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CHAPTER 3

The Vietnamese Economy at the Crossroads

Thu Trang Vuong, Vilém Semerik,
and Quan Hoang Vuony

INTRODUCTION

Vietnam is a typical transition economy in its later stages: a rather weak
currency, an economy flooded with foreign investment, and ‘equitization’
as a daily buzzword. Ever since the Ddi M§i reforms of 1986, the country
has been changing drastically. In roughly 25 years, Vietnam has sextupled
its GDP from over USD 36 billion in 1993 to more than USD 220 billion
in 2017. Poverty reduction has succeeded with only 5.8% of the popula-
tion remaining under the poverty line (Vuong and Pham 2009) as opposed

T. T. Vuong (1)
European Campus of Dijon, Sciences Po, Paris, France
e-mail: thutrang.vuong@sciencespo.fr

V. Semerdk
Institute of Economic Studies of Charles University, Prague, Czech Republic

Economics Institute of the Czech Academy of Sciences, Prague, Czech Republic

Q. H. Vuong
Phenikaa University, Hanoi, Vietnam

Université Libre de Bruxelles, Brussels, Belgium
e-mail: qvuong@ulb.ac.be; hoang.vuongquan@phenikaa-uni.edu

© The Author(s) 2019 91
R. Macdonald (ed.), Southeast Asin and the ASEAN Economic
Community, https: //doi.org,/10.1007 /978-3-030-19722-3_3


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-19722-3_3&domain=pdf
https://doi.org/10.1007/978-3-030-19722-3_3
mailto:thutrang.vuong@sciencespo.fr
mailto:qvuong@ulb.ac.be
mailto:hoang.vuongquan@phenikaa-uni.edu

92 T.T.VUONG ET AL.

to close to 60% in 1993. The political economy has transformed from a
closed and centrally planned one to one of the most open economies in
the world (World Bank 2017b). One must not, however, overlook the fact
that Vietnam has a relatively low GDP per capita (USD 2545.9 as 0of 2018)
compared to other ASEAN (Association of Southeast Asian Nations)
countries such as Thailand (USD 6992.3) or Singapore (USD 61,766.8)
(IMF 2018).

While the transition of Vietnam could be clearly filed under East Asian
models whose eminent representative is the Chinese economy, the coun-
try still differs greatly from China. Not only is the Vietnamese economy
much smaller than that of China, Vietnam has also absorbed more Western
influence after decades of being a French protectorate followed by 20 years
with American intervention in its southern part. The Vietnamese econ-
omy has turned out to be an equally curious mix of capitalism and social-
ism in its economic culture (Vuong and Pham 2009). As the market
mechanism worked its way into the core of the economy of Vietnam, the
government that supposedly insisted on a planned economy turned
towards advocating for innovation and, most intriguingly, entrepreneurial
spirit, which is quintessential to the capitalist economy itself (Vuong et al.
2016). Today, an ambivalent image of Vietnam prevails: a third-world
authoritarian country as painted in human rights reports alongside the
image of a country showing fast Human Development Index improve-
ments, a rising Asian tiger with a large, attractive market, which faces vari-
ous socio-economic conundrums from urbanization to public transport.

This chapter explores the transition economy of Vietnam, one of the
few remaining countries under communist rule to this day, and the role of
the particular variant of entrepreneurship of Vietnam in the process of
transition (Vuong 2014).

VIETNAM TODAY

Historical Background

Vietnam is a small country with a long history. Traces of human inhabita-
tion in prehistoric Vietnam dated back to the Palaeolithic era. The first
primitive government of Vin Lang was formed in Northern Vietnam at
around 700 A.D. (Chapuis 1995). The country was colonized early on by
China for about a thousand years, during which the Chinese led fierce
policies of oppressive taxing, mainly on metal to curb weaponry produc-
tion and further lower the possibility of revolts. Assimilation of aboriginal
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Viet tribes through forced marriages with Chinese was also widespread.
This period left a mark on Vietnamese culture and set the base for pro-
found East Asian—principally Chinese—influence that would be rein-
forced over and over throughout the next periods of Vietnamese history.
For this reason, despite being in the Southeast Asian geopolitical region,
Vietnam is much closer to the East Asian sphere of influence in customs,
culture, and religion (Joyaux 1970). This is highly relevant to any analysis
of Vietnamese socio-cultural, economic, and political organization, which
bears striking resemblances to that of the Chinese model from the feudal
era to today’s philosophy of politics and polity.

The year 938 A.D. officially marked Vietnamese independence from
Chinese colonial rulers. As Vietnamese feudality evolved, it could be
noticed that one of the most important consequences of Chinese influence
on Vietnam was religion. In all five continental Southeast Asian countries,
Buddhism is the most widely practiced religion. However, while the popu-
lations of Thailand, Myanmar, Cambodia, and Laos practised variants of
Theravada Buddhism, it was Mahayana Buddhism that had been intro-
duced from China into Vietnam (Thual 2002). Principles of Mahayana
Buddhism, rituals, religious structures (pagoda), and holidays were mixed
with indigenous faiths, such as the worship of local gods or of ancestors,
and integrated into traditional customs. In the same manner, Confucianism
was also imported into Vietnam and became an integral part of the
Vietnamese mentality and way of life (Vuong and Vuong 2018). Among
the three major religions of Vietnam (Confucianism, Buddhism, and
Taoism), Confucianism dominates social culture (Vuong et al. 2018) and
served as the basis for morality and social behaviour, the educational sys-
tem, the mechanism of selection of imperial officials, and the power
dynamics in most social and political relations, the most important one
being the divine entitlement of the king to absolute obedience from his
subjects. Economically speaking, the effect of Confucian principles results
in a sort of mistrust towards merchants and commercial activities (Vuong
and Tran 2009) that is more prevalent where centres of feudal power had
been in the past, namely, Northern and Central Vietnam.

Before the nineteenth century, the geopolitics of Vietnam was very
much linked to China. Feudal Vietnam not only belonged directly to the
Chinese sphere of influence but imported the primary pillars of its social
structure—namely, the Confucian religion and philosophy and the
method of selection of imperial officials—from China as well (Vuong
2011). This created a certain sense of subordination, even of reverence at
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times, especially in the ruling power that had often resorted to asking for
help from Chinese forces to suppress popular revolts at the risk of China
taking the opportunity to manipulate and dominate Vietnam (Joyaux
1970). In fact, the feudal era in Vietnam was marked with resistance
against Chinese invasions, which made China the most constant threat to
Vietnamese sovereignty and almost the ‘ultimate enemy’ of the Vietnamese
people in the Vietnamese mentality. This hostility clashed with the afore-
mentioned sense of subordination, often taking shape as conflicts between
the pro-China-governing powers and the patriots, with popular anti-
China sentiments in the populace (Tran 1920).

Vietnam first came into contact with the West through the arrival of
Catholic priests in the sixteenth century. It was in attempts of evangeliza-
tion that one of these missionaries developed a system of Latin transcrip-
tion of the Vietnamese language. As European powers began their second
global conquest in the nineteenth century, Vietnam officially became a
French protectorate from 1884 (Brocheux and Hémery 2001; Tran
1920). Under the French administration, the use of Latin characters for
writing rose into prominence and later became the official written lan-
guage of Vietnam (Qudc ngit). This set Vietnam apart both from other
continental Southeast Asian countries and from East Asian countries and
gave Vietnamese people an edge in both the study of the English language
and computer programming languages later on.

As the Second World War broke out, the people of Vietnam found
themselves under three forces of oppression: the French administration,
the puppet feudal government, and the Japanese occupiers. The exploita-
tion of the people pushed unrest in the mass in addition to the already-
budding resistance among intellectual and climaxed with the famine of
1945 (Gunn 2011) that incited spontaneous countrywide revolts against
occupying Japanese forces. It was at this conjuncture that Vietnamese
patriots—pre-eminently H6 Chi Minh, who had taken great inspiration
from the French Communist Party and the Russian Bolsheviks during his
time abroad—Ilatched onto communism as the solution, the road to lib-
eration. After overthrowing Japanese occupiers, a provisory, communist-
oriented government was established with HS Chi Minh as the President.
The Vietnamese people considered themselves to have regained their own
country and declared independence in 1945.

The French, on the other hand, insisted on their sovereignty over
Vietnam and returned to reclaim their protectorate after the end of the
World War (Valette 1993). This in turn led to the First Indochina War, a
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resistance war led by the communist Viét Minh on the Vietnamese side.
The Geneva Accords of 1954 split the country in half at the 17th latitude
(Randle 1970) and a pro-American, anti-communist government, the
Republic of Vietnam, was installed in the South. The People’s Democratic
Republic of Vietnam in the North, governed by the Communist Party, led
a war against the South; Vietnam became a physical front of the Cold War,
with the North supported by the Soviet Union (USSR) and the People’s
Republic of China (PRC) and the South by the US and to a lesser extent
the British. With the victory of the North, Vietnam officially became a
communist country and remains such to this day. It was arguably the wars
themselves rather than the victory that solidified the power of the
Communist Party in the country as well as the place of communist rheto-
ric in the Vietnamese mentality. Communists were seen as /e emancipa-
tors of the nation from colonial forces and fascist occupiers. The
communists themselves were conscious of their historical role and suc-
ceeded in making use of their position to impose the Marxist-Leninist
ideology on the country.

Economically, this translated to a socialist economy modelled after the
central planning methods of the USSR and the PRC (Vuong 2014). This
set Vietnam apart from former Eastern bloc countries, upon which com-
munism had been forcefully imposed by an external force. In Vietnam, the
imposition was done by a force that was first regarded as emancipatory
(much like how the Bolshevik was seen by farmers after the Russian
Revolution of 1917) and that had, through war, convinced generations that
the Communist Party and their way of governing was the only way to fend
off external threats. Evidently, the biggest difference in results is that
Vietnam remains a single-party, communist country to this day. This leads
us to consider the second aspect that set Vietnam apart from European
former communist countries: in Eastern Europe, the transition was initiated
after lifting the Iron Curtain and the fall of communist rule. In the case of
Vietnam, despite the political regime, the economy is no longer one of
central planning but a market economy in transition, open to foreign trade,
and only named socialist-oviented market economy for ideological reasons.

