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Abstract
This chapter first defines the concept of economic security and goes on to identify the main concerns of the EU and Asia in this domain. It explains why Asia cannot be apprehended as a homogenous block and provides a taxonomy of the Asian economies according to their specificities in order to compare their approach to economic security to the EU’s. In the last part, this chapter looks into the global economic and geopolitical changes that have emerged since … to assess to what extent these changes have generated a convergence or divergence between the EU’s and Asian countries’ perception of economic security. From this, it deduces the scope for potential cooperation between the EU and the different groups of Asian economies. 

Introduction
This chapter is divided into four parts. The first defines the term ‘economic security’. The second identifies the main concerns of the EU regarding economic security. The third focuses on Asia’s security concerns. We will see that regarding economic security, Asia cannot be apprehended as a homogenous block. A taxonomy of the Asian economies according to their specificities is therefore outlined next, in order to compare them to the EU. The fourth part examines the global economic, geopolitical changes that have emerged since the year 2000 to assess to what extent these independent variables have generated convergence or divergence between the EU and different Asian countries regarding their perception of economic security and the scope for potential cooperation. 
Defining economic security
The concept of economic security used in this chapter refers to a definition outlined by Geeraerts and Huang, that is, “a polity’s long-term ability to preserve its relative economic position by maintaining macroeconomic stability, sustaining production capability, safeguarding competitiveness, securing market outlets and ensuring access to resources” (Geeraerts & Huang 2016). It implies securing sustainable growth to keep up with competing nations but also maintaining domestic social stability; keeping some degree of domestic economic sovereignty and some room for manoeuvre for government policies (or EU supranational policies) and domestic economic actors. It also includes developing a certain degree of strategic and military capacity (autonomously or through alliances) to secure its overseas economic interests, capacity generated through the development of domestic economic, technological and financial means. 
The EU perception of economic security
Threats related to EU economic security can be divided into two categories: those related to the external dependency of the EU and those related to global economic governance.
External dependency-related problems 
As the EU, like the US, is one of the two largest economies in the world and produces a wide range of goods and services thanks to its relatively advanced technological level, it is naturally a relatively inward-looking economy in terms of trade. EU internal trade accounted for a third of its GDP in 2018, a much lower degree of openness than Asia-Pacific economies. Nonetheless, the EU faces strong external dependency in two key domains: raw materials in mining and energy, and high-tech products in the information and communications technology (ICT) and defence industries. 
Since the second industrial revolution in the late nineteenth century, Western European economies have sought to secure their key commodities imports in mining and energy through resource-seeking foreign direct investment (FDI). This generated a global presence of EU multinational enterprises (MNEs) in the mining and energy industries that provide Europe with a high degree of autonomy in terms of resource extraction for technological and commercial capacities. However, looking at the transportation of mining and energy products from a security and geopolitical perspective, the situation changed after the Second World War as Western European countries no longer possessed sufficient military capacity to secure international trade routes and have to rely on their traditional US ally. In the matter of energy dependency, the EU cannot rely on its own EU-based MNEs and has to cooperate with numerous non-EU firms and governments, some located in unstable areas (Middle East and North Africa – MENA – and the former Soviet territories) and some in countries that have regular diplomatic tensions with the EU (notably Russia, Turkey or Libya). Securing access to these raw materials and energy sources remains a key aspect of EU economic security.
The second important source of external economic dependency is found in the strategic ICT and defence industries. US ICT firms continue to enjoy a dominant position on the EU markets as their potential EU competitors are taken over by the American giants. Since the 2000s, thanks to their protected domestic market and generous government subsidies, some Chinese MNEs have managed to develop high-tech products and services in the ICT industries and have already taken a significant share in EU markets. Furthermore, Chinese firms have made numerous strategic asset-seeking FDIs in Europe, either by setting up technological incubator science parks or by taking over large innovative European firms (Sepulchre 2016; Defraigne 2017). 
The arrival of these Chinese newcomers and the repeated abuses of a dominant position by the US ICT giants have generated mounting concerns in EU institutions. Addressing this specific problem, the EU Commission led by President Ursula von der Leyen set EU “strategic autonomy”[footnoteRef:1] as a key objective of her presidency (Von der Leyen 2019). Chancellor Merkel and President Macron also expressed the will to reduce EU dependency on US and Chinese ICT giants.  [1:  “… to coordinate efforts to ensure a level playing field in our economic relations with other partners, promoting Europe’s competitiveness and strategic autonomy in key value chains” (Von der Leyen 2019, 5). ] 

