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FOREWORD  
 
 
 
 
 

Each year the Working Group of Economic and Commercial Counsellors of the European Union publishes a 
report on the economy of Vietnam. This “Green Book” aims to provide the private sector as well as 
European institutions and governments with an analysis of the recent economic performance of Vietnam as 
well as an overview of the development in certain sectors of the Vietnamese economy. The “Green Book” is 
not an official publication of the EU. It is a joint initiative of the EU Embassies and the Delegation of the 
European Commission in Viet Nam. 
 
The publication covers a wide range of issues and consists of three parts: 
 
The first part is dedicated to a general overview of the most important developments in Viet Nam in 2007. It 
features an overview on the economic performance of Vietnam as well as an analysis of major economic 
indicators such as foreign trade, investment, employment as well as sectoral and monetary policies. 
 
The second and third parts provide information about industries on the one hand (garments and textiles, 
footwear, fishery products, agro-industry and alcoholic beverages, pharmaceuticals, machinery and financial 
services) and the development of infrastructure on the other hand ( air traffic, land transportation, harbours 
and marine transport, IT and telecommunications, energy, the environment and construction and real estate)  
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GLOSSARY OF ACRONYMS 

 
 
ADB   Asian Development Bank 
ADSL   Advanced Digital Subscriber Line 
AFTA   Asean Free Trade Area 
AIA   American Insurance Association 
ASEAN  Association of South East Asian Nations 
BCC   Business Cooperation Contract 
BOT   Built-Operate-Transfer 
BP   British Petroleum 
BTA   Bilateral Trade Agreement 
C/O   Certificate of Origin 
CDMA  Code Division Multiple Access 
CEPT   Common Effective Preferential Tariff 
CIEM   Centre for Institutional and Economic Management 
CIF   Cost, Insurance, Freight 
CNC   Centre of Numeric Control 
CPI   Consumer Price Index 
DANIDA  Danish Agency for Development Assistance 
DGPT   Department General of Post and Telecommunications 
DSL   Digital Subscriber Line 
EC   European Commission 
EVN    Electricity of Vietnam 
EU   European Union 
FAO   Food and Agricultural Organisation 
FDI   Foreign Direct Investment 
FIE   Foreign-Invested Enterprise 
GDP   Gross Domestic Product 
GOV   Government of Vietnam 
GSO   General Statistics Office 
GSP   Generalised Scheme of Preferences 
HCMC   Ho Chi Minh City 
HSBC   Hong Kong and Shanghai Banking Corporation 
HP   Horse power 
IDA   International Development Association 
IFI   International Financial Institution 
IL   Inclusion list 
IMF   International Monetary Fund 
IMI   Institute of Machinery and Industrial Instruments 
IPR   Intellectual Property Rights 
ISP   Internet Services Provider 
IT   Information Technology 
JV   Joint Venture 
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KT   Korea Telecom 
LDC   Least Developed Country 
LEFASO  Vietnam Leather and Footwear Association 
MFN   Most Favoured Nation 
MPI   Ministry of Planning and Investment 
MPT   Ministry of Post and Telematics 
NGO   Non-Government Organisation 
NPL   Non-Performing Loan 
NTB   Non-Tariff Barrier 
ODA   Official Development Assistance 
OLAF   European Anti-Fraud Office 
PNTR   Permanent Normal Trade Relations 
PRGF   Poverty Reduction and Growth Facility 
PRSC   Poverty Reduction Support Credit 
R&D   Research & Development 
SBV   State Bank of Vietnam 
SCB   Standard Chartered Bank 
SER   Special Economic Region 
SME   Small and Medium Enterprises 
SOCB   State Owned Commercial Bank 
SOE   State Owned Enterprise 
SRV   Socialist Republic of Vietnam 
TBT   Technical Barriers to Trade 
TEL   Temporary Exclusion List 
TRIPS   Trade Related Aspects of Intellectual Property Rights 
UCLAF  Anti-Fraud Coordination Unit 
UNCTAD  United Nations Conference on Trade Development 
UNDP   United Nations Development Programme 
USBTA  United States Bilateral Trade Agreement 
VAT   Value Added Tax 
WB   World Bank 
VINATEX  Vietnam Garment and Textile Corporation 
VITAS   Vietnam Textile and Apparel Association 
VINACOAL  Vietnam Coal Corporation 
VNPT   Vietnam Post and Telecommunications Corporation 
VIETTEL  Vietnam Military Telecommunications Company 
WTO   World Trade Organisation 
YOY   Yean-On-Year 
 
Currencies 
 
EUR or €  Euro 
USD or US$  United States Dollar 
VND   Vietnam DongE 
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1.1 Overall Economic Performance in 2007 

 

a) Introduction 
The year 2007 witnessed a set of important economic achievements and the emergence of certain challenges 
in Vietnam’s first year after WTO accession.  Vietnam is striving to stay afloat amidst the overheating 
tensions inherent in being the second fastest growing economy in Asia (GDP growth 8.48%) and one of the 
largest recipients of Foreign Direct Investment (US$20.3 billion) against the backdrop of rising oil and food 
prices which are causing rampant inflation (Consumer Price Index at 12.63%) and a large trade deficit 
(US$12.4 billion, nearly 26% of all export turnover). 

As noted hereunder, the EU Commercial Counsellors feel that inflation is an issue of concern but, by no 
means, unique to Viet Nnam. Many countries, some of which have higher levels of development are 
registering higher relative inflations rises.  More importantly, some of the inflation is due to the excess of 
liquidity provoked by large FDI flows as well as to factors external to Vietnam, such as international high 
global oil prices.   In this sense, some of these features are temporary and will be remitted in due time. 

Also of a temporary nature is the trade deficit of Vietnam, which has often been partly blamed for 
contributing to “importing inflation”.  While this may be true to a marginal extent, the Commercial 
Counsellors feel that the trade deficit, which is mainly attributed to imports of machinery, steel and refined 
oil is not structural to Viet Nam’s economy. Indeed, it is believed that, with the forthcoming completion of 3 
oil refineries (which will largely eliminate imports of refined oil) and the gradual solidification of Vietnam’s 
industry (which will require less machinery) and infrastructure/real state (which will reduce demand for 
steel), Viet Nam will soon be able to move to a trade surplus. 