Economic Overview

The Vietnamese economy appears to be growing healthily. Its GDP, which
amounts to over VND 5000 trillion (approximately USD 219.4 billion)
in 2017, has been on a generally upward trend with some fluctuations
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(GSO 2017). According to the country’s General Statistics Office, 2017
was a year of spectacular growth with a GDP increase of 6.81% over the
year. Compared to GDP growth in other countries in the region, Vietnam
ranked in the upper middle, after Cambodia, Philippines, and Lao PDR
(ADB 2017). For 2018, the government even anticipated a better eco-
nomic expansion rate, estimated at 7.1%.

With a population of nearly 96 million, and a per capita GDP estimated
at USD 2550 by the end of 2018, Vietnam offers a sizeable market that
promises to keep getting more attractive, not only for its purchasing power
but also by its labour force. In fact, Vietnam was one of the countries with
the highest speed of productivity improvement in the ASEAN region. In
2017, its labour productivity amounted to over USD 4000 per capita, and
the average yearly increase in productivity was 4.7% during the period of
2011-2017. However, this is mitigated by the fact that Vietnamese pro-
ductivity in level remained relatively lower, compared to many ASEAN
countries, and the gap has kept widening (GSO 2017).

Economic growth has led to improvements in infrastructure and living
standards. Over 99% of the population has access to electricity (2014) as
opposed to 73% in 1990, higher than world average as well as neighbour-
ing countries such as Lao PDR (78.1%), Cambodia (56.1%), or Indonesia
(97%) (World Bank 2017b).

On the other hand, it should be noted that Vietnam is not an exception
to the global trend of inequality in BRICS and emerging economies. The
poorest 20% population received only 7.1% of national income; Vietnam’s
GINT index had been steadily rising, from 0.420 in 2002 to 0.436 in 2015
(GSO 2017). Malnutrition remained a problem that affected nearly one
out of four children under five years of age.

The shift in composition of sector contribution into GDP was also a
matter of consideration. True to the Industrialization—Modernization slo-
gan that remained a stark principle in Vietnamese economic policies, indus-
try and service together made up over 75% of the country’s total GDP in
2016. Both sectors have been expanding in volume, growing about 5-8%
every year since 2005. Their share in total GDP has been growing as well,
although this has seemingly slowed down in the recent years, with yearly
increases under 0.5 percentage point in the last decade (GSO 2018). The
current composition of sector contribution into total GDP almost seemed
to have frozen in place (Fig. 3.1). This puts into question the claims that
the Vietnamese economy is still transitioning from purely agricultural to
being more industry and service oriented. These sectors might have been
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source: GSO 2018

prioritized in economic policy-making and were developing as a result of
that, but recent progress secems rather slow compared to the robust trans-
formation envisioned by government officials (Fig. 3.2).

It should be noted that FDI has been concentrated mainly in manufac-
turing and real estate activities (GSO 2018; see Appendix, Figs. 3.15 and
3.16 for details). The manufacturing sector in Vietnam, as seen above,
mainly consists of the textile /garment industry and the electronics parts
industry, which relies heavily on imports of primary materials and gener-
ates modest added value. Real estate on the other hand generated little to
no added value. In other words, out of the two main target sectors of FDI,
one was export based and still low in added value, while the other did not
generate added value at all.

In the private sector, over 126,000 new businesses were registered
with a total capital of nearly VND 1300 trillion (approximately USD
58 billion) in 2017. In trade, one can observe a general trend to a trade
deficit in Vietnam; additionally, the total volume of imports usually tops
exports by around USD 1-7 billion, although this gap could be up to
USD 18 billion (GSO). In addition, given the weight of heavy and min-
ing industries as well as the significance of tourism to the Vietnamese
economy, environmental protection understandably held a permanent
place in government agenda and plans; however, only 2.5% of marine
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and terrestrial areas was nationally protected, very low compared to most
other countries in the region (over 20% in Cambodia, 12.5% in Thailand,
and 6% in Indonesia).

On the other hand, a considerable number of sectors are partly, if not
entirely, under state control, namely, energy (including fuel, petrol, and
electricity), transportation infrastructure (airlines, railways, etc.), and bank-
ing. The state controls 100% of authorized capital of Electricity of Vietnam
(EVN) and Petrovietnam (PVN), the two largest corporations in the energy
industry by total assets (VND 770 trillion and VND 692 trillion, respec-
tively, as of 2016). In transportation, 86% of authorized capital of Vietnam
Airlines was state owned (see Appendix, Table 3.4); Vietnam Railways, on
the other hand, was 100% owned by the state (Decree 11,/2018 /ND-CP).
In the banking sector, aside from the two state-owned banks (Vietnam
Bank for Social Policies and Vietnam Development Bank), the state also
owned over 50% shares in many of the largest domestic commercial banks,
including Vietinbank (64% state owned), BIDV (95% state owned),
Agribank (100% state owned), Vietcombank (77% state owned), and so
on (according to reports from the State Bank of Vietnam). Out of those,
BIDV and Vietinbank were the largest banks of Vietnam by total assets,
with BIDV totalling over VND 1202 trillion in assets as of December 2017
and Vietinbank VND 1095 trillion as of December 2017 (Vietinbank 2018).
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Many of these state-owned enterprises have been undergoing the pro-
cess of equitization under governmental directives. State-owned enter-
prises were tiered by percentage of capital owned by the state; equitization
methods varied from issuing stocks to redirecting capital to State Capital
Investment Corporation (SCIC), a capital management firm currently
controlling a large amount of state capital in equitized enterprises (Decision
58,/2016/QDb-TTg). Decree 09/NQ-CP issued in 2018 stipulated the
elaboration of a governmental committee for control of state capital in
equitized enterprises, including SCIC (see Appendix, Table 3.4, for the
full list of enterprises under the committee’s control), to strengthen state
control on all enterprises partly or entirely owned by the state. Some
regarded this committee as being similar to SCIC to the point of redun-
dancy (Pham 2019), while others insisted on its higher extent of control
(Thanh Dat 2018). It should be noted that there seemed to be a contra-
diction in the political discourse regarding state-owned enterprises and
equitization: on one hand, there was a concrete plan for reducing state
capital in equitizing enterprises (Decision 1232 /QD-TTg); on the other,
with the creation of the aforementioned committee, it scemed that the
state was also attempting to tighten its grip on the same equitizing,/equi-
tized enterprises.

PorrticaL REGIME AND CULTURE

The Government of Vietnam

Political regimes and politics have a profound influence on the national
economy (DeRouen 1995, Farber et al. 20006). In socialist countries, the
implementation of central planning mechanisms was imposed on the
economy for ideological reasons, at least initially; government influence is
then even more important. Vietnam has a socialist regime, so it is to be
expected that the political system has a strong presence in, and a profound
impact on, the transition process.

Currently, having a grip on political power is the Communist Party of
Vietnam—commonly referred to as the Party, as it is the only political
party that exists and legitimately resides in Vietnam. The Party was for-
merly the Labour Party of Vietnam, a direct descendant of the Communist
Party of Indochina (Vietnam inherited the core of this party, being the
main protagonist in the struggle for independence in Indochina during
the First Indochina War).
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Political discourse and official statistics both suggest that economic
growth had been observed since the August Revolution of 1945 and espe-
cially towards the end of the First Indochina War (1945-1954), with a
hiatus over 1988-1989. Cereal and other harvests amounted to 2.95 mil-
lion tonnes, up 13.7% compared to 1946 (Nguyén 2005). Industrial pro-
duction in the years 1950-1954 was reportedly successful in both mining
and metallurgy (20,000 tonnes of coke coal, 0.8 tonnes of antimony in
1946-1950, 19.5 tonnes of tin, 43.0 tonnes of lead in 1952-1953) and
manufacturing (169.3 metres of cloth, 31,700 tonnes of paper). After the
peace of Geneva in 1954, the North was governed by the Communist
Party. During the Second Indochina War waged against the pro-America
regime of South Vietnam, the economy of the Democratic Republic of
Vietnam operated under socialist principles. By 1965, 88.8% farmer
households took part in cooperatives. Agricultural product volume
increased 4.1% per year on average (1961-1965). Industry wise, over
1.132 state-owned industrial factories had been constructed. The five-year
plan of 1961-1965, implemented in the North only, was reported as a
success. From 1965 to 1975, despite being in the midst of warfare, agri-
cultural production did not fall, with 5,468,800 tonnes of harvest recorded
in 1974. Total industrial and artisan production in the same year was
reported as exceeding plans by 4%. The public sector produced 88.4% of
total GDP (Government Portal 2006).

After the fall of Saigon and the unification of Vietnam in 1975, the
Fourth National Congress of Vietnam took place and issued a number of
important decisions, which include (a) the central planning mechanisms
already in place in the North were to be imposed upon the South and (b)
the first nationwide five-year plan (1976-1980) of unified Vietnam was to
be carried out (Vuong et al. 2011). Under the command economy, com-
monly referred to as Bao cdp (literal translation: complete subsidies) in
Vietnam, the national economy manifested the characteristics of a typical
socialist economy: rigid central planning, lack of foreign trade activities
and shortage of goods, social category-based rations managed through
the use of stamps for most commodities and corruption on many levels,
and so on (Ddng 2008). In times of peace, the shortcomings of central
planning started to be revealed. The economy was stagnating: in the
1975-1985 period, the GDP only increased 4.6% and income 3.7% a year
on average, while the population was growing at an annual pace of 2.3%
on average (Government Portal 2006). Faced with constant shortages and
harsh living conditions, managers at local cooperatives and factories began
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to look for ways to generate more earnings. Mechanisms typical of the free
market began to emerge underground, namely clandestine contracts in
rural factories, the formation of provincial Zmex (import-export) compa-
nies, smuggling of second-hand foreign goods from sailors, and so on.
According to documentation by Ddng (2008), cooperative managers
sought out other cooperatives and made secret deals, producing extra out-
put that they called second plan (the implication being that the production
quota from the centrally devised five-year plans was the first plan); others
even produced for the free (‘black’) market, calling it a #hird plan. These
activities became an everybody knows, nobody tells phenomenon and multi-
plied across the country. They were so widespread that eventually the
Central acknowledged the shortfalls of central planning and started allow-
ing the economy more freedom, thereby installing de fircto market mecha-
nisms even before the 1986 reforms—mDds M§i—took place (Vuong et al.
2011). Vuong et al. (2011) also argued that precursors of entrepreneurial
attributes, namely, the ability to create and transmute value, were already
present even under central planning and were determinant factors in the
success of the reforms.