Due to historical factors, the governments of states belonging both to NATO and the EU have always accepted a high degree of technological dependence vis-à-vis the US in defence equipment. While some sporadic attempts were made to reduce this dependency and increase EU strategic autonomy, such as in ICT, rivalries between EU member states’ national champions have produced mitigated results in terms of European military equipment projects. Another problem has been the fragmentation of the EU defence market, due to failure to adopt a highly integrated European common defence policy and to its smaller size compared to the US (the average share of GDP allocated to military spending in the EU has been roughly the half that of the US since 2000). 
This combination of factors has generated a persisting dependency on US high-tech inputs for many EU producers in the defence industry, and on US military support for EU member states. Strengthening the autonomy of EU foreign policy and defence vis-à-vis the US is highly contentious among the member states. Some are indeed willing to preserve close ties with NATO and the US at the diplomatic level, but also at the industrial level, as some of their high-tech firms are partners of US defence firms (for example in the UK and the Netherlands). Even member states like France or Belgium whose successive governments have expressed the will to create a common industrial defence base and more integrated EU armed forces have on occasions adopted contradictory policies, either by defending their national champions against potential takeovers from another European firm or by buying military equipment from US firms rather than from their EU competitors (Defraigne & Nouveau 2017). 
These EU dependencies on US technology and US military support constitute a major constraint on EU strategic autonomy and an imperative in terms of economic security. As a result of its asymmetrical position vis-à-vis the US, the EU cannot jeopardise its bilateral political and economic relations with the US. 
Global economic governance problems 
The EU has been labelled a civilian power as it is an economic and political actor but not an integrated military power (Smith 2005). It is not therefore surprising that the EU has always favoured rules-based multilateral economic governance in trade, monetary (notably with the IMF, G8 and G20) and economic aid aspects (with the World Bank, UN and OECD). The EU has always supported the multilateral trading system since its creation in 1947 and continues to claim a preference for solutions based on multilateralism. Since the Rio Earth summit, the Kyoto Protocol and the UN Climate Change conferences, the EU has increasingly pressed for a binding and multilateral rules-based adoption of stricter environmental standards. Environmental sustainability has clearly been integrated into EU priorities in terms of economic security. 
[bookmark: _Hlk45200988][bookmark: _Hlk45201106][bookmark: _Hlk45201179]The EU is an advanced economy with MNEs benefiting from intangible assets in innovation capacities and management know-how. EU MNEs operate in services and manufacturing across the global economy. It is an important recipient of intellectual property royalties and the largest source of FDI in the world. The EU wants to protect the investments and the intellectual property rights (IPR) of its MNEs overseas by a set of multilateral rules and to secure their enforcement through the World Trade Organisation (WTO) dispute settlement mechanism.
[bookmark: _Hlk45201722]However, since the mid-2000s, the EU has moved from its first-best option, that is, a WTO deal after a successful round of multilateral negotiations, to a second-best option, namely securing overseas market access through bilateral agreements. Right from the creation of the WTO in 1995 and the Seattle conference of 1999, multilateral trade negotiations have been stuck in deadlock, mostly over the ‘Singapore issues’ and agriculture liberalisation. The EU grew increasingly concerned by the rise of protectionist practices after the 2008 financial crisis, especially as the deadlock continued at the WTO multilateral level. It persisted in its policy of negotiating WTO+ bilateral agreements as a way to maximise market access but also to discipline reluctant WTO members, notably large emerging economies such as the BRIC (Brazil, Russia, India and China) into accepting a multilateral liberalisation and EU standards. In 2012, the EU accepted the proposal of US President Obama to enter into the negotiation of the Transatlantic Trade and Investment Partnership (TTIP) with the objectives indicated by the then EU Trade Commissioner, Karel de Gucht: 
Perhaps the biggest value of an agreement will be in our relations with the rest of the world. Why? Because the EU and the US are the world’s largest markets and the most influential regulators. Any common approach will double that influence. And it may shape regulation around the world, including in countries like Brazil, India, China and Russia, where today standards are typically much lower than in the US and the EU (De Gucht 2014). 
In 2015, the negotiations reached a stalemate because of traditionally contentious issues (agriculture, US domestic transport, EU cultural exception protectionist measures) and new items such as investor-state dispute settlement (Defraigne & Nouveau 2017). 
[bookmark: _Hlk45211051]The Trump administration broke away from the previous administrations of the 1990s  and 2000s to adopt a more unilateral diplomacy and a protectionist policy, refusing to relaunch the TTIP negotiations and withdrawing from the Trans-Pacific Partnership (TPP). The EU strategy, based on an alliance with the US to ensure its economic security objectives vis-à-vis emerging economies and notably China has to be rethought as the US decides to adopt a more direct confrontational approach vis-à-vis China and even traditionally close allies such as Canada, Mexico, Japan and the EU. The Trump administration also questioned the relevance and the functioning of the WTO, refusing to appoint four appeals judges in the Dispute Settlement Body (DSB), thereby blocking the multilateral dispute resolution system. 
[bookmark: _Hlk45211236]In parallel to this drastic change in the US, China’s international economic expansion has accelerated since 2008. Already under the Hu Jintao administration, the Chinese state had become an important provider of aid flows and loans to developing countries, thereby generating an alternative source of funds and challenging nolens volens the role of multilateral financial institutions and traditional important donors such as the EU and Japan. The EU has been concerned about the lack of political conditionality and transparency[footnoteRef:2] of Chinese aid flows and loans that would weaken the governance rules supported by the traditional significant donors. The launching of the Belt and Road Initiative (BRI) in 2013 fuelled further criticisms over the lack of transparency, the environmental and financial sustainability of some of the BRI-related projects (Carrai et al. 2020). The EU has become particularly sensitive on BRI as President Xi Jinping’s initiative targets many European countries from the EU or from its neighbourhood. The rise of China’s financial capacities and the potential weakening of influence in the developing world of the EU and multilateral institutions that insisted on political and economic conditionalities similar to EU standards is perceived as a source of insecurity.  [2:  China does not use the OECD Development Assistance Committee (DAC) methodology for its aid flows accountancy, and bilateral aid flows are not clearly outlined. ] 