With respect to trade, 2007 figures cement the EU’s position as the premier commercial (trade and 
investment included) partner of Viet Nam.  The EU remains the second export market for Vietnamese 
products and the second investor in terms of cumulative disbursed capital, which slightly redresses the EU’s 
trade deficit with Vietnam by a moderate increase in imports.  

Most other economic areas (budget deficit, poverty reduction, labour market etc), including a hitherto 
somewhat erratic monetary and fiscal policies, appear to be managed now on a moderately sound basis.  
Investment, however, remains an area for concern, as the ratio of disbursement is stabilising at alarmingly 
low levels: 40% of commitments only.  Given that the overall levels of commitments are increasing, US$8 
billion of disbursement is progress, partly due to the effort in improving the overall regulatory framework 
for business activities in line with WTO rules.  At the same time, the 60% gap shows that there is ample 
leeway for improvement which should include an even larger effort in reducing red tape and strict adherence 
to WTO commitments and obligations 

One of the remaining challenges for Viet Nam will be how to maintain current levels of FDI to continue to 
fuel present growth rates.  It is submitted that Vietnam should continue the pace of trade liberalisation, 
including the conclusion of ongoing Free Trade Agreement negotiations with major trading partners 
including the European Union.   
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b) Growth 

Some of the best news for Viet Nam in 2007 relates to GDP growth which reached 8.48%, only second to 
China1 in the Far East and which met the government target of 8.2%-8.5%. Industry and construction and 
services have been the two main drivers of economic growth, each contributing 4.34% and 3.50% 
respectively to the GDP increase. Meanwhile, agro-forestry and aquaculture only added 0.64% to economic 
growth. The latter results both from recent natural disasters and animal diseases as well as from the 
government’s policies to shift the focus of the economy towards higher value added economic sectors. 

c) Inflation 
In 2007, the Consumer Price Index (“CPI”) skyrocketed to an annual 12.63%, the highest level in 15 years.2  
Foodstuffs constitute the lion’s share, some 42% of the CPI basket; they rose by 21.16% in 2007, close to 
the rise in rice prices.   

Inflation is a world-wide problem and, while Viet Nam’s figures may look striking, they are not so different, 
in relative percentage, to those offered by other more developed economies.  In the case of Vietnam, high 
inflation is chiefly due to a combination of internal and external factors including the surge in world prices 
of raw materials, poor weather and flooding, and deficient monetary policies. 

Vietnam’s economy has already been overheating: credit expansion above 30% and massive securities and 
bond issuance in the first half of 2007 fuelled speculation in securities and real estate and contributed to the 
record of 41.5% outstanding loans of Vietnamese banks. Money supply3 grew 23.4% in 2005, 33.6% in 
2006, and 53.8% in 2007 while the combined GDP 2005 – 2007 rose by 25.09%. Excess liquidity was also 
due to massive external investments: new FDI commitments in 2007 were US$20.3 billion, and the State 
Bank of Vietnam pumped more than 140 trillion4 dong (16,000 = 1$) into circulation to absorb the 
oversupply.  Natural disasters – storms, flooding - and epidemics (i.e. pig disease; bird flu) all contributed, 
with up to 90% of the rice crop and part of the cattle herds destroyed by cold and floods over the winter, 
mainly in the north and in the central highlands.  

As Viet Nam is already strongly integrated into the world economy, raw materials for the footwear and 
textiles sectors – which constitute 80%-90% of all raw material imports – had a strong effect; and the 
Government’s decision to stop subsidising fuel prices led to a jump in energy costs [2007 vs. 2006: 
electricity: +7.6%; coal: +10%-20%; refined petroleum: +23.8%; diesel: +18.6%; mazut: +41.6%].    

However, Viet Nam is also one of the IMF's  “moderate gainers” from increases in the world price of 
foodstuffs, improving by 0.54% of 2005 GDP, since it is in normal years one of the largest agricultural 
exporters of  rice, coffee, peppers and cashew nuts.  However, it should be noted that for this phenomenon 
to be realised, it takes some time, as the majority of Vietnamese exporters and farmers achieved their sales 
contracts when world prices were at bottom. Lack of appropriate stores for stockpiling and the poor 
transportation system, combined with natural disasters, prevented them again from taking a vision-led 
business decision although the scarcity of food was well predicted at the beginning of 2007.  It is only in the 
first quarter of 2008 that exports of rice have generated US$ 775 million, a 72% increase.  

The inflation rate during the year surpassed the interest rate which bankers pay for deposits. While the 
annual deposit rate in 2007 was only under 8%, the double  digit  CPI  of  12.63%  has  discouraged  people  
                                                 
1 Asian Development Outlook 2007 published by the Asian Development Bank estimates GDP growth in 2007 for regional 
countries: China +11.2%; Vietnam: +8.3%; Singapore: +7.5%; the Philippines: +6.6%; Indonesia: +6.2%; Malaysia: +5.6%; and 
Thailand: +4%. 
2 This tendency has persisted and aggravated during the first quarter of 2008, when CPI surged to a record 16.38% year-on-year, 
an increase of 9.19% in the first quarter of 2008. Latest estimates y-o-y up to now, put the increases at over 20%. 
3 Data from the National Advisory Council for Finance and Monetary Policies, April 2008. 
4 Data from State Bank of Vietnam, October 2007. 
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from putting their savings in the banks but they are investing money in risky securities and in real estate 
deals. This is now threatening the viability of some State companies, which have made large short-term 
stock-related investments now turning sour. To make matters worse, easy initial profits earned from the 
bubbles have led to spending sprees among certain groups of the population which, in turn, drove the CPI 
higher. 

d) Trade Deficit 
For 2007, Vietnam registered a trade deficit of some US$12.4 billion, 2.5 times higher than the 2006 figure 
and representing 25.7% of the year’s export turnover. It should, however, be noted that the importation of 
machinery and equipment alone, which accounted for 17.1% of the total trade value, was responsible for up 
to 23.5% of the overall increase in the trade deficit. It is submitted that, while the increase in imports might 
have had a marginal effect in compounding the problem of inflation – the so-called “importation of 
inflation” effect— the trade deficit might well just be a feature of Viet Nam’s development process which 
will be overcome as the machinery and equipment is utilised to boost the export performance of the country.  