The fact that Vietnam had never had the definite political rupture experi-
enced in most Eastern bloc countries resulted in a transition that could be
characterized as quite rogue in nature. As unlawful trading with natural mar-
ket mechanisms became widespread, the government finally implemented
top-down policies in Ddzi M§3, starting in late 1986 promulgated at the Sixth
National Congress of the Communist Party of Vietnam (CPV). Though
there was a shift to a more market-oriented economy, the CPV still needed
to perpetuate the initial Marxist-Leninist ideologies to maintain their author-
ity and to stay in power. For this reason, they were reticent in the face of
transition policies and reforms, not only out of concerns over economic
destabilization but also because they could not outright declare a transition
without contradicting the ideology that they had imposed on the country for
decades. One of the most telling examples of this was that the government
had baptized the Vietnamese economy a ‘socialist-oriented market econ-
omy’. It should be noted that the notion of transition is never mentioned in
Vietnamese media or political agendas without the economy, making phrases
such as ‘transition economy’ or ‘economic transition’ a single word, de facto.
(In Vietnamese, ‘transition’ has a very close meaning to ‘evolution’, a politi-
cal taboo.) Instead, to this day, the government promotes slogans such as
‘modernization and industrialization in order to advance to socialism’ (so
much so that the terms had been hollowed of the meaning).
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In short, Vietnam lacked political drive for transition; the 1986 reforms
took place for practical reasons. The government was not only very gradu-
alist in its approach to economic reforms but also had to be careful in the
presentation of their measures so as not to admit the failure of central
planning. For this reason, the residual of central planning era behaviours—
namely rent-seeking behaviours and disregard for standardized procedures
along with preference for unofficial shortcuts—remains a prominent,
accepted part of the Vietnamese economy, especially in the public sector.

The Economic Cultuve of Vietnam: Confucian
and Communist Legacies

Not only was the political regime unfavourable for real transition, but also
there are cultural elements that hinder the development of a free-market
economy. The most important aspect of Vietnamese culture in regard to
this hindrance is the Confucian system of values. In fact, Confucianism has
long been considered to be the pillar of the Vietnamese society (Vuong
et al. 2018), as its philosophy and teachings served as a source of legiti-
macy for the imperial court as well as a base for many social institutions
and mechanisms, including the selection of imperial officials. One could
even make the remark that Confucianism is as fundamental to Vietnam
(and China, to an extent) as Christianity has been to Europe. For this
reason, it is not a surprise that Confucian principles can have profound
economic implications.

Vuong and Tran (2009) had pointed out basic principles of the
Confucian system of values: worship of designated superiors, conformity
to the hierarchy, and mistrust towards merchants. If the Protestant faith
was the source of the capitalist ethos which encouraged profit-seeking,
Confucian traditions portrayed the business class as dishonest and poten-
tially dangerous people. There was no prestige in successfully accumulat-
ing wealth, especially not through trading, as the Confucian social
hierarchy placed merchants at the lowest of the four classes in society
(scholars/intellectuals, farmers, workers, merchants). For this reason,
being merchants were often seen as a last resort taken out of necessity,
and if given the chance to ascend in society, merchants themselves would
gladly take up a different occupation. These pejorative connotations asso-
ciated with the status of merchants were a part of the Vietnamese
Confucian mindset and resounded well with the Marxist-Leninist criti-
cism of capitalism. During the entire socialism construction era, these
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elements had been encouraged by the communist government with cap-
italism-bashing propaganda and muted any development of true entre-
preneurship spirit.

Additionally, Confucianism maintained five types of unequal relation-
ships, based not only on social status but also on familial hierarchy and
gender (Vuong and Tran 2009), as a pillar of its teachings, which also
served to reinforce the legitimacy of the authority of feudal rulers. Indeed,
unequal relationships were necessary for superiors to impose obedience on
those they wanted to put under subordination. This Confucian element
has been absorbed into Vietnamese culture and induces a mentality that is
not only tolerant but also, at times, in favour of state paternalism. In fact,
state intervention, such as price regulation for certain commodities (espe-
cially those concerning children, such as powdered milk for infants or
grade-school supplies), is rarely contested. In the face of unfortunate
events in which the bearers of the damage were groups traditionally
regarded as more vulnerable and disadvantaged, such as farmers or cus-
tomers, an intervention is even demanded as an effective—albeit short-
term, one may argue—tool for economic stability and security. This is
often fuelled by media coverage with an emphasis on the humane aspect
of the problem, to further call for intervention. The brief crises of price
drops due to excess production followed by government-initiated rescue
campaigns in 2017 (Bao Phuong 2017; Cong Quang 2017), in which the
government not only encouraged people to buy off the excess commodi-
ties but resorted to buying them itself with taxpayer money, as well as
numerous scandals of breach of food hygiene safety standards that often
led customers to ask for more protection, illustrate the case.

It should be noted that this Confucian legacy resonated with the
attempt at total control over all economic activities by the communist
regime during the central planning era. One need only consider the fact
that, to this day, the government of Vietnam still devises five-year plans
despite the fact that central planning has been recognized as not feasible
and replaced with market mechanisms. This is not merely a ceremonial act,
either; in fact, the planning approach with arbitrary quota is still often
taken in economic policy-making. For example, in 2006, the government
published a five-year plan for private small and medium enterprise (SME)
sector development with very specific quantified goals such as to increase
the number of private SMEs to 320,000 and maintain a yearly rate of 22%
increase in the number of SMEs (Decision No. 236,/2006/QD-TTg).
There is a certain central planning culture embedded in Vietnamese
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cconomic decision-making, reminiscent of the command economy era
before Héi Méi, and it is not contested by the state paternalism mentality
that is the legacy of traditional Confucian values.

In light of this, the cultural element added inertia to an economy that
was already held back by its authoritarian regime. A market economy can-
not function properly without a business class consisting of producers who
seck to maximize their profits. Yet, this class was not only politically bashed
during the pre- Déi Méi period but has also been shunned in the Vietnamese
mentality. Entrepreneurs were few and far between, inexperienced from
being under central planning and discouraged by culture from doing busi-
ness. This lack of a strong business class made the market economy of
Vietnam function in a rather forced manner, at least in the beginning.

GLOBAL INTEGRATION AND TRANSFORMATION
oF EcoNnoMIC BEHAVIOUR

Trade Libevalization and Consumer Behaviour

Prior to the reforms of 1986, Vietnam had been relatively autarkic: trade
was highly restricted and limited only to countries of the socialist bloc;
additionally, the US had also placed an embargo on Vietnam at the fall of
Saigon in 1975. The command economy showed its shortfalls one after
the other, as the state budget saw deficits while foreign aid from commu-
nist countries declined, especially in the last two years of the 1970s; targets
in the first five-year plan set by the Fourth Congress were not at all met
(Vuong et al. 2011). The economy stagnated, and shortages were a com-
mon nationwide occurrence. Most of the population did not have many
personal belongings—the simplest commodities such as clothes or kitchen
utensils were scarce and strictly rationed—or money in cash—as goods
were exchanged for stamps. For this reason, the average Vietnamese
consumer under central planning was very keen on saving up and reserv-
ing in anticipation of a future shortage. They also made use of relation-
ships and connections—a legacy of the Confucian mentality (Vuong and
Tran 2009)—where possible, forming a sort of so-called shadow economy
and, later on, black markets, that would bruise the efficiency of the already
poorly performing economy.

After price liberalization and a series of socio-economic reforms as
mentioned above, the country started to open up to economic integra-
tion (Vuong et al. 2011). Over the course of several decades, Vietnam
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has signed over a hundred bilateral agreements, the major ones being the
agreement with European Union (EU) in 1992 and with the US in
2000, and joined regional associations as well, such as ASEAN in 1995.
Bilateral deals seemed to increase trade flows dramatically, promoting
Vietnamese exports especially (Vuong 2014). In 2007, Vietnam gained
accession to the WTO after a long process of negotiations that started in
1995 and over 20 bilateral trade agreements concluded with member
states. This could be considered a milestone of trade liberalization in
Vietnam, as the agreements with WTO included deeper institutional
reforms and fewer regulations in terms of foreign trade. The years fol-
lowing the accession witnessed a boost in Vietnam’s economic perfor-
mance (Vo and Nguyen 2009). Increase of welfare was expected (Nguyen
and Tran 2006) and did happen, however, with an unequal distribution
that led to more disparity between higher and lower income, as well as
between urban and rural households (Pham et al. 2008; Fosse and
Raimondos-Moller 2012; Le 2014).

Most previous studies suggest that middle- to high-income households,
especially in the city, experienced a more significant improvement of wel-
fare. From the consumer’s point of view, this may be explained by the fact
that economic integration had increased both variation and quantity of
products, enabling the customer to not only choose the type of product
but also to obtain the number of products to their liking. This was a very
different situation from the highly regulated distribution mechanism
under the command economy, where one might not be able to obtain
certain commodities even if one had cash. Further, the buying capacity of
the Vietnamese consumer had grown along with the effects of the reforms.
Non-state small and medium enterprises (SMEs) not only increased in
number but also maintained high efficiency (Le and Harvie 2010), creat-
ing jobs and raising household income. In addition, Vietnamese labour
had more freedom to work abroad, which increased remittance flows;
these international remittances were in turn often beneficial to the
improvement of household spending capacity (Pfau and Giang 2009).