Since 2008, one mounting concern within EU institutions and the EU member states’ governments has been the rising assertiveness of the two largest economies in the world. The US and Chinese administrations have developed strategies to compete for the hegemonic position in the global economy. The Trump administration does not hide its intention to remain the sole global superpower, while the Chinese leadership claims to support a ‘multipolar world’ but – given the economic potential for further Chinese economic growth – the People’s Republic of China (PRC) is likely to be the largest ‘pole’ by the second half of the twenty-first century. The difference in diplomatic styles of the US and China in this regard illustrates rather well Henry Kissinger’s argument over the difference between the games of weiqi and chess (Kissinger 2011)[footnoteRef:3]. This dual US-PRC configuration could weaken a global governance based on multilateral rules and generate a de facto G2 dominance that could marginalise the EU and other powers.  [3:  His in book “on China”, Kissinger argues that the US pursue a diplomacy that has recourse to open confrontations, sometimes using its military might. It does not hesitate to destroy some of the opponent’s strategic capacities as in a chess game. China adopts a less openly confrontational diplomacy more based on trade and aid. Nevertheless, by generating a higher degree of dependency, China progressively and indirectly limits the room of manoeuvre of its opponents as in a wei-qi game (a.k.a. Go game).    ] 

[bookmark: _GoBack]Facing these new challenges, the EU strategy continues to emphasise the need for a multilateral rules-based system. Giving up, for the time being, on a transatlantic deal, since 2017 the EU authorities have been refocusing on other bilateral agreements to prove their commitment to trade liberalisation and to diplomatically isolate the US. The EU negotiated trade agreements with Japan (the Economic Partnership Agreement, effective since February 2019) and with the MERCOSUR bloc (concluded in 2019); it also upgraded its agreement with Mexico and ensured the implementation of the Comprehensive Economic and Trade Agreement with Canada. The EU made numerous joint statements with major trade partners, such as Japan, Canada and even China, against unilateral protectionist measures, targeting implicitly the unilateral policies of the Trump administration. The EU also engaged in bilateral discussions with important trade partners to limit the impact of the US blocking the WTO DSB.
However, the geopolitical weight of the US and their technological advance in ICT give enough room for manoeuvre to the Trump administration to avoid real economic isolation. Despite agreements with the EU, Japan has been driven into accepting an US-Japan agreement that was negotiated and ratified in record time, highlighting the considerable influence enjoyed by the US, even on one of the largest developed economies. Regardless of EU economic diplomacy, the US administration seems undeterred to adopt unilateralist bullying tactics that challenge the multilateral rules-based economic governance promoted by the EU. 
[bookmark: _Hlk45543032]Protecting European agriculture through the Common Agricultural Policy (CAP) has been a long-standing goal of EU economic security. Initially it was developed in the early 1960s to reach food self-sufficiency for historical and strategic motives but also to gain political support from rural areas to the European integration project. Since the 1980s, mounting concern on food safety was expressed by some segments of EU public opinion, notably those with strong ecological or traditionalist preferences. They favour biological and traditional small-scale agriculture against imports of genetically modified organisms (GMOs), hormone or chlorine-treated meat. These issues also contributed to reshape CAP reforms and the trade policy on agriculture (Banga 2014; Bureau & Thoyer 2014).
[bookmark: _Hlk45543632]These different objectives of the EU regarding economic security in the agricultural sector are contradictory with some EU trade strategies. Despite the reforms of the last three decades, the CAP is highly protectionist and criticised by large agricultural exporters such as the US and the Cairns group of agricultural exporting countries. The EU cannot hope to convince emerging countries with an important agricultural export sector to adopt the EU agenda on IPR, trade-related investment measures (TRIMs) and service liberalisation while refusing to open agricultural trade. The position of the most advanced Northeast Asian economies, Japan and South Korea, on food security has many analogies with that of the EU and its evolution as been outlined above. Breaking the deadlock of the multilateral trading system will probably require a faster and more drastic modification of EU agriculture policies that has been the case hitherto. 
Asia-Pacific perceptions of economic security
The Asia-Pacific constitutes a heterogenous group of economies with different sizes, different levels of development, and different economic specialisations. This implies that they will not share common perceptions regarding economic security. Some Asia-Pacific countries share common characteristics affecting the perception of economic security and thereby can be categorised into different groups. Three decisive economic characteristics can be identified. The first is the level of state intervention in the economy, with major differences between Vietnam and China on one side and New Zealand and Japan on the other. Another is economic specialisation and the level of dependence on imports of raw materials: is the country exporting mostly manufactured goods, or services, or is it more focused on primary goods? Is it a net exporter of raw material? In that respect, Australia and Brunei are at the opposite extreme to China, Japan or Singapore. A third important aspect is the level of technological development of the country: does it possess significant indigenous innovation capacity, some, or almost none? Is the country a net importer or exporter of technology? This implies different attitudes regarding IPR and infant industry protection and their appropriateness as tools to achieve domestic economic security. Countries such as Japan, China or Vietnam have totally different perspectives on this matter. Based on these three characteristics, four groups of countries in the Asia-Pacific who share similar objectives in terms of economic security can be identified. 
 Developed exporters of high-tech manufactured goods, services and technology: Japan, Singapore, South Korea and Taiwan.
A first group of countries is composed of the most advanced economies that specialise on the export of high-tech manufactured products, services and intellectual property and includes Japan, Singapore and South Korea. This group share many aspects of the EU economy. There are dependent on the raw materials and need secure access to their geographically distant sources of raw material and energy. These countries cannot guarantee this secure access through their own strategic capabilities due to their historical ties with the US (in the case of Japan and Taiwan) and their limited capabilities (in the case of South Korea and Singapore). They therefore also rely on the US to ensure the safety of maritime routes. A major difference with the EU is the emergence of China as more assertive regional military power in the Asia-Pacific context,  modifying the status quo in terms of the control of regional sea routes. As geographical proximity is an essential dimension of the energy mix of a given national economy, there also more intense competition between these East Asian economies and China for access to regional sources of energy products (Southeast Asia, Central Asia and Siberia). The EU does not have to face such a strong regional competitor regarding its regional sources of energy (North Africa and Western Russia are geographically distant from any other major power that is a net importer of energy products). 
Regarding external dependency in terms of technology, these economies are even more interdependent with the US in terms of technology than the EU. The flows of royalties reflect this strong dependency on US technology for Korea and Taiwan (US International Trade Commission 2019). These economies are well integrated in the global value chains organised by US firms, notably in ICT and in defence, to a much larger extent than EU (Murphy 2014; Schoff 2015). They are also more open economies and rely more on US market access than the EU. Some (Singapore and Taiwan) have been increasingly interdependent with China in term of technology and value chains. These high-tech economies have developed important niches that have generated a certain degree of interdependency with the US and, to a lesser extent, EU economies (for example, Germany relies on Japanese robots). They have to adapt to numerous US standards (and since the 2010s to some Chinese ones) which implies that this dependency vis-à-vis the US is unlikely to be reduced in the short or mid term. 
Due to their position of privileged US allies in the Asia-Pacific since the end of the Second World War, Japan, South Korea and Taiwan have developed many military ties with the US, including significant dependency on military equipment from the US and industrial cooperation between their respective national industrial defence bases. The situation of this group of developed Asia-Pacific economies regarding its dependency on imported technology, notably from the US in ICT and defence, has clear similarities with the EU but their degree of dependency vis-à-vis Washington is higher. 
Like the EU, this group consists of very open economies, dependent on overseas market access, technologically advanced, and hosting some major MNEs. Due to historical factors, they are also constrained as independent military powers. It is therefore not surprising to see them adopting many of the elements of the EU strategy of supporting multilateral rules-based global governance mechanisms. They also want to protect the Overseas Direct Investment (ODI) and the IPR of their MNEs overseas and to secure market access through multilateralism with the WTO. They favour open maritime routes, under US military supervision. Japan and South Korea are also traditionally quite protectionist in terms of agriculture albeit the agricultural lobby influence has slowly waned since the mid-2000s. 
The economic diplomacy turnaround of the Trump administration, notably its withdrawal from the TPP and the adoption of a more confrontational policy with China, is even more problematic for this group of developed Asian economies than for the EU. The US Presidential and Congress rhetoric over the necessity to engage in a US--Asia-Pacific industrial decoupling and the reshoring of US ICT and defence activities outsourced to Asia would imply a major reorganisation of the regional division of labour. Local East Asian firms would have to develop alternative global value chains that would be less dependent on US firms and technology.
The Trump administration is fully aware of the US’ advantageous asymmetrical relations with the countries of that group due to the importance of US market access, US technology dependency and US military protection vis-à-vis a more assertive and armed China. Trump played on this asymmetry to bully South Korea and Japan into renegotiating their respective bilateral trade relations (renegotiating the US-Republic of Korea Free Trade Agreement in 2018 and reaching a trade deal with Japan in 2019). Using a very aggressive rhetoric[footnoteRef:4] and benefitting from an advantageous bargaining position, the Trump administration made some unilateral gains for the US with both countries.  [4:  Trump talked about “a horrible deal” “that should’ve never been made” (Rucker 2017) and announced “we are going to renegotiate that deal or terminate it” (Adler, Mason & Holland 2017)..] 