Likewise, imports of refined oil will subdue when the first of the new 3 refineries is to be completed in one 
or two years.  Imports of machineries and steel are necessary to maintain Vietnam’s effort to build a solid 
industrial base and infrastructure.  Yet, these one-off costs should be remitted overtime. 

Some protectionist reactions have been triggered by the surge of imports of certain consumer goods such 
as automobiles (more than a 100% increase). Yet, it is submitted that the increase in sales of these goods is 
not solely related to cheaper prices but to a higher standard of living of Vietnamese citizens (some US$850 
per capita), propelled by the excess of liquidity in the markets, a somewhat moribund stock exchange and 
caps in interest rates on savings. 

e) Currency 
The State Bank of Vietnam, the Central Bank, in an effort to strengthen the export performance of Vietnam, 
mostly succeeded in maintaining a 1% depreciation of the dong in nominal terms against the US$ for 2007. 
However, the local currency started appreciating against the US$ during the fourth quarter of the year,5 thus 
frustrating the Government’s efforts and compounding the trade deficit, as many Vietnamese exporters were 
not hedged against international currency fluctuations. 

f) Budget Deficit 

Most other macroeconomic variables, excepting the Consumer Price Index, remain in control. The budget 
deficit showed a minimal increase of 0.02% to stabilise around 5%. The total State budget revenue 
accounted for 25% of the GDP, or a 16.4% year-on-year increase owing to the significant rise in corporate 
and personal income taxes (+10.3% and +37.2% respectively). On the other hand, the Government 
reaffirmed its expansionary fiscal stance and spending was 17.9% higher than in the previous year -- 6.5% 
higher than the annual target. This was mainly due to a 19.2% increase in much needed infrastructure 
investment and a 20.5% rise in budget allocations for the payment of foreign debts.  

 

 

 

 

 
                                                 
5 At certain period of time by the end of 2007, the dong was even 0.25% higher in nominal value than the level at the beginning of 
2007 due to the surplus of the US dollars in the local market 
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Foreign Direct Investment by Sector, 1988 - 2007 
(by 22/12/2007 – including projects still in effect only ) 

 

Sector No of 
projects 

Total 
investment(US

D million) 

Share of 
total 

investmen
t (%) 

Legal capital 
(USD million) 

Disbursement 
(USD million) 

Industry and 
construction 

5,745 50,030 60.20 20,877 20043 

Crude oil & Gas 38 3,862 4.65 2,305 5148 

Light Industry 2,542 13,269 15.97 5,874 3639 

Heavy Industry 2,404 23,977 28.85 9,256 7049 

Food Processing 
Industry 

310 3,622 4.36 1,611 2058 

Construction 451 5,301 6.38 1,831 2147 

Agriculture 933 4,465 5.37 2,119 2027 

Agriculture & 
Forestry 

803 4,015 4.83 1,871 1857 

Aquatic 130 450 0.54 248 170 

Up to 76.1% of the budget deficit was covered by domestic loans and the remaining 23.9% by foreign debts. 
Vietnam’s foreign debts remained at a safe level of US$22.4 billion, equal to 30% of GDP.  The 
international balance of payments witnessed a high surplus, resulting in increased reserves. Vietnam’s 
foreign reserves, including gold, 
was up from US$12 billion in 
2006 to US$21.6 billion in 2007 
equal to 30.2% of GDP or import 
spending for 3.3 months.  

g) Investment 

Services 1,912 28,609 34.43 12,540 7167 

Transportation & 
lecommunicati
 

208 4,287 5.16 2,751 722 
Te
on

Hotel & Tourism 223 5,884 7.08 2,540 2401 

Finance - 
Banking 

66 897 1.08 827 715 

Export– 
dustrial zones 

28 1,406 1.69 517 576 
in

Culture, Health 
Care & 
Education 

271 1,249 1.50 573 367 

New City 9 3,478 4.18 945 111 

Office & House 
Rental 

153 9,263 11.15 3,444 1892 

Other Services 954 2,145 2.58 943 383 

Total  8,590 83,104 100.00 35,535 29237 

Source: Foreign Investment Agency – Ministry of Planning & Investment 

                                                

2007 was a good year for 
Vietnam in terms of new foreign 
direct investment (FDI) as the 
country lured a historical high of 
US$20.3 billion in commitments, 
almost equivalent to the entire 
accumulative amount for the 
entire period of 2001 – 2006.6 
WTO accession largely 
contributed to increased foreign 
investors’ confidence in 
Vietnam’s business environment, 
the establishment of a level 
playing field with domestic 
companies and improved 
transparency and the quality of 
the regulatory framework. Up to 
42% of the yearly amount7 was 
committed to real estate 
development projects, reflecting 
the critical lack of quality hotels 
and resorts needed for the 
surging number of foreign 
tourists (an increase of 18% to a total of 4.23 million)8 as well as a response to local demand, especially city 
dwellers who can pay more for larger and better houses and apartments.  

 

 
6 This also represents well above one fifth of the total committed FDI6 over the past 20 years since Vietnam launched its doi moi 
(reform) process.  Data from the Foreign Investment Agency of the Ministry of Planning and Investment, January 2008: 
committed FDI for the period 1988 - 2007 stands at US$98 billion. 
7 As of 22 December 2007, 1445 projects were licensed with a committed investment of nearly US$17.86 billion. If including 
US$2.47 billion of addition capital injections in 379 FDI existing projects, the total committed FDI for the year came to US$20.3 
billion, representing a 69.3% increase from the previous year and 56.3% larger than the initial annual target. 
8 Data from Vietnam Statistics Office [GSO], December 2007: foreign visitors to Vietnam during 2007 mainly from China 
[number of visitors: 574,600; annual increase 2007 vs. 2006: +11.3%], South Korea [475,400; +12.7%], the USA [408,300; 
+5.9%], Japan [418,300; +9%], Taiwan [319,300; +16.2%], and Australia [224,600; +30.2%. Notably, tourists to the country 
from Italy, The Netherlands and Belgium in 2007, although did not make up a large proportion in terms of number, showed a 
substantial increase in spending8 during their stay in the country. Their spending grew 43%, 37.9% and 32.5% respectively as 
compared to the 2006 figures 
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On the negative side, it should be noted that last year only saw disbursements of around US$ 8 billion. While 
this implies more than the doubling of the absolute amount of disbursed FDI, it still represents a worrying 
60% gulf between commitments and disbursements. While some of these disbursements  need  to  

follow a time-span inherent in the life of a project, delays caused by red-tape, particularly in the real estate 
sector, of more than 2 years, need to be addressed urgently. 