Consumer behaviour morphed along with these transformations.
Cultural sensitivity and ethnocentrism still played a role in determining
the role of imported product consumption (Nguyen et al. 2008), and
Vietnamese customers retained their shopping habits at traditional mar-
kets (Maruyama and Le 2007). However, there was a shift to hedonistic
consumerism in the Vietnamese population, especially among the younger
generations, which was in stark contrast with the previous behaviour in the
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shortage economy under central planning. There was also a shift in the
share of income to more luxurious goods. Middle- to high-income
Vietnamese consumers began to engage in status consumption: to spend
on goods that would benefit their social image and status (Drury 2011;
Nguyen and Tambyah 2011). Luxury consumption similar to that of
China started to be observed in the Vietnamese economy, which was also
linked with status and face-saving (Le Monkhouse et al. 2012).

While this appeared to be quite a positive sign of the Vietnamese popu-
lation creating value and accumulating wealth, one should be careful not
to take the lavish spending at face value. On the one hand, status and
luxury consumption only occurred within a certain group of the popula-
tion, while the rest, especially in rural areas, still faced various degrees of
economic difficulty, even down to poverty (Figuié and Moustier 2009).
On the other hand, a great portion of consumers with hedonistic behav-
iour belonged to the middle-income category. Some of them lacked the
buying capacity to engage in such status spending, but face-saving turned
out to be enough of a motivation for them to borrow to spend. This led
to the problem of personal debts, which has not been addressed enough
in the literature on Vietnamese consumer behaviour.

The Rise of the Internet and Its Economic Implications

The Internet changed the world, from the everyday life of each individual
to the behaviour of political regimes and economic markets. Kalathil and
Boas (2003) studied authoritarian regimes across the globe to show that
information technologies have the potential to promote at least some
degree of democratization in Vietnam (Nguyen and Vuong 2016). In
addition, the Internet serves as a platform for business and the digital
marketplace is expected to strengthen the invisible hand—that is, to
improve the efficiency of market mechanisms (Brownrigg 1991; Bakos
1998) and encourage foreign trade at the level of firms (Nguyen and
Barrett 20006). )

Fifteen years after Dai Mdi, in 2000, Vietnam connected with the World
Wide Web. At the time, Internet users understandably only made up a
minuscule 0.3% of the Vietnamese population. The diffusion of the
Internet started oft rather slowly due to cost and infrastructure (Lam et al.
2004). Boymal et al. (2007) suggested that the reason for the low rates of
Internet subscriptions in Vietnam at the time was due to the Central’s
innovation policy being more ideologically and politically driven rather
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than inspired by realistic socio-economic needs. Yet, by 2013, Vietnam
already ranked among 20 countries with the most Internet users in the
world (Ngo and Gim 2014). In 2016, Internet users made up 46.5% of
the Vietnamese population (World Bank 2017a). In the end, the spread of
the Internet applications into the daily life of Vietnamese people was
impressively rapid, resulting in the birth and growth of the online market-
place among Vietnamese economic agents.

In fact, the Internet has largely modified the Vietnamese consumer
behaviour. Numerous studies have shown that many businesses, especially
goods and services providers, have taken up the online channel to expand
their clientele (Ngo and Gim 2014; Nguyen et al. 2007; Ho and Chen
2014). Despite hesitation linked to the risks of indirect transactions, cus-
tomers have proved to be quite willing to adopt online shopping, espe-
cially when they could form a bond of trust with providers through their
experience of customer service and their perception of goods’ quality.
Customers have also developed methods specific to online shopping, such
as group buying, a practice in which many customers gather together to
place one common order so as to lower shipping fees (Ho and Chen 2014)
and which is the most common when the goods were to be shipped from
overseas (the business, in this case, usually provided this service as an inter-
mediate agent). This showed that e-commerce was such an integral part of
the Vietnamese economy that customers had formed specific behaviours
around these types of economic activities.

Despite this, little attention has been given to the marketplace plat-
forms of e-commerce in Vietnam. In fact, while the Internet-based com-
merce is often studied as a trading platform in itself, online is not as
homogenous and takes place on different types of storefronts that vary in
the manner in which online businesses operate in relation to shifting
trends in customers’ behaviours. These types of small business storefronts
range from self-maintained e-commerce portals, in which the seller sets up
an independent domain name and coordinate production and delivery on
their own, to marketplace platforms along the line of Amazon and eBay
where individuals can sell without having to coordinate shipping services.
In the middle of this emerged a hybrid type of business storefront that was
highly popular in Vietnam: the Facebook online store.

Indeed, in the last 10 years or so, social media sites have risen in popu-
larity in Vietnam, Facebook being the most prominent. Although the pri-
mary use of the site was socialization, along the way, Facebook developed
more and more features such as the ability for just about anyone to set up
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their own online shop and sell goods without the need of a physical show-
room. Although Southeast Asia-based online marketplaces such as Lazada,
Shopee, or even the exclusively Vietnamese EnBac were relatively popular
among online shoppers, Facebook remains one of the leading platforms
for small online businesses in Vietnam. This choice might have been made
out of convenience or mimetic behaviour. Additionally, there could be a
number of underlying rational reasons for economic agents to choose a
platform that was primarily a social media to conduct business: networking
opportunities, more individualized customer interactions, more freedom
and control in concrete business operations (e.g. in shipping goods).

These Facebook-based businesses were often small-scale retail service
providers; retailed commodities included but were not limited to food-
stuff (raw ingredients, delicate gourmet, etc.), household equipment
(kitchen apparels, furniture, etc.), clothing and accessories (from oft-
brands to high-end luxury items), and electronic gadgets. They were very
reminiscent of the traditional wet markets or ‘street economy’ of Vietnam,
as there was little focus on branding but much more on customer rela-
tions. The multiplication of small online businesses seemed to be a good
sign that free-market mechanisms were becoming natural in the Vietnamese
economy. However, one should rather assess these signs with care, as they
were likely a response to the demands of consumers that were becoming
more and more consumerist despite profound lifestyle differences between
income groups in society.

Tue EconoMmic LEADERS OF TRANSITIONAL VIETNAM

The Vietnamese Superclass

The superclass is not homogeneous, but its members exist across the globe
and are fairly similar in at least one respect: the amount of wealth they
possess, which naturally leads to the influence they can exert on govern-
ments (Rothkopf 2008). They are the oligarchs of Russia, the cronies of
the Middle East, the plutocrats of America—basically the wealthiest peo-
ple on planet earth. Although this economic elite is often contested and
condemned, sometimes for very good reasons, it is undeniable that they
are an important part of the economy. Whether or not their existence is
intrinsic to free-market economies is up for debate, but at face value, every
country has a so-called superclass. Vietnam is not an exception.



3 THE VIETNAMESE ECONOMY AT THE CROSSROADS 109

What is, then, the nature of this Vietnamese superclass? In the first sec-
tion, it was shown how political-historical and cultural-religious elements
hindered the formation of a strong class of business owners. In fact, when
the economy first opened up to the world and started transitioning, the
political elite was the only class that had the power to accumulate wealth.
And in an increasingly capitalistic emerging economy, it was the wealthy
who in turn have power. This seemingly closed circle consolidated the
economic power of an interest group that initially sprung from political
power. One could say that power dynamics in Vietnam was deeply marked
by one-on-one, case-by-case relationships rather than relations between
social groups. When privatization took place, it was often those who had
previously been in power or had had close relations with those in power,
who were selected for high positions in these enterprises—which was not
unlike the nomenklatura method of personnel selection® for privatized
companies in China. In this method of keeping control over large compa-
nies even after privatization, one could see how the Confucian legacy car-
ried on: this manner of personnel appointment and promotion was very
reminiscent of the recommendation-based mechanisms of officer selection
in feudal times.

However, these people alone do not constitute the entirety of the
Vietnamese economic elite today. As Vuong et al. (2011) has pointed out,
precursors of entrepreneurial elements were already present in the society
before reforms. As such, these elements continued to develop in the free
market into particular cases of successful business actors who rose in eco-
nomic power. Being few and far between, they did not constitute a class of
business owners but existed more as outliers. Despite this, these few suc-
cessful entrepreneurs still existed; they earned their place among the eco-
nomic elite, alongside those who drew economic power from political
power, purely through market mechanisms. They are the people we call
the plutocrats of Vietnam—the self-made portion of the Vietnamese
superclass. Although they did not originally derive wealth from political
power, their accumulated wealth held economic weight and earned them
political influence.

Individuals that constituted the Vietnamese superclass were often well
known in the Vietnamese public, as many among them were heads of
popular brands of commodities. Surprisingly, these ultra-wealthy individu-
als could be quite well liked, popularized by the media as successful busi-
ness owners and women and looked up to as pioneers in modernizing the
cconomy and making the country prosperous. For instance, Pham Nhat
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Vugng, Chairman of the Vingroup Corporation,? which was involved in a
multitude of domains such as real estate, retail, healthcare, educations,
and so on, was known as the wealthiest person in Vietnam by virtue of his
USD 2.4 billion personal wealth. His wife and Vice Chairwoman, Pham
Thu Huong, also ranked among the top ten wealthiest persons in Vietnam.
Remarkable figures in the Vietnamese superclass could be more or less
well known to the public by their names, but their companies were often
recognized by most Vietnamese, such as Trinh Vin Quyét, Chairman of
FLC Group JSC, primarily involved in financial investment and real estate;
Mai Kiéu Lién, Chairman and CEO of Vinamilk, the largest dairy com-
pany of Vietnam; Doan Nguyén Dac, Chairman of Hoang Anh Gia Lai
JSC and one of the most influential business owners in Southeast Asia as
ranked by Wall Street Journal; and so on.

Some among this superclass are well known not only for their company
brand but also for their diversification into more social-related sectors,
namely healthcare and education. Pham Nhit Vuong’s Vingroup, with its
private hospital Vinmec (established in 2012), and private school,
Vinschool (established in 2013), was not the only example. Truong Gia
Binh, co-founder, Chairman, and CEO of FPT, the largest information
technology service provider of Vietnam, had also founded VINASA
(Vietnam Software Association) and FPT University. A more controversial
figure would be Thdi Huong, Chairwoman of TH True Milk, a younger
but quickly growing player in the dairy industry of Vietnam, who had
opened TH School in 2016. Others hosted charitable public campaigns:
Ding Lé Nguyén Vi, founder of Trung Nguyén Coftee, dubbed Coffee
King of Vietnam and often evoked as a zero-to-hero role model, had initi-
ated numerous events and public programmes with the aim of promoting
entrepreneurship among the youth.