The confrontational approach adopted by the Trump administration vis-à-vis China also bears some risks and economic costs for the region in future. Rising Sino-US geopolitical and trade tensions could disrupt the Pacific value chains, as US or Northeast Asian firms would prefer to relocate some of their activities away from China or Asia-Pacific to other economies in South Asia or North America. 
The rise of China’s regional and international commercial and geopolitical influence generates more anxieties in this group of countries than in the EU. The creation of a modern China blue navy in the 2010s has been a major source of concern. The BRI project, with its vast loans and aid flows, may in future eclipse their influence in the region. For instance, in monetary terms, none of the schemes promoted by these nations to advance the regional infrastructure development can match the USD 1 trillion BRI. The emergence of a G2 would be even more problematic for this group than for the EU given their incapacity to contain China as a regional power without the US. 
[bookmark: _Hlk45551691]Facing the rise of these two conflicting superpowers, the group of developed Asia-Pacific countries clearly continues to support the WTO and continues to deepen liberalisation through bilateral agreements with numerous partners. After the US withdrawal, Japan and Singapore pushed for the transformation of the TPP agreement into a Comprehensive and Progressive Agreement for Trans-Pacific Partnership, also named TPP-11, that became effective at the end of 2018. Japan ratified a free trade agreement with the EU in 2018 and the Abe administration publicly committed to support free trade at the multilateral level (European Commission 2017).
However, this group cannot frontally oppose the United States on their own given their geopolitical and technological asymmetrical position. They can advocate for multilateralism but are unlikely to enter a serious commercial or diplomatic war against the US to coerce them into rejecting unilateral protectionism. 
 Developed exporters of primary goods: Australia and New Zealand
Due to historical factors linked with the international division of labour within the Commonwealth system, these two countries enjoy Western standards of living while being mostly exporters of primary goods, an exceptional situation by world standards. Despite the parenthesis of import substitution industrialisation policies in the mid-twentieth century for Australia (these policies were scaled down in the 1990s and 2000s), this group has traditionally played on its comparative advantage based on the abundance of land and endowments in mineral ores. Due to Commonwealth and US intervention in the Cold War, Australia has always been politically, culturally and militarily close to the West; New Zealand has been more autonomous vis-à-vis the US, notably due to its nuclear-free policy in the 1970s and 1980s, but moved closer to the US under the George W. Bush administration (McIntyre 2009; Benvenuti & Murray 2013).
This group of countries accept their dependency on foreign technology, mostly from the US, as a consequence of their specialisation in primary goods. From an economic perspective this is far less problematic for the domestic economy than for the EU or the other developed economy of the Asia-Pacific that focus more on high-tech manufacturing and services. These two countries have no ambition to generate new global technological standards. From a geopolitical perspective, technological dependency considerably restricts room for manoeuvre vis-à-vis the US, even if Australia and New Zealand might be willing to diversify their source of military equipment (such as the USD 31 billion contract signed by Australia in 2019 to build 12 French submarines). 
Like the EU and the other developed economies of Asia-Pacific, these countries also rely on the status quo regarding the military supervision of international maritime routes by the US. They are close military allies of the US, and in 2017 Australia launched a massive 10-year armament programme of USD 200 billion, clearly seen as a move to participate in the US control of the Pacific against a potential rise of China’s military navy capacities (Smyth 2018). 
Like other providers of primary goods, Australia and New Zealand have been traditional defenders of the liberalisation of agricultural trade, notably through the Cairns group, and have been strong opponents of the EU CAP (Benvenuti & Murray 2013). Their economic specialisation explains why they have been strong supporters of the multilateral trading system, have signed (or are currently negotiating, for some developing Pacific economies) Free Trade Agreements (FTAs) with the US on the one hand and with most of their Pacific partners on the other. They have also been strong supporters of the TPP and TPP-11. In 2018, both countries opened negotiations with the EU.
Australia and New Zealand are also worried by the rise of US unilateralism. The US is not a decisive trade partner of both countries that trade increasingly with their Asian neighbours. Even the distant EU trades more with them than the US. Nevertheless, just as the group of industrialised Asia-Pacific economies, their technological and military dependency on the US limits their capacity to confront the US on the multilateral scene. 
Developing economies of Asia-Pacific: Indonesia, Malaysia, Philippines, Thailand, and Vietnam
This group is quite heterogenous (Vietnam has a GDP per capita of less than USD 3,000 while Malaysia tops the group at USD 11,000). Nevertheless, they share the common characteristics of being fast industrialising countries while at the same time, when compared to the first group, relying more on agricultural exports. These countries have specialized in labour intensive manufacturing, notably through export platforms integrated in the global value chains of foreign-based MNEs. The share of trade in their GDP is high (except for Indonesia, partly due its size, and for the Philippines, due to its more limited industrialisation). Their role in the global division of labour and their level of development explains their specific approach to economic security. 