 Overall, the 2007 ratio of investment (domestic and foreign combined) to GDP was 40.4%, a 0.4 percentage 
point lower than in 2006, but 15.8% higher than in the previous year, in absolute terms. The total of US$32.24 
billion9 includes some US$12.5 billion from the State sector, nearly US$11.74 billion from the private sector, 
and over US$8 billion 
from implemented FDI. 
The non-State share of 
investment continued 
to rise and accounted 
for 61.23% of the total 
social investment, 
reflecting the growing 
influence and maturity 
of the private sector in 
the economy. This 
confirms Vietnam as a 
viable alternative to  

China and an 
opportunity for risk 
diversification.While the EU has made only a modest contribution to new commitments in 2007, the 
contribution to total disbursed capital remains high.  While actual figures remain unavailable from local 
authorities, it is estimated that the EU continues to rank 2nd, after Japan, in terms of total disbursements 
nearing US$ 5 billion. 

It is also of paramount importance to analyse the role of the stock exchange in channelling indirect foreign 
investment in Vietnam.  The VN index has been in turmoil in recent times as it descended, in December 2007, 
from a market capitalisation of about US$31.25 billion (249 listed codes and 800 points) to a market 
capitalisation of some US$20.27 billion (283 listed codes and 500 points).   

While many have lived through this as a real drama, things should be put in perspective. Vietnam's market 
capitalisation today is 4 times larger than 2 years ago and the stock exchange plays an invaluable role in 
channelling investment (estimated at around US$ 7 billion) to some 283 listed companies concentrated in 
construction, industrial goods and services, and the exploitation of natural resources. 

The stock market, together with the inward remittances, have increased the availability of capital for Vietnam 
to ensure stability in Vietnam’s national balance of payments. However, many have fallen into the temptation 
of easy-money making in stocks, including a number of State Owned Enterprises that, altogether, by late 
2007, had invested 37% of their capital into securities, banking and real estate rather than focusing on their 
core business activities. This negatively affected their solvency and, in some cases, even threatened their 
economic viability.  

 
                                                 
9 GSO figure is VND461.9 trillion – exchange rate: US$1 = VND16,000. In April 2008, the Ministry of Planning and Investment 
revised the estimated disbursed FDI in 2007 from US$4 billion to over US$8 billion. The sizable difference of US$4 billion 
between the two estimated figures add up to VND64 trillion to the overall investment in Vietnam economy for 2007.  
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h) Business Environment 
In 2007, around 59,000 private companies were established. This reflects the continued improvement in the 
business environment as a result of pro-business legislation such as the Common Investment Law and the 
Unified Enterprises Law that created a level playing field between local and foreign firms. Since 2000, more 
than 259,000 new companies have been set up, many of them Small and Medium Enterprises. During the 
past year, the number of firms operating in the financial and banking sector rose significantly as a result of 
the ongoing privatisation of State-owned commercial banks but also by the worrying tendency of large 
domestic conglomerates to “have their own bank.” To date, there are 105 commercial banks10 operating in 
different financial fields together with 53 representative offices of foreign banks in an economy where less 
than 6 million people have bank accounts. More generally the booming of equities’markets following the 
implementation of the Government’s commitment to “equitisation” of State-owned enterprises has led to a 
mushrooming of securities companies (more than 80) that may undergo some correction as a result of the 
current crisis.  

2007 has witnessed the emergence of some of the first difficulties of Vietnam regarding WTO 
implementation.  Some of these have already been solved in the first quarter of 2008 but some remain open. 
The Ministry of Industry and Trade in April 2008 issued Circular 05/2008, which revised Circular 09/2007 
of July 2007. The new Circular allows foreign invested enterprises to select more than one distributor 
for distribution of their imported goods, after countless representations during 2007 by the EC Delegation 
in Vietnam, DG TRADE, EU Member States, Eurocham and most of the international business community, 
thus implementing paragraph 147 of the Report on Vietnam’s WTO Accession. After hard work during the 
course of last year with regard to Vietnam’s commitment to allow 100% foreign owned subsidiaries in the 
banking sector by April 2007, PM Dung announced,11 during his visit to the UK in March 2008, that HSBC 
and Standard Chartered Bank were to receive the pertinent licenses in principle.  To some dismay, 
however, the Central Bank (SBV) has yet to issue such licenses. Last but not least, a long awaited,12 new 
regulation on the criminal enforcement of Intellectual Property Rights’ infringement was published in 
February 2008. Regrettably, the inter-circular 01/2008 establishes a number of requirements to trigger a 
criminal prosecution that are not matched by penalties with a sufficient deterrent effect. 

i) Reduction of Poverty 
The robust growth of the private sector helped create 1.6 million new jobs (close to the Government target 
and off-setting the approximate number of youngsters joining the labour market every year) significantly 
contributing to bringing the percentage of the population below the poverty threshold to a commendable 
14.75% in 2007 - from 18.1% in 2006. Nevertheless, the Government’s endeavour in improving the living 
standard of the poor in rural areas remains insufficient. Large numbers of households in the Northern 
provinces of Lai Chau (55.32%), Dien Bien (40.77%), Ha Giang (39.44%) and Bac Kan (37.80%) do not 
come above the self-defined, lower-than-UN standards, Vietnamese poverty thresholds.  

j) Labour Market 
Vietnam managed to stabilise urban unemployment at around 4.64% - 0.27% up from 2006. Overall, the 
private sector played a crucial role in employment generation, employing as many as 39.4 million workers 
out of the 46.6 million Vietnamese people of working age.  

