI point of view. Furthermore, it
is not clear how such a point is related to BRI which is mostly a non-military, economic project. Same holds
for trade imbalance. It is a problem only from a Viethamese perspective. Thus, this discussion requires not
a single mixed SWOT, but two separate SWOT analyses. Additionally, urbanization is listed as an
opportunity, but a higher urbanization rate can bring problems to Vietnam as well. It is a double-edged
sword.
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According to Toai, Guan, & Ghimire (2018), Vietnam has untapped natural resources especially
minerals. Mining companies are very active in China and Laos, but not in Vietnam. In the SWOT analysis,
this is listed as a strength, but in fact it can better be considered as an opportunity. Secondly, the mining
activities need to be conducted very carefully, in an environment- and people-friendly way. Otherwise, it
has the potential to feed anti-China sentiment in Vietnam.

In this context, Toai, Guan, & Ghimire (2018) rightly warn that if infrastructure projects would not
be planned carefully taking into account all the risks, they may cause “permanent environmental damage”
as well as “pollution, the spread of invasive species, restrictions on animal movements, habitat loss, and
wildlife mortality” etc. (p.180). Another concern is whether BRI projects would bring second-rate Chinese
companies with less credible reputation to Vietnam (Damuri et al., 2019). Transparency and higher quality
are needed.

Hiep (2018) proposes that Vietnam is cautious about BRI due to “its distrust of Beijing and concerns
about the strategic implications of the initiative in the context of the South China Sea disputes; the
unattractive commercial terms and conditions of Chinese loans; and Vietnam’s access to other options”
(p.1). The first point is clear. The second point involves high interest rates on Chinese loans and requirement
of uses of Chinese technologies and preference for Chinese contractors. Furthermore, the priority projects
of both parties don’t necessarily match. According to Hiep (2018), the fact that the negotiation of the
memorandum of understanding on BRI between Vietnam and China had taken 2 years, which is much
longer than those with some other countries is a clear sign to show that they have disagreements.
Furthermore, Hiep (2018) notes the complaints about Chinese investments in Vietnam both prior to and in
parallel with BRI in Vietham. Regarding the third point, Japanese investment which is perceived to be
looser on terms and conditions and Vietnamese private investments are considered to be strong alternatives
to BRI projects in Vietnam (Hiep, 2018). Vietnamese public is more positive about Japanese investments
compared to Chinese ones, as the maritime dispute and historical animosities weigh heavier. Considering
these points, Hiep (2018) concludes that BRI projects will be slow in Vietnam, as Vietnam has reservations
over some of the expected consequences of BRI, and is in the process of evaluating alternatives such as
Japan to counter increasing Chinese influence over Vietnam.

In fact, a tacit acceptance by Chinese government that the Sino-Vietnamese maritime conflict can’t
be solved in the near future can be inferred from the fact that China is looking for a shortcut to the Southwest
Asian oil regions through Pakistan. China’s so-called ‘Malacca Dilemma’ is based on the fear that in a
worst-case scenario of a Sino-American military confrontation in South China/East Vietnam Sea, China’s
energy supply lines and maritime trade routes would be effectively blocked. Thus, China is in favor of an
alternative shortcut which is materialized in China Pakistan Economic Corridor (CPEC) project, a milestone
in BRI (Gezgin, in press).

It is obvious that the maritime dispute leads to negative perceptions of China with effects over
reception and interpretation of BRI projects in Vietnam (Pu, 2016). On the other hand, Vietnam became
one of the founders of Asian Infrastructure Investment Bank. Pu (2016) proposes that with favorable
conditions, Vietnam will be eager to approve BRI projects in Vietnam, regardless of the maritime dispute.
On the other hand, there are other problems associated with Chinese investments in Vietnam such as
projects exceeding the initial cost estimations, sluggishness and instability of the Chinese currency (Nguyen
et al., 2018). Nevertheless, another factor for positive reception of Chinese investments in Vietnam is
Vietnamese government’s willingness to diversify the funding sources, adding some others to already
existing relations with the World Bank and the Asian Development Bank (Nguyen et al., 2018).