It was clear that the Vietnamese superclass has eminent social and polit-
ical influence; the question that remains is how they utilize it. One would
assume some sort of conflict to come into play between the entrepreneurs
and the old money. The politically powerful rich could be adamant to
defend the current political status quo as guarantors of their wealth. The
plutocrats could either go against the political ruling class in favour of
more economic freedom and more opportunity for doing business or seek
political power and collude with the political-economic elite to secure
their own business and prevent new competition. In reality, the relation
between the purely economic plutocrats and the rich who gained from
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political status is ambiguous. There is a conversion between the two cate-
gories of superclass: the plutocrats are neither showing particular interest
in acquiring a place in the political system nor actively making use of their
economic weight to influence current rulers. They simply accepted the
political status quo as they have themselves integrated into it. On the other
hand, the politically powerful rich have been immersed in the open market
economy for decades and have seen entrepreneurs rise to become part of
the economic elite. This experience transformed them into orienting more
towards business rather than politics but without severing the umbilical
cord between themselves and the ruling power (as, in some cases, the
important stockholders or managers of large privatized enterprises were
literal children of high government officials). The Vietnamese superclass,
rather than fracturing, entered a compromise in which both plutocrats and
political wealthy shifted towards one another, creating a small group that
had a strong presence both in the economy and in politics.

To put it simply, the lack of a socially defined business class consisting
of the middle class or upper-middle class employers and the solidification
of the two seemingly opposed groups of the political elite make it very
likely that despite being small in number, the superclass will lead the econ-
omy onwards.

Aspirvations for Prospevity: The Start-Up Fever

Entrepreneurship is a crucial aspect of the economy and even more so in
the case of emerging economies. Post-socialist countries often struggled
with strengthening the private sector after years of state monopoly; post-
reforms Vietnam was not an exception, at least in the beginning. Nowadays,
the casual observer would say that the market economy performs very well
in Vietnam. As robust as the private sector is in Vietnam, it is also domi-
nated by foreign actors. For example, commodities imported from Japan
or Thailand are considered to be of relatively lower cost and higher qual-
ity. Domestic brands often need nationwide campaigns with national pride
undertones and emotional appeal towards customers, with arguments
such as one should support compatriots by buying Made in Vietnam prod-
ucts. This is in line with our previous assessments about the absence of a
collective business identity in Vietnam.

Nevertheless, the said absence does not necessarily translate to the non-
existence of Vietnamese entrepreneur communities. Quite the contrary:
entrepreneurial endeavours have been surging in recent years. The image
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of successful business owners in their 30s, smiling in smart casual and
earning six figures with just an app and a small core team composed of a
handful of close-knit equally young colleagues, seduces Vietnamese mil-
lennials more than the plutocrats—who are often of the previous genera-
tion and active in primary or secondary sectors such as agriculture, real
estate, food and commodity production, and so on. Perhaps it was the
closeness that had struck a chord with Vietnamese youth: the plutocrats
are, after all, of a different generation and appear to live in a different
world by virtue of their wealth alone; on the other hand, millennial entre-
preneurs give off a more self-made man vibe, triggering a sense of self-
consciousness in the youth.

As such, success stories of young business owners in the West, those of
the brains behind Facebook, Uber, and so on, were eventually followed by
tales of new, successful Vietnamese entrepreneurs as well. Aside from the
occasional outliers, they were usually middle class, ranging from the mid-
20s to the late 30s in age, most often equipped with a university degree
that might or might not be related to their entrepreneurial endeavours.
There was a distinct focus on information technology, more specifically
the use of the Internet, which could be explained by the low-fixed cost
and accessible nature of web-app development, but perhaps also by the
fact that their most recent inspirations were success stories of Internet-
based services. The fruits of their attempts at the time of media coverage
could be a functioning company with tax records or only at the stage of a
successfully gathered pot of investment funds.

The idea of start-ups attracted not only fresh graduates and hopeful
investors but also policy-makers. The government had, in fact, made
numerous initiatives to promote entrepreneurship in Vietnam. The pub-
licly funded National Entrepreneurship Program had taken place every
year since 2003, but public attention skyrocketed in 2014 as VCCI
(Vietnam Chamber of Commerce and Industry) took over and gave the
programme, renamed Start-up Festival, a makeover. In 2017, the reality
show ‘Start-up Nation’ (Qudic gin Khdi nghiép) started being broadcasted
on national television channel VIV1, which effectively turned entrepre-
neurship into an element of mainstream pop culture. Socio-cultural pro-
grammes aside, the government had promulgated legally binding
directives, such as Prime Minister Decision 1665/QD-TTg (dated
October 30, 2017), which provided a set of guidelines with the purpose of
encouraging entrepreneurial spirit among students. However, the targets
set by the decision were not only unrealistically ambitious but also rather
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groundless in terms of scientific basis—for example, one of the directives
stipulated that every institution of higher education must have at least two
student-initiated start-up projects.

The heightened wave of enterprising attempts could well be qualified as
a start-up fever. It did not stem from entrepreneurial spirit, but rather an
act of mimicking and following the trend. Many people set up businesses
less in response to demands of innovation and more based on their own
aspiration to what they perceive would be the life of an entrepreneur,
based on the image largely constructed by recent media coverage. It was
not a coincidence that the Vietnamese start-up fever did not begin with
the rise to prominence of the likes of Facebook or Uber themselves, rather
lined up with the Chinese start-up wave chronologically; mimetic behav-
iour did not stop at national borders. For this reason, the Vietnamese
entrepreneurial community has witnessed catastrophic failures. One such
example was the debt scandal of The KAfe, a popular chain of café-
restaurant serving fusion cuisine in Hanoi. Founded by young business-
woman Dao Chi Anh in 2013, the start-up received much praise before it
even started going into business, solely for the fact that the founder had
succeeded in raising over VND 5.5 billion of capital from Cassia Investment
Funds (Hong Minh 2016). In 2016, The KAfe made headlines for long
overdue debts of over VND 4 billion to food suppliers (A.N 2015) and
started closing down stores across Hanoi. The tale of The KAfe¢ ended
with CEO Dao Chi Anh resigning and the Vietnamese start-up being
acquired in 2017 by a company from Hong Kong (Minh Son 2017). This
is only one out of many start-ups of the same fate, many of those not com-
ing as far as The KAfe had before closing down.

More than a few Vietnamese young entreprenecurs aspired to make
quick money, to have the status of founder and CEO, or simply to have a
job without job-hunting, rather than aspiring to do business because they
saw the demand and were willing to put efforts into innovation if need be.
In this regard, they lacked true entrepreneurial spirit. This explains why a
majority of businesses set up in Vietnam’s start-up fever could not
withstand rigorous market competition. And if even start-ups founded by
people who truly wanted to do business suffered from the lack of real
demand, then start-up projects forced into existence in higher education
establishments as stipulated by Decision 1665/QD-TTg would very likely
be doomed for failure from their conception.

Whether this was detrimental to the economy as a whole is a different
question. It is true that start-up failures were costly, but at the same time,
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the start-up fever has excited both public opinion and market dynamics.
Vuong et al. (2016) point out that entrepreneurial efforts, whether suc-
cessful or fruitless, boosted creativity as perceived by the entrepreneurs
themselves. The experience of failure itself could be educational, and per-
haps the intensity of the start-up fever would reinforce and develop entre-
preneurial characteristics on both an individual and a collective level.
Whether or not the positive effects countered the cost of mass business
failures is a question to be subjected to further empirical investigation and
theorization.

VIETNAMESE FOREIGN TRADE

Trade Overview

After Péi Méi, numerous cfforts of trade integration and the 1994
embargo lift of the Clinton administration, trade has been expanding vig-
orously, along with which the trade deficit also has grown. The gap
between imports and exports has recently been reduced and exports have
even been recorded to slightly top imports in 2012, as well as in prelimi-
nary reports for 2016. Even so, there is an undeniable trend to a trade
deficit in Vietnam, which is traditionally regarded as being linked to a high
volume of imports in machinery and intermediate goods contributing to
industrial development (Fig. 3.3).

According to the Department of Vietnam Customs (2018), in April
2018, the main exports of Vietnam included primarily electrical machin-
ery, components and parts; textile, garment, and footwear; agriculture,
forestry, and fishery primary products; and iron and steel. Main imports
also included electric machinery and accessories, followed by other indus-
trial primary and intermediate goods such as metals, plastics, and chemi-
cals. This aligns with the general trend in the past two decades of trade
shifting from primary materials to intermediate and manufactured goods
(see Appendix, Figs. 3.17-3.18, and Tables 3.5, 3.6, 3.7, and 3.8). It can
be inferred that Vietnam’s main export industries consisted of textile /gar-
ment and electronics, which both rely heavily on imports of raw materials
and parts (Tran and Nerlund 2014). These are notably labour-intensive
industries with modest added value despite their growing export volumes.

Given that industrialization is still considered an ongoing process in the
transition economy of Vietnam, trade policies should accommodate these
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Fig. 3.3 Export, import, and trade balance (export minus import): 1990-2016
(USD million). Data source: GSO 2018

specific attributes of Vietnamese trade in a way that would favour indus-
trial development. However, in matters of both trade and development of
export-oriented industries, Vietnamese decision-making lacks overarching
principles as a direction for strategies and plans to follow (Ohno 2009).
Privatization of state-owned enterprises—termed equitization for ideo-
logical reasons in Vietnam—was done largely under the pressure of for-
eign donors, investors, trade partners, and international organizations
(Tran and Nerlund 2014). The government has not defined its role in
developing export industries, so while there are prioritized industries, pro-
tected industries cannot be pinpointed as easily.