 

 

                                                 
10 Data from the State Bank of Vietnam, April 2008: Vietnam has six State-owned commercial banks, 35 urban commercial share 
holding banks, 37 branches of foreign commercial banks, five joint venture banks, nine financial companies, 13 financial leasing 
companies, and 53 representative offices of foreign banks. 
11 EC President Jose Barosso in his visit to Vietnam last November flagged the issue to Premier Nguyen Tan Dung. 
12 Vietnam indicated that the regulation “was being drafted” at the time of WTO accession, in October 2006. 
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The labour export strategy of the Government has brought about the initial success of meeting the target of 
sending 80,000 guest workers abroad during the year.13 Inward remittances sent back home by Vietnamese 
labourers working overseas were estimated at US$1.6 billion, as part of the huge inward remittances of 
around US$5-US$7 billion coming from all overseas Vietnamese.  It should be noted that overseas 
Vietnamese not only bring in remittances that play a key role in compensating for the trade deficit but are 
also instrumental in improving the overall skills of the labour force, the transfer of technology and know-
how. 

After persistent requests by the international community, the presence of foreign workers in Vietnam has 
been eased with the recent removal of the 3% cap on foreign workers. 

1.2. Foreign Trade 

December 2007 exports 
% change yoy

2007 saw another year of sizable growth in trade with the country’s total import-export value reaching 
US$109.2 billion, 28.9% up from 2006. Exports showed a solid growth of 21.5% year-on-year reaching 
nearly US$48.4 billion. There were two major reasons behind Vietnam’s good performance in exports: (i) 
increased demand for commodities and input materials, and (ii) the rise in prices of a variety of products 
such as rice, rubber, black pepper and coffee.  

-2

With respect to exports, in spite of the 
contraction of oil and gas production, exports 
of crude oil netted nearly US$8.5 billion 
(2.6% year-on-year rise in value), partly due 
to the increase in world oil prices. 2007 saw a 
dramatic expansion of apparel sector exports, 
earning nearly US$7.8 billion - a 33.4% 
increase year-on-year. The other eight top 
export earners comprise: footwear (2007 
export turnover: nearly US$4 billion; +10.3% 
year-on-year), sea food (US$3.8 billion; 
+12.9%), wooded products (US$2.4 billion; 
+22.3%), computers & electronic products (US$2.2 billion; +27.5%), coffee (US$1.8 billion; +52.3%), rice 
(US$1.4 billion; +13.9%),
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a) Export-Import Structure by Items 

14 rubber (US$1.4 billion; +8.8%) and coal (US$1 billion; +11.3%). 

In addition, 2007 witnessed the further expansion of the country’s exports of services which grew 18.2% to 
US$6 billion when compared to 2006. The total value of the country’s imported and exported services was 
estimated at US$12.4 billion representing a 21.6% year-on-year increase. Nonetheless, a majority of 
Vietnam’s key export commodities remained labour-intensive and low value-added.  

It should also be noted that such export performance owes a great deal to the outstanding performance of 
foreign invested  enterprises  (FIEs)  and  better  efficiency  in  the  operation  of  State  Owned  Enterprises  

 

 
13 Malaysia remained the largest recipient of Vietnamese guest workers employing around 23,500 Vietnamese labourers, 
followed by Taiwan [18,500], South Korea [10,200], Qatar [4,600], Japan [3,500] and Macao [2,000] and others. Vietnamese 
guest workers mainly work in such professions as food processing, garments, construction, electricity and housework for an 
average monthly pay from US$150 to US$1500. Incidentally, Vietnam successfully opened the door for its guest workers to a EU 
Member State in 2007 with around 400 labourers going to the Czech Republic under three-year contract to work in construction 
and the textile industry. 
14 As the world’s second largest rice producer, Vietnam in 2007 further consolidated its position and has mulled the possibility of 
establishing a rice exporting alliance with Thailand and India based on the fact that the three countries supply up to 60% of world 
rice exports. 
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(SOEs), which accounted for 57.5%, and nearly 42.5% of the entire turnover Vietnam obtained from exports 
in 2007, or a 20.9%, and 22.3% year-on-year increase respectively.  

Imports in 2007 jumped to US$60.8 billion, a substantial increase of 35.5% when compared to the 2006 
figure.15 The trade deficit rose to an alarming US$12.4 billion which equals 25.7% of total two-way trade 
value. This is nearly 2.5 times higher than the 2006 deficit of US$4.8 billion.16  

There are several reasons behind such an expansion of the deficit. First, the solidification of Vietnam’s 
industrial base demanded an intense importation of machineries.  As indicated above, the importation of 
machineries and equipment alone in 2007 accounted for 17.1% of total imports’ value and was responsible 
for 23.5% of the overall increase in imports. This is, by and large, the most important sector for an increase 
in imports. 

Second, global prices of many key commodities for Vietnam’s economy increased dramatically thus 
pushing up the import spending of the country. Throughout the year, prices of such key import commodities 
as steel (+23.1%), fertiliser (+19.1%), and plastics (+9.6%) have gone up significantly.  Most of these 
commodities are key to some of the labour intensive industries in Vietnam, and are unavoidable. 

Third, the endemic albeit temporary paradox of Vietnam’s oil imports/exports.  While Vietnam earned 
significant profit from exports of crude oil, the lack of oil refineries in the country forced Vietnam to import 
refined petroleum for domestic consumption which was also negatively affected by high global prices. 
Hence, the average 12.2% increase in the global oil price in 2007 drove up the country’s import spending on 
this key product. Yet, the projected completion of 3 refineries in one to two years should address this 
problem to a large extent. 

Last but not least, the significant depreciation of the US $, as opposed to other major foreign currencies, 
contributed to Vietnam’s historical high level of import spending during the year. Foreign goods, due to the 
weak US $ and WTO-reduced import tariffs became relatively cheaper than home made commodities. The 
more than 100% surge in spending by Vietnamese consumers on imported cars, 70% on motorbikes and 
43% on electronics and computers confirms that tendency.  