The indigenous innovation capacities of these developing economies are very limited. They not only depend on imported technology but a large part of their domestic capital and technology-intensive activities can be ascribed to foreign-based MNEs. These countries are still developing and are characterised by highly volatile growth rates, recurrent balance of payment problems and other macroeconomic instabilities which means that they can suffer massive and disruptive capital outflows, especially those who have less control on international capital mobility (Chaponnière & Lautier 2014). 
Remittances are an important part of capital inflows in some of these countries (notably for the Philippines and Vietnam) and help to compensate trade deficit, which implies a dependency on access of their migrant workers to overseas labour markets, notably those of the large developed economies. 
These countries are very dependent on capital inflows for their development. This requires some protection for investors and a preferential access to the markets of the most developed economies to attract FDI and create export platforms that can be inserted in the global value chains of foreign-based MNEs.
They are also all members of the Cairns group which opposes the agricultural protectionism of the EU and Northeast Asian developed economies. They have developed their own networks of bilateral preferential trade agreements, notably with Japan (less numerous for Indonesia and the Philippines) and are also members of the ASEAN FTA. ASEAN itself concluded bilateral trade agreements with China, Japan, South Korea, India, Australia and New Zealand. However, the scope and depth of these agreements are limited as these countries continue to protect some national champions that they claim are an infant industry in a learning process (Nesadurai 2003; Asian Trade Centre 2019). A more critical view is that Southeast Asian developing economies continue to have a part of their economy that the Japanese economist Yoshihara has characterised as ‘ersatz capitalism’ (Yoshihara 1988). This refers to rent-seeking indigenous capital holders with political connections that enable them to benefit from state subsidies or protection to develop national firms that are not globally competitive. This problem has been one of the reasons for the limited progress of the ASEAN FTA in terms of economic integration compared to the North American Free Trade Agreement or the EU Single Market, forcing a frustrated Singapore to seek deeper bilateral agreements with extra-ASEAN trade partners. The implication is that these countries are reluctant to adopt the deep liberalisation agenda put forward by the EU and the developed Asia-Pacific economies that includes open and transparent procurements, stronger IPR protection, TRIMs and competition rules.
A key issue for economic security is the security of maritime routes as these developing economies are largely reliant on maritime trade. Apart from the issue of piracy, the rising assertiveness of China and the US pivot to Asia has generated mounting tensions due to diplomatic and strategic competition between Beijing and Washington displayed in their clash over Freedom of Navigation Operations in the South China seas. However, contrary to the developed economies of Asia-Pacific, these countries face huge investment needs, notably in transport, telecoms and energy infrastructure. Such investments constitute a necessary condition for sustaining their industrialisation and their integration in the global value chains of MNEs. This offers a greater window of opportunity to China to gain influence not only through trade but through aid and investment programmes, notably the BRI (Indonesia, Malaysia and Vietnam are among the most important recipients of BRI investment) (Goh 2016). Their position is more ambivalent than the developed economies of Asia-Pacific that tilt toward the US on this issue. While continuing to defend their territorial claims in the South China Sea and (even Vietnam) participate in joint military exercises with the US, these economies welcome Chinese investments and loans and adopt a less confrontational diplomacy compared to the closest US allies in the region. Such ‘hedging strategy’ enables them to conduct their foreign policy without having to take sides between the US and China (Goh 2006; Kuik 2016).
China
Last but not least, China is a class of its own. Its size and its specific political structure single it out from all the other Asia-Pacific countries from . In terms of economic security, China shares some common characteristics with the developed exporters of high-tech products but also with the developing economies of the Asia-Pacific region.
China is an economy with extremely serious external dependency problems regarding economic security. Like Japan and the EU, China is not self-sufficient in terms of raw material and energy and needs to secure access to sources overseas. However, until the 2000s, Chinese firms had little experience in international management, and none could be qualified as a genuine MNE as the negligible level of Chinese ODI stocks revealed. The Chinese state did not have a military blue navy to protect its investments abroad until the late 2010s, as the 2011 war in Libya showed. 
As the Chinese economy experienced two decades of exceptional growth, Western and Japanese governments began to grasp the implications of the different nature of China’s economic and political system and of its industrial strategy. Successive US administrations changed their approach, fearing that China could challenge the traditional hegemonic position of the US in Asia-Pacific in the mid term, and in the world in the long term. The Clinton administration referred to China as ‘a strategic partner’, this shifted to ‘strategic competitor’ under the George W. Bush administration. In 2010, the Obama administration adopted the ‘pivot to Asia’ strategy, seeking to strengthen US ties with China’s neighbours such as Vietnam or Myanmar. President Obama also supported the TPP and TTIP, two major agreements from which China was excluded. 
Given China’s geography (limited access to a sea blocked by the three ‘chains of islands’[footnoteRef:5] controlled by the US and their allies) and its dependence on overseas market access as well as on imported raw materials and energy, US engagement in Asia-Pacific to contain China’s influence is considered by the Chinese leadership as a serious danger to the PRC’s economic security. In the eyes of the Chinese government and the People Liberation Army, the US could pressure China by blocking its strategic maritime routes. [5:  This refers to John Foster Dulles’ strategy to contain China, developed during the Korean War ] 