Within the ASEAN Region

To give an overview of the weight of the Vietnamese economy in the
region, Table 3.1 presents ASEAN countries with several key indicators
(data as of May 2018).
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Table 3.1 Key indicators on ASEAN countries: 2017

GDP Population Aren Exports Imports Fixed
(USD bin) (min) (sq. km)  (USD bin) (USD bln)  investment
(% of GDP)
Brunei 11.4 0.4 5770 5.6 4.3 36.1
Cambodia 20 159 181,040 12.3 13.1 22
Indonesia 3250 26.3 1,811,569 168.9 150.1 32
Laos 15.8 7.1 236,800 5.5 6.7 36
Malaysia 296.6 31.6 330,800 200.7 180.8 26.3
Myanmar 63.2 53.4 676,590 11 17.7 37.9
Philippines 304.9 103.3 300,000 85.3 112.6 25.2
Singapore 297 5.6 719 511.2 434.3 235
Thailand 407 68.9 513,120 280.5 220.5 24.2
Vietnam 205.3 94.7 330,967 192.2 186.9 24.8

Data source: CIA World Factbook

Joining ASEAN was a milestone in the economic integration process
for Vietnam. However, the weight of ASEAN countries in trade is not as
significant as one would have thought. In fact, exports and imports to
ASEAN played a relatively unimpressive part in the past. The ASEAN
region accounted for a very low share of trade volume for Vietnam, only
accounting for 11.2% of imports and 14.3% of exports in 2016, especially
when compared to other countries, notably Myanmar and Thailand
(Figs. 3.4 and 3.5).

Trading with ASEAN slowed down in favour of accelerating trade with
other countries and regions in the world, namely the US, EU and China.
In particular, exports to the US and imports from China dramatically
increased (Figs. 3.6 and 3.7).

It is safe to say that despite the very positive government reports on
regional economic integration, in reality, ASEAN does not hold a lot of
weight in the economy of Vietnam, not even in Vietnamese foreign trade.
Vietnam’s greatest trading partner remains China, and Vietnamese aspira-
tions are mostly turned westward. The general mentality is to aim for
European and American standards, as the ultimate destination for exports.
Imports of consumer goods from European countries, the US, and Japan
are regarded by most Vietnamese as being of the highest quality; on the
other hand, goods from ASEAN countries do not benefit from such kinds
of ‘default’ positive attitudes.
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Fig. 3.4 The share of volume of exports of goods to ASEAN by countries from
2007 to 2016. Data source: ADB Database 2018, accessed March 30, 2018
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Fig. 3.5 The share of volume of imports of goods from ASEAN by countries
from 2007 to 2016. Data source: ADB Database 2018, accessed March 30,2018



118

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%

T. T. VUONG ET AL.

\ T — ASEAN
EU
A s N
China
— United States

T T E T T T T
NONDADOTANNTUNLONDNDO AN N ONNS
N DNNPNOO0OO0O0D000O0O Ao dd o oA
NN NN OOOOOO0O0OO0O0000000O0 RN
\—IHH\—IHNNNNNNNNNNNNNNNNNNS
o~

Fig. 3.6 Shares of the total volume of export of goods from Vietnam by coun-
tries and regions (USD billion): 1995-April 2018. Data source: GSO 2018;
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Legislation at the ASEAN level was not especially ample, and unlike the
European Union, ASEAN was much looser in terms of enforcing their
directive on member countries, as one of the founding principles of the
association was non-interference and action-taking at the national level
rather than directed by a core region-wide bureaucracy, which does not
exist in ASEAN (Lian and Robinson 2002). Historically, the only legally
binding document at the supranational level was the ASEAN treaty itself,
whose economic implications were not as significant as political clauses.
When it comes to foreign affairs, policy coordination at the regional level,
albeit carried out with increasingly sophisticated measures, was very lim-
ited. In strategic decision-making with powerful economies such as China
or the US, ASEAN was not a coherent block: member countries, when
weighing regional versus national interest, often favoured the latter. For
this reason, entering the Vietnamese market would not be complicated in
terms of legality.

Staying in the Vietnamese market is a different matter. According to the
Enterprise Survey, corruption indicators of Vietnam are relatively high
compared to other ASEAN countries, which coincided with low scores on
economic freedom as assessed by both the Fraser Institute (6.30 in 2016,
third quartile) and the Heritage Foundation (53.1 in 2018, ranked 141 in
the world). Given how trade volume increases every year as Vietnam aligns
itself with numerous international bodies (such as ASEAN) and has con-
cluded trade agreements with various countries, the most recent being
Trans-Pacific Partnership (TPP), limited economic freedom did not seem
to hinder economic growth in general. However, the high cost of
corruption could be taxing on smaller businesses in the market, which
directly contrasts with the Vietnamese government’s attempts on boosting
SME:s and the private sector in general.

China Trade and FDI

Vietnam belongs to the East Asian sphere of influence, as mentioned
above. Relations with China arguably have a more significant weight in
Vietnamese decision-making regarding economic matters as much as any
other. In fact, China has been a top exporter for nearly a decade (see
Fig. 3.4) with a 28.6% share of imports into Vietnam and figures among
Vietnam’s biggest markets with 12.4% of Vietnamese exported goods
heading to China in 2016 (GSO 2018).
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Fig. 3.8 Bilateral trade between Vietnam and China: 1998-Q4.2018 (million
USD). Data source: GSO 1998-2017; General Department of Customs (Q1.2018)

Trade between Vietnam and China grew significantly in the past two
decades, especially from 2010. It could be observed that the more Vietnam
trades with China, the higher the trade deficit on the side of Vietnam. In
fact, 1999 and 2000 were the only two years in which Vietnam had a slight
trade surplus of USD 73 million and USD 135 million, respectively, which
made up about 5% of the total bilateral trade volume. From 2007 to 2015,
the deficit was always hovering around 50% of total volume and on an
increasing trend, with the exception of 2011 (when the trade deficit was
at 36% total volume) and 2012 (deficit at 39% total). Given how China has
become Vietnam’s top import partner, Chinese imports seemed to be the
main source of the trade deficit in Vietnam. However, from 2016, the
trade deficit has shown signs of decrease despite total bilateral trade still
rapidly increasing. In fact, the ratio of trade deficit to total volume has
fallen from 50% in 2015 to 24% in 2017, the lowest since 2005 (Fig. 3.8).

China also contributed significantly to the tourism industry of Vietnam.
Tourism has always been one of the most important tertiary industries of
Vietnam: in 2017, the tourism industry earned a total of VND 510.9 tril-
lion (approximately USD 22 .4 billion), making up 10% of GDP. For this
reason, the fact that Chinese visitors accounted for over four million arriv-
als to Vietnam in 2017—nearly double the number of arrivals from South
Korea and five times that from Japan—added considerable weight to
China in its presence in the Vietnamese economy (see Table 3.2).
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Table 3.2 Top 12 countries of

origins of visitors by the number Country Arrivals

of arrivals to Vietnam in 2017 China 4,008,253
South Korea 2,415,245
Japan 798,119
Taiwan 616,232
United States 614,117
Russia 574,164
Malaysia 480,456
Australia 370,438
Thailand 301,587
United Kingdom 283,537
Singapore 277,658
France 255,369

Data source: Vietnam National Administration of
Tourism 2018

FDI from China into Vietnam was quite low but generally increasing in
the share of total FDI into Vietnam. This rising trend was, however, not
consistent, dropping to just over 2% in 2014, only to later shoot from
3.09% in 2015 to 10.8% in 2016 (see Table 3.3). The boost in the share
of Chinese investment in total FDI carried on into 2017. This is mainly
explained by the formalization of Chinese investments in Vietnam, many
of which were previously done through unofficial channels.

China FDI into Vietnam has been small in scale and concentrated in
labour-intensive industries, mining, and forestry. The majority of Chinese
investors and business owners do not regard the Vietnamese market as signifi-
cant. With the exception of business owners from the southern provinces of
China, the business class in China consider Vietnam to be backward and of
weak purchasing power. For this reason, it became common practice to supply
the Vietnamese market with low-quality, poorly manufactured commodities,
and in the case of food and beverage, some of which might even have expired.
As a consequence, most Vietnamese consumers were unaware of high-quality,
high-tech products from China and generally held the vision that Chinese
goods were cheap and of low quality. Trust was also rather limited in trade
relations and bilateral investment. The recent sharp increase in Chinese share
of FDI in Vietnam suggested a possible change in the attitude of both sides.

A specificity of Vietnam-China economic relations lies in Chinese com-
munities in Vietnam. The great majority of Chinese-owned businesses
operate on a family business model and was usually in close cooperation
with the Chinese community in Vietnam. Many of these businesses are
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also currently undergoing a generational shift. The first generation was
weathered entrepreneurs who had sustained their business through his-
torical changes—from the market economy under the Republic of Vietnam
in the south, to Hanoi’s victory and implementation of socialist central
planning, to the Diéi Méi reforms of 1986 and economic transition. The
current generation, gradually taking over family businesses, grew up when
Vietnam had already been unified and benefited from standardized, pro-
fessional training in business administration.

These communities and businesses constitute a significant part of the
Vietnamese economy. Chinese business owners dominate quite a few
brands of consumer goods and distribution networks, namely Thién Long
(stationery), Thanh Thanh Céng (sugar), Biti’s (footwear), My Hao
(detergents), Duy Tan (plastics), and so on. Most of these Chinese-
Vietnamese business owners are integrated into society and considered
themselves Vietnamese. This being said, a certain distance not only remains
between them and the Vietnamese society but also arise between them
and Chinese relatives outside of Vietnam. For this reason, political ten-
sions between Vietnam and China could perversely affect their productiv-
ity and, consequently, the economy. For instance, in 2014, the illegal
infiltration of the Chinese HD981 oil drilling platform into Vietnamese
maritime territory (Tuoitrenews 2014) and the surrounding controversy
sparked anti-China sentiments in the Vietnamese population (The Kha
2014; Mdc Lam 2014). This led to numerous demonstrations across the
nation, some of which resorted to brute force, such as the violent protests
in Binh Duong (VNExpress Reporters 2014 ). These events induced con-
fusion and fear among business owners of Chinese origins. Their usual
reaction, when faced with this kind of socio-political instability, was to
preserve assets by reducing firm production to minimal levels.

Economic relations between Vietnam and China are largely tied to pol-
itics. Given how significant China is to the Vietnamese economy, recent
tensions could be a source of concern. However, it is unlikely that either
side—China or Vietnam—would risk breaking the current relatively stable
relations (Nguyen et al. 2018).