The trade deficit in 200717 has been a matter of preoccupation for the authorities, in particular as regards its 
impact on inflation. As indicated above, the composition of the main imports into Vietnam (machinery, 
steel, refined oil) suggests that the trade deficit is not structural and will be surmounted in the short to 
medium term.   While this deficit has been easily absorbed by a combination of disbursed FDI (US$8 
billion), overseas remittances (US$5 – US$7.5 billion), tourism (US$4.6 billion) and Overseas Development 
Assistance (US$1.8 billion), the fact that it represented 25.7% of the total import-export value none the less 
calls for attention as it could potentially threaten the balance of payments of the economy and affect its 
macro-economic management.  

b) Import-Export Structure by Countries 
In 2007, the EU overtook Japan to become the second largest trading partner of Vietnam and, followed 
China closely - the largest trading partner - based on the data of the Vietnamese General Department of 
Customs (GDC). The EU’s trading volume with Vietnam, as indicated by GDC’s  figure,  was  as  much  as  

                                                 
15 Of the figure, domestic enterprises imported commodities worth US$39.2 billion which is a 38.1% year-on-year increase while 
importation by foreign invested enterprises totaled at US$21.6 billion, a 31% up against that of 2006. 
16 Data from Vietnam General Statistics Office, December 2006 : Vietnam’s trade deficit for the whole of  2006 was US$4.8 
billion. 
17 Trend for Q1 2008: according to Vietnam Geenral Statistics Office, trade deficit in the first three months of 2008 is estimated at 
US$7.4 billion. 
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US$14.23 billion while that of China and 
Japan were respectively US$15.86 billion 
and US$12.25 billion.  It should, however, 
be noted that, according to Eurostat 
bilateral trade between Vietnam and the 
EU in 2007 stood at more than €10.87 
billion18[approximately US$14.44 billion] 

Vietnam’s imports by country in 2007

Other
35.63%

China 
18.95% 

US
2.58%

Japan
9.36%

EU figures only take account of the “real” 
origin and “final destination” of the 
merchandise – whereas Vietnamese  

figures often record intermediate 
destinations where goods are re-grouped in 
larger cargo ships.   

Since one of the destinations for re-groupment of Vietnamese goods (due to a lack of deep-water seaports) 
is Hong-Kong and Shanghai , it is not to be excluded that, in reality, the EU is actually the first trading 
partner of Vietnam, as some exports from Vietnam to the EU may appear, in GDC’s data, as exports from 
Vietnam to China. 

On the import side, as noted above, China continued to be the largest partner19 of Vietnam since it overtook 
Japan in 2003. Vietnam imported commodities worth up to US$12.5 billion in value from China. Machinery 
and equipment (US$2.39 billion), steel (US$2.33 billion) and materials for footwear and apparel industries 
(US$1.35 billion) were the main commodities that Vietnam imported from China in 2007. As a result, 
Vietnam incurred a big deficit with China of around US$9.15 billion. To make matters worse, the reliability 
of this official figure is often questioned, in the light of common-place, undeclared and illegal cross-border 
trading.  This results from both the growing popularity of Chinese cheap commodities among Vietnamese 
consumers20 and the endemic reliance of Vietnamese producers on inputs and raw materials from China - 
and other Asian nations. 

Meanwhile, the year 2007 saw a substantial increase of nearly US$15.89 billion in import value from nine 
ASEAN countries. This represents up to 24.09% of the country’s 2007 total import spending and a 46.45% 
year-on-year increase.  Indeed, intra-ASEAN trading robustly developed during the year under the aegis of 
the ASEAN economic integration process.  This has resulted in the impressive US$23.7 billion worth of 
total trading between Vietnam and the remaining nine ASEAN economies in 2007. However, it is worth 
noting that Vietnamese trade with Singapore alone represents some US$9.8 billion, thus accounting for 
nearly 41.39% of the total value in Vietnam-ASEAN trade flows. Here, again, Vietnam had a trade deficit 
as high as US$5.4 billion. 

 
 
 
 
 
 
 
 
                                                 
18 2007 average exchange rate: €1 = US$1.3274 
19 This excludes intra-trading within ASEAN. The other nine ASEAN economies in 2007 exported a total of nearly US$15.89 
billion to Vietnam. 
20 Fuelled by the increase of Vietnam’s purchasing power as reflected by the fact that GDP per capita improved sizably at US$820 
from the USD720 in 2006 in Vietnam. 
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With respect to exports, the US maintained its top position in 2007 after overtaking the EU in 2004. The 
year 2007 witnessed a boom in Vietnam’s exports to the US, mainly in the apparel industry (including 
textiles and garments), which gained more than US$10 billion from exports to this important market. 
Figures of the GDC show that the EU trailed the US very closely as one of the most important markets for 
Vietnamese exporters.  

EU-Vietnam trade
(Source: Eurostat)
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EU-25 two-way trade volume 5552.349 6574.538 6591.435 6869.3 7516.6 7422 8753 10877

Exports to VN (growth) 17.16494 43.33503 2.986559 9.213111 8.368363 -15.73409 14.28571 53.19444

Imports from VN (growth) 27.87213 10.91358 -0.803915 2.198898 9.877906 4.89789 19.17932 14.78841
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The EU absorbed up to 19.32% of Vietnamese exports while the US imported 21.43%.  The GDC data also 
indicates a whopping growth of Vietnam’s exports to the EU-27 in 2007 which stands at more than US$9 
billion - up 28% year-on-year.  Figures from Eurostat even indicated a stronger growth of Vietnamese 
exports to the market. Eurostat figures place exports from Vietnam at €7.5 billion (some US$ 9.96 billion) – 
and imports to €3.3 billion (some US$ 4.38 billion) to reach a global two-way trade of € 10.87 (some US$ 
14.43 billion). 

The EU stabilised its trade deficit with Vietnam at around € 4.26 billion in 2007 (US$ 5.65 billion), 
somewhat lower than the historical record of  € 4.43 billion in 2006. Redressing the deficit has been possible 
due to an unexpected (in light of the strength of the €) surge of EU exports to Vietnam, which grew 
significantly by 53.19%. This unprecedented large expansion of exports by the EU to Vietnam was 
attributed to the significant jump in high-tech products such as boilers-machinery and mechanical products 
[nearly € 838.2 million], electrical machinery and equipment [more than € 450.7 million], aircraft [more 
than € 335.1 million], ships [over €100.6 million], and vehicles [nearly € 228.6 million]. 
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In 2007, Germany, in comparison with other EU Member States, was the largest trading partner with 
imports-exports valued in the neighborhood of US$3.16 billion, according to the GDC data. France 
(US$2.04 billion), The Netherlands (US$1.69 billion) and the UK (US$1.67 billion) following closely.  