Le, Tran & Duc (2019) observe that Viethamese respondents in their study expect benefits from BRI
for Vietnam in a way similar to what is proposed in the relevant research, while they also mention increased
competitive pressure, trade deficit to the disadvantage of Vietnam, increase in state debt, environmental
problems and likely escalation of Sino-Vietnamese maritime conflict as the expected negative
consequences of BRI. Converging with these concerns, in a conference on Belt and Road Initiative that
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was organized in Hanoi, the downsides of BRI projects in Vietnam were listed as “insufficient protection
of labour rights, notorious environmental record of Chinese firms, lack of transparency, and China’s
challenging of internationally recognised dispute settlement mechanisms” (Viet Nam News, 2017a).
Alongside BRI, Vietnam prefers a bilateral project which is called as Two Corridors, One Economic Belt
which is “is expected to develop a road and express railway system between Viét Nam and China, including
the Nanning-Lang Son-Ha N§i-Hai Phong-Quang Ninh, Yunnan-Lao Cai-Ha Noi and the belt road in the
Gulf of Tonkin” (Viet Nam News, 2017b).

The Future of Vietnam through BRI

Chinese investments in Vietnam are mostly in manufacturing, with smaller proportions of
infrastructure (water, power, gas) and real estate investments. These investments are almost in all provinces
of Vietnam, but especially concentrated in Binh Thuan, Tay Ninh and Bac Giang (PwC, 2019). The first
two are located in South Vietnam, and the last one is in North Vietnam close to Vietnam-China border.
With the increasing connectivity through BRI projects, it may be expected that especially Vietnamese
provinces bordering China would attract more investment.

¢

A PwC report identifies “cost-competitive labor force”, “strong need to improve and develop
infrastructure”, and “emergence of an upper middle class” as the key characteristics of Vietnam with regard
to BRI (p.11). BRI projects in Vietnam are expected to benefit first of all, garment and consumer electronic
manufacturing, secondly, energy and transport infrastructure, and thirdly automotive manufacturing (PwC,
2019). According to the estimations, manufacturing labor costs are increasing in a lower rate in Vietnam
compared to the situation in China and Thailand. For the second point, according to the Vietnamese official
planning, only 1/6th of the roadways are already in use. Much more will be needed. This deficiency matches
as hand and glove with BRI plans. Similar forecasts are made for power generation and use. Better
connectivity will bring the need for a higher number of cars which, together with the increasing income
levels in Vietnam, will lead the way for a much higher number of car sales. In that sense, BRI may
potentially change the typical Vietnamese traffic ‘landscape’ where a high proportion of vehicles on the
roads are motorbikes, rather than cars. Vietnam has the highest number of motorbikes per capita in the
world after Thailand (closely following Thailand) (Poushter, 2015). With economic development, as was
the case in China, the bicycle users can switch to motorbikes, and motorbike drivers to cars. Currently, car
penetration rate in Vietnam is much lower than that in China (PwC, 2019). In the region, South Korea,
Japan and Malaysia top the list (PwC, 2019). This expected transition is also supported by the
manufacturing of the first Vietnamese national car, Vinfast, which is more affordable for Vietnamese
customers compared to imported cars (Hiep, 2019). We can also add to PwC predictions that BRI can also
benefit all sorts of electronics including air conditioning and fans, if the improvements in transport would
make the electronic products cheaper and if the electricity would be cheaper with increasing energy
production and better supply networks.

According to PwC (2019), as to the market share of road and bridge construction in Vietnam, only
less than half is undertaken by international companies. Japan and South Korea each hold 10%. The figures
for U.S. and China are 6% and 3% respectively. India has another 2% and Australia 1% (PwC, 2019). The
combined market share for the countries of Indo-Pacific Strategy (IPS) is 19% which is higher than China’s
share. With BRI projects in Vietnam, the market share is expected to change to the advantage of China. It
is also likely that Vietnamese market share will drop if international projects with favorable terms would
be offered. Since IPS countries will be increasingly in direct competition with China in arenas such as
Vietnam, they may also come up with projects with looser terms and conditions. It will be up to Vietnamese
government to bargain the best out of this BRI-IPS competition.

Vietnam’s demand for electricity increased much more than GDP growth which points to
infrastructure gap in terms of energy (PwC, 2019). BRI can fill this gap and this will be positive for
Vietnamese development, as energy supply not matching economic development will ultimately decelerate
growth. For example, when Vietnam would have power cuts due to mismatch of electricity demand and

119



Ulas Basar Gezgin

supply, this will not only slow down production, but also hurt investor confidence. One of the reasons for
why international investors prefer Vietnam is relatively good infrastructure compared to some other
countries in the region (PwC, 2019). Thus, this point can’t be underestimated. We see that Vietnam’s ratio
of infrastructure spending over GDP is above 5% which is better than the case in some other South East
Asian countries and has an increasing trend (HSBC, 2018), but this alone will not be sufficient to meet the
targets, and this high proportion may be viewed as an indicator of rather than a solution to the burning need
for infrastructural investments in Vietnam. In most of the country, electricity and telecom cables are yet to
be moved to underground, which can even be taken as a sign of the level of economic development.
Vietnamese government plans to ‘bury’ all these cables that look like an inextricable spaghetti (or ‘spider
webs’ in local Vietnamese vocabulary) above Vietnamese streets by 2025 (Viet Nam News, 2019). BRI
may be helpful for this target of ‘cable burial’.