Trade with Other Partners

Aside from China and ASEAN, notable trade partners include the EU and
US as shown in Figs. 3.5 and 3.6, but also Japan, South Korea, and
Oceania (Fig. 3.9).
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Fig. 3.9 Exports and Imports of goods by partner - 2018/4
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Fig. 3.10 Exports of goods to large partners: 1995-April 2018. Data source:
GSO 2018; Department of Vietnamese Customs 2018

The US and EU make up nearly 40% of Vietnam’s export volumes and,
as such, constitute Vietnam’s largest export markets. In terms of imports,
South Korea is the second biggest partner after China, followed by Japan.
It can also be observed that the more the trade volume has expanded, the
larger the share of these respective export and import partners grew
(Figs. 3.10 and 3.11). South Korea and Japan are not only large import
partners but also considerable contributors to the Vietnamese tourism
industry, as seen in Table 3.2 in the previous subsection.
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Fig. 3.11 Imports of goods from large partners: 1995-April 2018. Data source:
GSO 2018; Department of Vietnamese Customs 2018

In terms of FDI, South Korea and Japan have consistently topped the chart
as most significant investors into Vietnam. As of May 2018, South Korea has
invested in 6883 projects with an accumulated fund of over USD 59.5 billion,
making it the leading investor in Vietnam, followed by Japan with 3755 proj-
ects worth USD 50.6 billion in total (Foreign Investment Agency, hereafter
FIA 2018). Manufacturing is the most attractive sector (56.8% of total accu-
mulated FDI in 1992-2014) to Korean FDI, within which the electronics
industry is the most important sub-sector (25.6% of total accumulated FDI in
the same period). Most of this concentration of FDI in the Vietnamese elec-
tronics industry was accounted for by massive facilities factories set up by
Samsung Electronics (Oh and Mah 2017). While South Korea is still the long-
standing leading investor, Japan has taken the number one spot in terms of
FDI in 2017 with over USD 9.1 billion invested in Vietnam in total (FIA
2018), mainly in real estate activities, more specifically housing projects
(Tomiyama 2017). It should be noted that Japan and Vietnam are also both
members of the Trans-Pacific Partnership, which is expected to boost trade and
investment relations between the two countries. In fact, Vietnamese officials
have echoed these expectations as well as made promises of favourable condi-
tions for Japanese investments (VietNamNews 2018). As to whether Japan
would take over South Korea’s place as leading investor in Vietnam, the matter
is still ambiguous as statistics of the first five months of 2018 showed that South
Korea was once again top investor after placing after Japanin 2017 (FIA 2018).
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WHITHER THE VIETNAMESE MARKET EcoNOMY?

Macroeconomic Stability Under Political Influence

Macroeconomic stability has always been a main priority for the Vietnamese
government. Three main problems are to be tackled: inflation, the repay-
ment of public debts, and a high commercial lending rate.

The first issue to be addressed is inflation. Vietnam underwent a period
of high inflation after the end of the war, particularly from 1985 to 1988.
Prior to Déi M¢iin 1986, there had been numerous attempts at reforming
the stagnating economy under central planning. One such attempt was the
General Adjustment of Price-Wage-Currency reform package, which was
introduced in 1985 and resulted in enormous inflation rates that persisted
throughout the 1980s, reportedly hitting 587% at its peak (Dang 2008;
Vuong and Pham 2009). Nguyen (1999) has pointed out that the reason
for acute inflation during the 1985-1988 period was supply rigidity, espe-
cially in agricultural staples, due to the inefficient public sector under the
classical socialist model (Fig. 3.12).
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Fig. 3.12 The inflation rate, the annual per cent change of CPI, 1980-1999.
Source: World Economic Outlook Database 2018 (IMF)
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Inflation slowed down in the 1990s and despite being brushed by the
1997 Asian financial crisis, Vietnam re-emerged in 2000-2003 with
negative-to-modest inflation rates. Prices were sensitive to the world mar-
ket, as inflation could be seen to jump to two-digit rates during periods of
world crises, namely the 2007-2008 world financial crisis (23.1% in 2008)
and the 2012 Eurozone crisis (18.7% in 2011, 9.1% in 2012). From 2013
onwards, there has been a downward trend, but after inflation fell to under
1% in 2015, the rates abruptly picked up in 2016 (2.7%) and continued to
rise above 3% in 2017 (Fig. 3.7). This has been considered a success, as the
target set by the government for 2017 was to keep inflations under 4%
(the same goal applied to 2018 per Government Resolution 01 /NQ-CP
by Prime Minister Nguyen Xuan Phuc on January 2, 2018). This being
said, reports from IMF and Asian Development Bank (ADB) all forecasted
a rate of approximately 4% in the years to come. Since the beginning of
2018, monthly inflation rates have been fluctuating around 2.6-3.1% year-
over-year, according to data provided by the General Statistics Office of
Vietnam (GSO) on CPI progression (GSO 2018) (Fig. 3.13).
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Fig. 3.13 The inflation rate, the annual per cent change of CPI: 2000-2017.
Data source: World Bank; Asian Development Bank
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Vietnam’s 4% inflation was high compared to emerging economies
in the region, such as Lao PDR or Cambodia. Indeed, the Vietnamese
government recognizes inflation as a chronic problem, especially with
inflation inertia being the main determinant of high inflation rates
(Nguyen et al. 2012). The extant literature does not agree on how this
problem should be resolved. While Goujon (2006) and Nguyen et al.
(2012) suggest that restrictive monetary policy and fixed exchange
rates would help lower the rates of inflation, Pham and Riedel (2012)
argue that the financial sector should be liberalized to ensure macro-
economic stability. Vietnamese decision-makers have always leaned
more towards restrictions and fixed exchange rates, especially since
2008. One might expect shifts in policies as the new government led by
Prime Minister Nguyen Xuan Phuc was put in place after the XIVth
CPV Congress in 2016.

Another emerging issue is the repayment of public debts, attributed to
low-investment efficiency represented by higher ICOR (see Fig. 3.10) and
increasing trends in public borrowing. According to the 2017 Government
Report on Social Ecomomic Development, central government debts in
Vietnam added up to an equivalent of 62.6% of GDP. While the debt-to-
GDP ratio had dropped a few percentage points compared to 2016, debt
value had increased by VND 270 trillion (USD 11.8 billion) to over VND
3100 trillion (USD 140 billion). It is noteworthy that due to disparities in
accounting in Vietnam and international accounting standards, public
debts in Vietnam might have been higher than what official figures sug-
gested (Le 2016). Per capita debt was approximately USD 1000 /person,
which, despite being quite average in the region and modest compared to
countries such as Thailand, Malaysia, and Singapore, received much media
attention and public criticism. External debt was also significant, 45.2% of
GDP; the share of external debt was being reduced in government debt
structure, conforming to government strategy on public debt restructur-
ing following the prime minister’s decision numbered 958 /QD-TTg
(Fig. 3.14).

Le (2016) attributed this level of public debt to several main causes,
namely: demand for public spending exceeding economic growth; gov-
ernment borrowing in order to offset chronic public deficit; and ineffi-
cient investment, shown in Vietnam’s high incremental capital-output
ratio. Most official reports propose long-term, general measures such as
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Fig. 3.14 Incremental capital-output ratio (ICOR; constant 2010 prices) during
2005-2016. Data source: GSO 2017

improving budget revenues, reducing public expenditure, improving
efficiency in investment, and so on. However, the imperative need of
repaying existing public debts calls for short-term actions to be taken:
making use of the bond market and building a market for debt trading.

In the private sector, high commercial lending rates add to the issue of
inflation and recur as a threat to the system. Bad debt was also a key issue:
according to the 2017 General Financial Market Overview released by
the National Financial Supervision Commission, the rate of non-per-
forming bank loans over gross loans was 9.5% in 2017, which was three
times higher than the 3% goal set by the government, but an improve-
ment from the rate of 11.6% in 2016. Debt-ridden commercial banks are
inefficient, especially as a component of the transmission mechanism.
Resources have been concentrated in the restructuring of debt and of
malfunctioning banks; however, bad debts were an excuse, and it was
mainly the abuse of bank powers, cross-holding, and overbankedness that
has been addressed.
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Sustainability Assessment

In the recent decades, sustainable economic development, linked to
improving basic material living standards from ‘grassroots’ levels (Barbier
1987), has become the keyword in institutional reports across developed
as well as emerging economies. As an economy in transition, Vietnam
also saw arise the question of sustainability and use of resources. In this
section, we shall discuss matters related to uses of natural and social
resources.

A common saying in Vietnam holds that, ‘Forests of gold, seas of silver’
(Rarng vang, bién bac). This is a reference to the ample natural resources
with which the country is endowed: fertile lands and tropical climate in
favour of agricultural development and rich biodiversity; diverse geologi-
cal composition favouring the mining industry; natural gas exploitation
and oil rigs in the sea; and so on, to name a few. The mere richness of
natural resources reduces the incentive to shift the structure of export
products from primary to more secondary and tertiary. While very lucra-
tive, these industrial activities were not only taxing on the environment
but also induced a certain dependency on resources and in the mentality
of decision-makers. As such, issues regarding natural resources in Vietnam
have noteworthy specificities: political rulers, and sometimes even public
opinion, are less concerned with impacts on the environment itself and are
rather more focussed on immediate economic consequences. One such
example was the Formosa incident, the most prominent environmental
disaster in Vietnam in 2016.

Formosa, formally Formosa Plastics Group, was a Taiwanese conglom-
erate with two investment projects in Vietnam. The 2016 incident con-
cerned Formosa Ha Tinh Steel Corporation, situated in the Viing Ang
Economic Zone. In April 2016, mass deaths of both farmed fish and wild
fish were detected. Dead fish continued to wash up the shores in tons for
weeks, and seafood consumption had reportedly caused food poisoning
among people in the region. The incident was devastating for the con-
cerned Central Vietnam provinces, as it led to not only an enormous loss
in output for farmers but also instilled anxiety among the population and
was thus detrimental not only to the fisheries industry but also to tourism
in the region. Subsequent events revealed that the cause was indeed
severe water poisoning due to waste water containing illegally high con-
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centrations of cyanide, phenol, and iron hydroxide being dumped in the
sca by Formosa factories (Minh Ha and Déng Son 2016). This informa-
tion was made public in late June, two months after the first instance of
the incident.