EU imports from Vietnam continued to concentrate upon intensive-labour products, most of which enjoyed 
sizable growth: footwear [value: nearly € 1.97 billion; reduction: -1.10% vs 2006 figure], garments and 
textiles [over €1.16 billion; +10.57% year-on-year], coffee [€ 834.7 million; +36.72% year-on-year], 
seafood [€ 575.3 million; +22.76% year-on-year], and furniture [nearly € 738.2 million; +13.23% year-on-
year]. 

While EC anti-dumping duties on the footwear industry might have had a marginal impact on the 1.10% 
decline in the 2007 imports to the EU,21 the sector remains, on balance, healthy and exports to the EU very 
strong. However, the fact that Vietnamese shoe exporters have not profited from the 10% tariff differential 
with China, its main competitor in the EU (6.5% due to the anti-dumping duties, which are higher for China, 
and at least 3.5% as China no longer enjoyed GSP benefits last year) suggests that the issue of Vietnamese 
competitiveness needs to be urgently addressed. In this vein, it should be noted that the share of footwear in 
the total import value from Vietnam fell from 38% in 2005 to only 26% in 2007, also suggesting that 
Vietnam relies less on the footwear industry and its success in diversifying the structure of export items as 
well as the markets for its products. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                 
21 It should be noted that China, with higher AD duties (16.5%) has not ceased to increase its market share in the EU. 
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a) Overview 
 
Following accession to the World Trade Organisation (WTO) in January 2007, the integration of Vietnam’s 
textile and garment sector has marked a new stage of competition and opportunity for one of Vietnam’s 
leading export industries. This sector accounts for roughly 16% of the country’s total export turnover. This 
progress has seen the Vietnam Textile and Apparel Association (VITAS) placed among the top ten garment 
and textile exporters worldwide. In 2007, VITAS's exports increased 31% year-on-year.  
 
State Owned Enterprises still account for a large proportion of textile and garment production. Other forms 
of ownership comprise private (either through domestic or foreign direct investment) and collective 
enterprises. Since labour productivity in most companies within VITAS is estimated to fall short by 30%-
50% of the average regional productivity level, privatisation could loosen the barrier of centrally planned 
production schedules that restrict VITAS’s long-term growth opportunities. 
 
At the end of the first quarter in 2008, VITAS has been operating about 2,200 enterprises countrywide, of 
which 55% are located in and around Ho Chi Minh City, 30% in and around Hanoi and 15% in and around 
Danang. The total export turnover of VITAS reached US$ 7.8 billion in 2007.  
 
Within VITAS, the Vietnam National Textile and Garment Group (VINATEX) has significantly increased 
its labour force (currently 116,000 workers) since its emergence in 1995. Including family businesses, the 
whole workforce of the sector is roughly 2 million persons. Its willingness to increase its market share has 
resulted in 102 subordinate members (end of first quarter in 2008), of which 95% have been privatised, 
while the conglomerate was originally founded out of State Owned Enterprises. In 2007, VINATEX’s 
turnover reached 19.2% of VITAS’s total turnover. Garment products by VINATEX amounted to 208.6 
million pieces last year, which was a growth rate of 14.5% since 2005. Production of garments is expected to 
reach 350 million pieces by 2010, however current capacity only allows for 260 million pieces. For this 
reason, VINATEX has been stepping up efforts to expand its garment manufacturing business by investing 
in industrial parks through its real estate subsidiary.  
 
Domestic/Import market 
 
Domestic demand increased by 15% last year, which sent the signal not to underestimate the home market 
potential. Imports of material in 2007 reached US$ 6.5 billion (27% increase year-on-year), consisting of 
US$ 28 million in cotton fibre, US$ 744 million in yarn, US$ 3.98 billion in fabric as well as US$ 1.5 billion 
in materials and accessories.  
 
VITAS intends to establish new brands. By doing so, it will have to acknowledge that the Vietnamese 
consumer is looking for western style products as Vietnam opens up. 
 
Overseas/Export market 
 
The Vietnamese Government has set growth targets for VITAS until 2010 (20% annually). In the period 
2011 to 2020, annual export growth is expected to reach 15%. The United States represents the most 
important export market with a projected market share of 59% in 2008. 
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Market share in percentage of export turnover 
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b) Challenges and Opportunities 
 
Vietnam’s textile and garment industry is expected to grow steadily over the next two decades. VITAS is 
targeting a growth rate of 23% in 2008, which amounts to a total export turnover of US$ 9.5 billion. This 
would put textiles and garments in front of oil as the leading export industry. However, instead of producing 
under the umbrella of international trademarks only, VITAS is seeking to establish its own brands and 
designs. Meeting increasing demand for better quality at affordable prices will be a future challenge for 
VITAS.  
 
VITAS competitiveness is affected by surging inflation, rising wages and problems with the energy supply 
(power cuts). Currently, VITAS relies on 70% of materials which are imported. Promoting natural cotton 
and synthetic fibre production would reduce import dependency. Furthermore, there  is  a  lack  of  qualified  
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staff, in particular at management level. Thus, partners from EU countries may be willing to offer 
cooperation in the field of human resource development.  
 
Opportunities for European companies to strengthen their business relations with Vietnam:  
− The Saigon Textile and Garment Industry Expo in Ho Chi Minh City (every year in Spring) 
− The Fabric and Garment Accessoires Expo (Hanoi or Ho Chi Minh City) 
-  The Vietnam International Textile and Garment Industry Exhibition (to be held in Ho Chi Minh City in 

December 2008).  
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a) Overview 
 
After about fifteen years of rapid growth and development, Vietnam’s footwear industry today comprises 
more than 400 companies, including those manufacturing leather goods and a small supporting industry, 
employing over 500,000 workers. Total production capacity exceeds 600 million pairs annually and 
Vietnam currently ranks fourth in the world among footwear manufacturers. The industry is strongly export-
oriented: export volume accounts for about 85% of the total production output. Footwear is the third largest 
foreign currency earner for the country after crude oil and textiles and garments. Over 75% of the 
manufacturing companies are concentrated in the South, in Ho Chi Minh City, Dong Nai and Binh Duong 
provinces while the Northern provinces, including Haiphong and Hanoi account for around 20% of total 
output. 
 