We can list a set of other expectations both positive and negative: A Moody’s report expect that
Vietnam and Thailand will see the highest increase in debt to GDP in South East Asia as a consequence of
BRI projects (Moody’s Analytics, 2019). More Chinese and non-Chinese foreign visitors to Vietnam
including tourists and businesspeople are expected in Vietnam as a consequence of BRI (Loc, 2018). With
environmental degradation and trans-border water security problems, BRI may also bring water shortage
problem to Vietnam (cf. Hoering, 2018). As to the cultural ties, BRI is thought to expand the influence of
Chinese language in Vietnam through offerings of a higher number of Chinese language courses and other
subjects such as economics and trade in Chinese language (Le, 2019). Finally, Chinese currency is
becoming more common due to the existing Chinese investments and expected BRI projects in Vietnam
(Brugier, 2014).

Guo and Luo (2018) have an interesting view: They claim that due to the increasing connectivity
through BRI projects, China’s agricultural trade increases with the neighboring countries including
Vietnam. As a result, while overall Chinese budget deficit brings surplus, the opposite takes place for
Chinese agricultural budget in trade with Vietnam. In other words, BRI widens China’s agricultural trade
deficit (Guo & Luo, 2018). Thus we can infer that an advantage of BRI for Vietnam will be better access
to neighboring markets to sell Vietnamese agricultural products. With China’s move from agriculture to
information economy, economically less developed neighboring countries will increasingly become a part
of China’s unnamed division of labor. On the other hand, this may potentially slow down Vietnam’s
transition from an agricultural to an industrial and informational economy, since Vietnamese agricultural
activity will be economically more rewarding.

As a response to or as a development accompanying BRI, in the near future, with the opening of Kra
Canal (also known as ‘Thai Canal’) connecting Pacific and Indian Oceans by bypassing the sea route
through the Straits, Indo-Vietnamese relations and especially trade can be developed which can support
Vietnam’s hedging and balancing strategy. In such a case, Vietnam’s southern tip will gain even more
prominence, and ports to meet the sea trade demands are expected to be built (Chan, 2016).

For environmental problems, not only for Vietnam, but for all BRI countries, we need green
initiatives for decarbonization and take actions against expected negative environmental impacts (Jun &
Zadek, 2019). Rather than with a carbon-based model, maybe with the right directions, BRI can be an
opportunity for Vietham to move closer to alternative energy initiatives. The first that comes to mind is the
solar energy. Tropical Vietnam’s solar potential is clearly underutilized. Recently, Vietnam opened the
largest solar farm in South East Asia in partnership with a Thai company (Quy, 2019). China is the world
leader in solar panel production (Beinhart, 2018). Thus, the winds of BRI may also bring more Chinese
solar power companies which can tap Vietnam’s underutilized solar energy potential. It is among
Vietnamese government’s plans to increase the share of solar power in energy production to 20% by 2050
from the current 0.01% (Quy, 2019).
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Conclusion

In this article, we focused on how BRI projects are received and interpreted in Vietnam. Of course,
it is hard to predict the future. But nevertheless we can have certain expectations that would be more
probable than others: We expect that Vietnam will continue with the hedging and balancing strategy. BRI
projects in Vietnam that seem to be less risky and more favorable will proceed. On the other hand, China
will not have a priority over other countries in terms of investments. Vietnamese government knows very
well that economic dependence on China needs to be countered by diversifying trade and investment
relations. If China Pakistan Economic Corridor Project would be a success, Vietnam’s significance in the
overall BRI model will be even less visible, which will put less Chinese pressure over projects in Vietnam.
In this way, Vietnamese government will be able to buy time to develop relations with other countries
especially India which is willing to invest in Vietnam and which will be closer to Vietnam if Thai Canal
would be operational. Nevertheless, Vietnam will be indispensable for China, but not necessarily for
connectivity. It will be for the opportunity for not getting harmed by the Sino-American trade war through
Chinese products with ‘made in Vietnam’ labels. All these expectations are based on the assumption that
there won’t be any large scale Sino-American or Sino-Vietnamese military confrontation at disputed waters.
This assumption can blow all these discussions here as a house of cards. China will definitely be more
assertive in foreign policy simultaneously with BRI projects. This can have a destabilizing effect over
Chinese economic projects, as a higher number of countries would turn to be more skeptical of China in
such a situation.
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