China has continued to develop a stronger blue navy and aeronaval bases in the South China seas to check a possible US blockade. It also developed an avoidance strategy, preconised by the influential Professor Wang Jisi, by fostering Chinese expansion to the West (Carrai et al. 2020). The tool for that policy was the BRI, involving the construction of six transportation corridors financed by Chinese loans and investments to offer as many alternatives for the Chinese economy with the aim of securing access to raw materials and overseas market across the Eurasian continent and its neighbourhood (the MENA region and East Africa).
China is also dependent on foreign technology as most of its firms are still in a learning process. Figures on royalties, patents, R&D spending and published scientific articles highlight the tremendous progress made but also reveal the gap that has still to be covered compared to the US or even Japan and Europe, except in some niches where Chinese firms have leapfrogged some of their competitors from the most developed economies, such as 5G, some domains of artificial intelligence, power plant or fast trains (Defraigne 2017). 
Since the late 1970s, China opened up and made a transition from a central planning economy to a more decentralised economy. It gave up most of the state monopoly on external trade and developed an important private sector (Kroeber 2016). Nevertheless, China has kept a high degree of state intervention in the economy. The Communist Party of China (CPC) never gave away full control of economy to private operators. The State-owned Assets Supervision and Administration Commission of the State Council (SASAC), founded in 2003, and the government transformed state-owned enterprises into global competitors following an industrial policy inspired in part by the Japanese and Korean experiences. China opened to FDI and trade to speed and widen industrialisation and to upgrade China’s technological capacities but protected key industries such as energy, ICT and finance. 
The CPC vision of the global economy continues to have Listian[footnoteRef:6] and Leninist concepts. The infant industry must be protected and nurtured so that Chinese firms can enter international production networks, move up the value chain and eventually control their own production network and their own technological standards with firms like Baidu, Tencent and Huawei. Such aspiration is reflected by the ‘Made in China 2025’ policy, launched in 2015, and aimed at developing and upgrading homegrown technological capacities to catch up and then overtake Western technologies via Chinese government subsidies and support of state-owned enterprises, and the acquisition of intellectual property (Economy 2018). To Beijing, the stakes in global technological rivalry are high. If Chinese firms cannot manage to achieve this, China will lose its economic sovereignty to the imperialist powers (the US, Western Europe and Japan) just like Eastern Europe and Latin America when these governments followed the ‘Washington consensus’ in the 1980s and 1990s. This state interventionism is not merely an ‘ersatz capitalism’ defended by rent-seekers with political connections, but a grand strategy to challenge the hegemonic position of the most advanced economies in the world, including the US. It is even more ambitious than more advanced economies like the EU and Japan as Chinese leaders want some of its standards to become global to avoid a degree of US dominance that is currently tolerated by the EU, Japan and South Korea. [6:  This refers to the 19th century German economist Friedrich List who wrote the ‘national system’ and coined the concept of infant industry protection in parallel with Alexander Hamilton.] 