Prior to this revelation, in the midst of national panic, action by the
government had been largely criticized as reticent and lacking in transpar-
ency. Public opinion had indeed shifted the focus of the controversy from
environmental destruction to government transparency. Even after the
formal apology and a compensation of USD 500 million by Formosa,
activists remained adamant (Nguyen and Vuong 2016), but only on the
issue of transparency rather than the environment. Conversely, over a year
later, as the heat of the controversy has died down, misuse of allocated
compensation funds by provinces directly damaged by the incident (Hai
Sam 2018) has received virtually no attention from activists.

Issues regarding social resources involve politics in an even more
profound manner. Most of the focus has been on capital investment, the
general mentality perceiving financial capital as topmost desirable in
boosting economic growth. This translates into a political rhetoric
rather in favour of subsidiaries and external investment, despite FDI net
inflow already at USD 12.6 billion (6.1% of GDP) as of 2016—quite
high compared to countries in the region such as Thailand (0.8% of
GDP), Malaysia (4.6% of GDP), or Myanmar (5.2% of GDP) (World
Bank 2018). Since 2013, Vuong has coined the term resource intoxica-
tion to characterize the phenomenon of the economy becoming eco-
nomically worse off despite increasing endowments of physical and
capital resources (Nguyén 2013) and the corporate sector being kept in
the downward spiral of low efficiency-poor performance (Vuong and
Napier 2014). Indeed, sustainable economic growth in the long run
concerned political and institutional structure (Woolcock 1998) and
social cohesion (Ritzen and Woolcock 2000), as well as higher produc-
tivity and higher labour quality, linked to education which has been
shown to be a determinant of growth (Chen and Feng 2000). Rather
than focusing on any of these determinants, however, the government
largely concerned itself with acquiring foreign investment and, recently,
with aligning the development of the country with the Fourth Industrial
Revolution.
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CONCLUSION

More than 30 years after the official launch of Déi Méithat allowed economic
freedom and market mechanisms to start flourishing, the socialist-oriented
market economy of Vietnam has apparently entered its final stages of transi-
tion. The Vietnamese Communist Party retains the monopoly of political
power and institutional reforms have been insignificant; for this reason, the
government remains powerful in terms of policy-making, facing no political
opponent. In addition, the legacy of a deeply Confucian society that had been
abruptly forced into modernity through colonization means a certain toler-
ance, even fondness, for state paternalism in the Vietnamese population.

However, despite the lack of political rupture and gradualism of
reforms, the Vietnamese economy has transformed completely. Central
planning was completely abolished in favour of a market economy—albeit
with minor price regulations for certain goods—resolving shortages and
economic stagnation in general. Foreign trade opened up to the world
with bilateral agreements and regional economic integrations, boosting
production and exports.

Faced with these changes, the Vietnamese people have been quick to
pick up consumerist behaviours, which may signify increased spending
capacity for certain groups of society, but should also serve as a warning,
given the economic vulnerability of a large portion of the population.
Policy-makers and consumers alike should not forget that it is difficult to
determine whether transition had truly ended or how a fully transitioned
economy should look like—especially considering the national specificities
of Vietnam. The economic growth Vietnam has experienced for the past
few decades has led to the formation of the Vietnamese plutocrats—strong
economic actors that are starting to gain influence over political actors as
well as inspiring entrepreneurship among younger generations. While the
establishment of a socially defined class of business owners remains far in
the future, it is clear that Vietnam’s economic growth will henceforth be
led not by the political power but the economic elite—the supercinss.

The Vietnamese economy has been characterized by high inflation,
high public debt, inefficient public spending, and trade deficits. As a small
and open economy, Vietnam is sensitive to prices in the world market,
which adds to the problem of inflation, and the large volume of imports
means a certain dependence on foreign supply. Vietnam depends little on
ASEAN—intra-ASEAN trade was, in fact, quite modest compared to
other member countries—and has had much more significant trade vol-
umes with China and the US.
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Fig. 3.15 Total accumulated FDI by economic activity as of May 2018 (USD
Million). Source: Foreign Investment Agency Vietnam 2018
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Table 3.4 State-owned enterprises under committee control

Corporation State Sector Ministry in control
ownership
SCIC 100% Finance Ministry of Finance
EVN 100% Energy/Electricity Ministry of Industry and Trade
Petrolimex 76% Energy/Fuel Ministry of Industry and Trade
PetroVietnam 100% Energy,/Petrol Ministry of Industry and Trade
Vinachem 100% Chemicals Ministry of Industry and Trade
Vinacomin 100% Energy/Coal Ministry of Industry and Trade
Vinataba 100% Tabacco Ministry of Industry and Trade
ACV 95% Transportation/Airport Ministry of Transport
VEC 100% Transportation/ Ministry of Transport
Infrastructure
Vietnam 86% Transportation /Airlines  Ministry of Transport
Airlines
Vietnam 100% Transportation/ Ministry of Transport
Railways Railways
Vinalines 100% Transportation/Marine  Ministry of Transport
Vinacafe 100% Agriculture Ministry of Agriculture and
Rural Development
Vinafor 51% Agriculture Ministry of Agriculture and
Rural Development
Vinafood 1 100% Food Ministry of Agriculture and
Rural Development
Vinafood II 51% Food Ministry of Agriculture and
Rural Development
VRG 75% Agriculture Ministry of Agriculture and
Rural Development
Mobifone 100% Technology & Ministry of Information and
Communication Communications
VNPT 100% Technology & Ministry of Information and
Communication Communications

Source: Article 9 — Chap. 2 — Decree 131,/2018/ND-CP (http://cmsc.gov.vn/documents/20181 /
34931 /Ngh%E1%BB%8B+%C4%91%E1%BB%8Bnh+131_08102018160309.pdf); Commission for the
Management of State Capital at Enterprises—Official Webpage (http://cmsc.gov.vn); Government
Portal—List of State-owned Enterprises (http://vanban.chinhphu.vn/portal /page/portal /chinhphu/
DoanhNghiep); Government Portal—Equitization and Modernization of State-owned Enterprises

(http://doimoidoanhnghiep.chinhphu.vn /thong-tin-doanh-nghiep.html)


http://cmsc.gov.vn/documents/20181/34931/Nghị+định+131_08102018160309.pdf
http://cmsc.gov.vn/documents/20181/34931/Nghị+định+131_08102018160309.pdf
http://cmsc.gov.vn
http://vanban.chinhphu.vn/portal/page/portal/chinhphu/DoanhNghiep
http://vanban.chinhphu.vn/portal/page/portal/chinhphu/DoanhNghiep
http://doimoidoanhnghiep.chinhphu.vn/thong-tin-doanh-nghiep.html)
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Table 3.5 Structure of exports by commodity groups: 1995-2005 (%)

Heavy industrial  25.3 28.7 28 279 31.3 372 349 31.8 322 364 361
products and

minerals

Minerals

Light industrial 284 29  36.7 36.6 36.7 339 357 40.6 42.7 41 41
and handicraft

goods

Agricultural 32 298 243 243 221 17.7 161 14.3 133 12.8 137
products

Forest products 28 29 25 2 1.5 1.1 12 12 1 0.7 08
Aquatic products 114 9.6 85 9.2 84 101 12.1 121 10.8 9.1 84
Non-monetary 0
gold

Source: GSO 2018

Table 3.6 Structure of exports by commodity groups: 2006-2016 (%)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Prel.
2016

Heavy industrial 36.2 34.4 37 309 31 358 421 45 44 454 453
products and

minerals

Minerals 11.5 12 107 82 7 3.8
Light industrial 41.2 42.6 39.8 44.8 46.1 41.6 37.8 37.8 394 40

and handicraft

goods

Agricultural 134 145 14.7 14.6 14.7 149 135 10.6 101 9.1 10.3
products

Forest products 0.8 0.8 07 08 11 13 12 14 13 14
Aquatic 84 77 72 75 7 63 53 51 52 41 4
products

Non-monetary 0 0 06 14 01 01 01 01 0 0
gold

Source: GSO 2018
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Table 3.7 Structure of imports by commodity groups: 1995-2005

137

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Machinery, 25.7 27.6 30.3 30.6 299 30.6 30.5 29.8 31.6 28.8 25.3
instrument,
accessory
Fuels, raw 59.1 60 59.6 61 61.7 632 61.6 62.3 60.6 64.5 64.4
material
Consumer goods 152 124 101 85 84 62 79 79 78 67 82
Food 0 0 0 0 0
Foodstuffs 35 29 21 24 25 19 3 25 24 24 3
Pharmaceutical 09 19 31 28 23 22 2 1.8 16 14 14
and medicinal
products
Others 108 7.6 5 32 36 21 3 36 38 29 37
Non-monetary 2.2
gold
Source: GSO 2018
Table 3.8 Structure of imports by commodity groups: 2006-2016

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Prel.

2016

Machinery, 24.6 28.6 28 31.6 29.6 29.6 35.1 382 38.1 432 414
instrument,
accessory
Fuels, raw 634 619 60.8 58.6 594 59 55.8 52.6 53 479 497
material
Consumer goods 7.8 74 78 93 99 95 9 91 88 88 89
Food 0 0 0 0.1 0 0 0 0 0 0
Foodstufts 28 25 28 3 33 35 33 35 37 38
Pharmaceutical 1.3 12 11 17 16 15 16 15 14 14 15
and medicinal
products
Others 37 37 39 45 5 45 41 41 37 36
Non-monetary 42 21 34 05 1.1 19 01 01 0.1 0.1

gold

Source: GSO 2018
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NOTES

1. The nomenklatura system consists of lists of positions over which party
committees exercise the power of appointment, with lists of reserve cadres
for positions as well as processes for making the appropriate personnel
changes.

2. He and his wife co-founded the predecessor of Vingroup in Ukraine.
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