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Introduction
Although Vietnam is still far behind the leading East and Southeast
Asian countries, it has compiled an impressive record of transition from
a socialist planned economy focused inward towards a market-orientated
economy seeking its place in world trade. Vietnam faces new challenges
as it has joined the Asean Free Trade Area (AFTA) and the World Trade
Organization (WTO), and as the international economic environment
changes. The appropriate development strategy and its potential call for
discussion.
In this paper, we study Vietnam’s growth strategy and accomplishment.
We consider the Vietnamese experience in light of the controversies about
‘accumulation vs assimilation’ and ‘non-intervention vs governing the
market’. Then, we consider the implications of Vietnam’s relationship to
international economic institutions (AFTA and WTO) and with key trade
partners, namely the United States, Japan and China. We also discuss the
effects of the current global economic recession on Vietnam, and conclude
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with some brief remarks on Vietnam’s future and policies for continued
development.

Vietnam’s growth experience and strategy
Vietnam contrasts with other East Asian economies in that it remained
in the Soviet orbit from the perspective of economic organisation and
trade until the late 1980s. Following the end of the Vietnam War in 1975,
Vietnam extended its centrally planned economy with state ownership to
the entire country.1 The US embargo closed the Vietnamese economy to
trade and investment with the West. The inability of the system to produce systematic economic progress, a crisis related to crop failure and cutbacks in foreign assistance in 1979–80 led to what one author calls ‘reform
experiments’ (Vu 1999) in the 1980s.
In 1989, the Renovation Policy (Doi Moi) was a vigorous and significant
turn away from planning and central control towards gradual establishment
of a market-based system open to foreign trade and foreign investment.
The first phase of Doi Moi was tilted towards the state sector, while Doi
Moi 2 during the most recent ten years created improved opportunities
for private entrepreneurship and for participation in world trade (Leung
2009).
In agriculture, contractual quotas assigned to households replaced centralised management by cooperatives. Farm products could be bought and
sold freely on the market, giving farmers incentives to produce beyond
their assigned quotas. This represented a first step towards eventual
privatisation of agriculture. In industry, beginning in the early 1980s,
state-owned enterprises were allowed to carry on production and sales on
the market outside the limits of the plan. This was followed by splitting
state-owned enterprises out of the government budget and eliminating
subsidies to wages.
In 1989–90, the government began the process of dismantling restrictions on private entrepreneurship and providing a legal framework for
private enterprises. Private business was encouraged in urban areas, but
many of the fledgling firms, particularly those operating in the commerce
and services sectors, have remained very small. Moreover, the share of
state-owned enterprises in total product remained near 40%, a very high
1

For a detailed discussion see Vylder and Fforde (1996) and Vu (1999).

178

WORLD ECONOMICS • Vol. 11 • No. 2 • April–June 2010

To read the remaining 20 pages of this article,
please Log In or Subscribe to World Economics.
Log in at: https://www.worldeconomics.com/Pages/SubscriberLogIn.aspx

New to World Economics?
Register online here:
https://www.worldeconomics.com/Information/Subscriptions.aspx