The CPC’s strategic industrial policy clashes directly with the agenda of the EU, US and Japan which advocate for trade and procurements liberalisation, IPR strengthening and competition rules principles. On this matter, China can generate coalitions with emerging economies to block the most advanced economies’ agenda in terms of economic diplomacy. This has been the case with the BRICS (Brazil, Russia, India, China and South Africa) but also with numerous large emerging economies not willing to adopt the Washington consensus such as Indonesia, Turkey, Venezuela, Iran and Algeria. 
China’s large financial reserves have enabled the Chinese authorities to use aid and loans to promote transport and energy infrastructure that increases China’s diplomatic, commercial, financial and technological clout across the developing world as far as central America, Eastern and Mediterranean Europe, and ASEAN (Economy 2018; Carrai et al. 2020). These three regions have traditionally been in the sphere of economic influence of the US, the EU and Japan. The absence of political conditionality and the different accountancy standards have generated concerns that China’s aid and loans were weakening the influence of traditional donors (notably the World Bank but also the most developed economies such as the EU or Japan) among developing countries.
Nevertheless, despite its technological progress, its commercial rise and its more assertive economic diplomacy, China remains a developing country by many standards. Its GDP per capita – around USD 10,000 in 2019 – is that of a middle-income country, one quarter that of Japan, a fifth that of Germany and a sixth that of the US (World Bank 2019). If Chinese firms have acquired technology in Europe, it is not because of the strength of their intangible assets but  precisely because they still lack innovation capacities and they need to catch up to resist competition from the most advanced economies (Defraigne 2017).
The increasingly defensive approach of the US administration against China’s commercial expansion endangers the economic security of the PRC. China is the most significant target of Trump’s trade wars which have generated substantial, although so far still manageable, losses for the Chinese economy (Nicita 2019). To reduce China’s dependency on overseas markets, the CPC has been applying various policies to raise domestic consumption, notably in services, so as to reduce China’s dependency on exports of manufactured products and weaken US leverage in trade wars. Despite some successes in this domain, China still wants to trade, in order to boost its export revenues and hence its GDP. Therefore, the Chinese authorities also support the WTO multilateral system and are ready to coalise with other trade partners such as the EU to denounce US unilateralism and defend rules-based international trade. 
Convergence or divergence
Now that the various specificities of each group in terms of economic security have been outlined, it is possible to synthesise the preceding analysis in order to highlight potential convergence/divergence that could lead to potential cooperation/tensions between the EU and the Asia-Pacific group of countries. Table 11.1 outlines the possible outcomes. 


[Table 11.1 about here]



As Table 11.1 shows, there are not many aspects of economic security where convergence between the EU and all the Asian groups is possible. Only two points of convergence would not be opposed by any group of countries. The first would a be a joint diplomatic offensive to reaffirm the necessity to engage in trade and to refuse the rise of protectionist policies. The second would be more focused on opposition to US unilateralism through an alliance in favour of a renewed multilateralism. This alliance could be led by the two economies that are the most autonomous vis-à-vis the US, that is, the EU and China. However, if the US administration is determined to pursue the path taken by the Trump administration, the cohesion of this alliance would be limited, given the asymmetrical relations between the US and some groups of countries. This renewal in favour of multilateralism will be difficult to achieve if the EU and the Northeast Asian developed economies continue to hold on their agricultural protectionism. 
If an EU-Asia diplomatic alliance might emerge to attempt to coerce the US into a return to multilateralism, it is unlikely to reach a consensus as the US remains the dominant military power controlling maritime routes. China is the only country willing to challenge this status quo. In terms of aid and loans, the developed economies should be able to reach a consensus but are unlikely to be joined by China and the developing countries of Asia-Pacific. Such a convergence is illustrated by the principles outlined in the Partnership on Sustainable Connectivity and Quality Infrastructure between the European Union and Japan concluded in the fall of 2019 (EEAS 2019).
Conclusions
This chapter highlighted the divergences and convergences between the EU and Asian nations regarding their respective priorities in terms of economic security. It has shown why comprehensive convergence between the EU and the whole group of Asian economies cannot be expected, but rather different opportunities of cooperation arise for the different groups of Asian economies according to specific aspects of their respective economic security. 
At the time of writing, COVID-19 is sweeping the globe. The pandemic not only causes supply chain disruptions and undermines international travel, but also has implications on the economic security of the EU and Asian countries; the pandemic exposed China as the world’s biggest supplier of active ingredients for vital pharmaceuticals (Blackburn et al. 2020). This caused EU and Asian policymakers to realise their over-reliance on China, compelling them to consider more seriously supply chain resilience and adjustments.Hence, these countries may in future undertake diversification by moving away from Beijing to seek alternative partners for their pharmaceutical supply chains.
The pandemic has brought to the attention of governments and firms that transnational supply chains can suddenly be disrupted, and thus many of them may seek to diversify more to enhance their economic security in sectors beyond pharmaceuticals and medical equipment. Consequently, they could pursue new raw materials suppliers, new export markets, and new trading partners in various sectors. However, whether these aspirations result in actions may partly depend on ‘pull factors’ that alternative trading partners can offer. Among them are wages, infrastructure, and policies and regulations.
Whether future diversification moves by EU and Asian states will entail more convergence or divergence remains to be seen. For instance, if these nations compete to gain access to the same new sources of raw materials or export markets, the probability of clashes and divergence may be higher. If some governments and businesses from the EU and Asia opt for a significant reshoring of supply chains, this would reduce interdependency between the EU and some Asian economies; notably, China could considerably alter the possibilities of convergence and cooperation. However, if the pandemic makes policymakers in EU and Northeast Asia recognise the significance of global production networks and the importance of global public goods, these governments may become less protectionist and convergence will likely result.
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Table 11.1 Convergence and divergence in the main economic security domains
	
	External dependency on imports of raw materials 
	External dependency on overseas market access
	External dependency on US technology
	Global governance: deep trade liberalization
	Global governance: aid conditionality
	Global governance: US supervision of maritime routes
	Global governance: opposition to US unilaterism 

	EU
	High
	Medium
	High
	High except agriculture
	High
	favours the status quo
	High

	Japan, South Korea, Taiwan, Singapore
	High
	High
	Very high
	High except agriculture
	High
	favours the status quo
	Medium

	Australia, New Zealand
	Low
	Low
	Very high
	High
	High
	favours the status quo
	Medium

	Indonesia, Malaysia, Philippines, Thailand, Vietnam 
	Medium
	High
	High
	Low
	Low
	ambivalent
	Medium

	China
	High
	High
	Medium
	Low
	Low
	opposes the status quo
	Very high

	Convergence/ divergence
	Competition on raw material access between China and Northeast Asia  
	Alliance against protectionism
	Limited scope for cooperation against US ICT dominance
	Stalemate except if agriculture protectionism is lowered, then potential isolation of China
	Alliance of the developed economies
	China vs the developed economies and neutral developing economies
	Alliance led by China and the EU
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