Most Vietnamese companies operate on processing contracts, while foreign partners provide materials and 
designs and market the finished products. Foreign-owned enterprises, mainly from Taiwan and Korea 
account for more than half of the total export turnover. The high value added stages of the supply chain are 
managed mainly by foreign partners, while Vietnam hosts the processing stages where cheap labour 
represents the main advantage. Most Vietnamese brands are still virtually unknown abroad, with the 
exception of a few, which are trying to gain market share in China, Laos and Cambodia, besides the 
domestic market. 

 
According to the Vietnam Leather and Footwear Association (LEFASO), sport shoes account for the largest 
share in the production and exports. In 2007 over 67% of total export turnover came from sport shoes. 
Women’s shoes exports’ increased about 49% compared to 2006 and represented around 20% of total 
footwear exports. Other categories, including sandals, slippers and leather shoes, accounted for about 7% of 
total export turnover; textile/canvas shoes covered the remaining 5% of total exports. 
 

Table 1. Export turnover by footwear categories 
          Unit 1000 USD 
 

 2004 2005 2006 2007 
SPORT SHOES 1,827,285 2,046,559.00 2,633,041.63 2,701,933.69 
CANVAS SHOES 83,456 217,502.53 217,194.90 205,178.27 
WOMEN’S SHOES 575,911 591,191.62 538,702.54 802,567.75 
OTHER (INCL. 
LEATHER 
SHOES, SLIPPERS 
AND SANDALS) 

153,608 184,3229.60 202,624.78 284,562.41 

TOTAL 2,640260 3,039,582.76 3,591,563.84 3,994,242.13 

Source: LEFASO 
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Chart 1. Vietnamese Footwear Export Turnover  

1997 – 2007 (million USD) 
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Source: General Department of Vietnam Customs/LEFASO 
 

According to LEFASO, footwear sector exports’ turnover reached US$3.99 billion, increasing by 
about 11.2% compared to 2006. Exports to the EU grew by 10.6% and reached a total value of US$2.17 
billion from US$1.96 in 2006. However, Eurostat figures show a 1.10% reduction in footwear exports to the 
EU, which can be partly explained by US$ depreciation against the €. 
 

The EU keeps its position as the main market for Vietnam footwear, but the ratio of exports to the 
EU on total export value has been following a declining trend, as a result of growing integration in the world 
economy and diversification of exports’ markets. Europe absorbed 74.5% of total footwear exports in 2001, 
the ratio fell from 68% to 59% between 2004 and 2005 and reached 54.5% in 2007, compared to 54.7% in 
2006. The United Kingdom, Germany, The Netherlands, Belgium, Italy, France, and Spain are the main EU 
importers of Vietnamese footwear. Footwear exports to the United States in 2007 reached US$885.16 
million, growing by more than 10.2% after marking a record growth of 31% year-on-year in 2006. The US 
market accounted for 22.16% of total exports in value terms. 
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Chart 2. Top ten export markets (millionUSD) 
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Source: LEFASO 
 

Following a European Commission procedure that found evidence of unfair competitive practices and injury 
to the European industry, from 6 October 2006 the EU imposed anti-dumping duties of 10% for two years 
on certain footwear with leather uppers produced in Vietnam. Higher provisional duties were applied 
between April and October 2006. Eurostat figures show that the measure affected about 20% of all footwear 
exports to the EU: this share remained constant in 2006 and 2007, following the same trend and the same 
seasonal pattern for all footwear exports. Anti-dumping measures may have contributed to the acceleration 
of the trend towards diversification of export markets as many manufacturers have increased their efforts to 
obtain alternative markets in order to reduce dependence on the EU. The duties affected mainly companies 
which were not able to find new contracts or to shift their production to footwear types which are not 
subject to compensative duties.  
 
Vietnam’s footwear exports to the EU have so far benefited from the Generalised System of Preferences 
(GSP), which guaranteed easier access to the EU market. A clause introduced in 2005 in the GSP 
Regulations, to help countries highly dependent on the export of one group of products, allowed Vietnam’s 
footwear to continue enjoying GSP treatment despite exports which exceeded the general threshold for 
“graduation” from GSP. Eurostat data shows that Vietnam’s footwear exports have fallen below 50% of its 
total GSP-covered exports (the level indicated in the GSP Regulation clause) and may therefore no longer 
be eligible for preferential treatment for the 2009 – 2011 period. A decision on the issue will be taken by 
June 2008. The Government of Vietnam and footwear producers have opposed EU figures and are lobbying 
in order to avoid a “graduation” fearing that it may weaken Vietnam’s potential. It should be noted, 
however, that despite the US GSP scheme which has always excluded footwear, exports to that market have 
been constantly increasing.  
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b) Opportunities 
 

Mainly due to the low labour cost, Vietnam has proved itself as being one of the most attractive countries 
for the production of low-value added shoes for export, through assembling imported components. 
Cooperation with foreign partners has determined an improvement in the quality level of production and 
manufacturing skills, which are not easily found in alternative locations. 

 
Footwear exports confirmed an upwards trend, despite difficulties created by the EU anti-dumping 
measures, as there has been strong growth on the US market and Vietnam can serve as a production hub for 
Asian markets as well as for alternative markets in North America, Central Asia, the Middle East and 
Africa.  

 
The increase in exports, growing competition, demand from foreign partners and the need to upgrade 
production quality will determine a push towards increased investments in upgrading production lines in 
order to adapt to technological change. This is an opportunity for the European machinery industry which, 
however, has to face Asian competition. Vietnam’s footwear industry represents an important market for the 
producers of materials such as synthetic fibres, chemicals or leather as about 80% of industrial inputs need 
to be imported. 

 
Although the local market is dominated by Chinese and domestic products, European products are 
particularly appealing to an emerging class of people in urban areas with increased purchasing power: 
therefore, there could be in the coming years a niche for fashionable, high quality footwear. 
 
c) Recommendations 
 
In order to increase the competitiveness of Vietnam’s footwear industry vis-à-vis other low labour cost 
countries, there is an urgent need to address the traditional weaknesses of the Vietnamese footwear industry 
such as: 

- poor technical skills of the local management and workers 
- poor capacities in the fields of design and marketing 
- need to import most of the raw materials 

 
Training and exchanges of experiences, know-how and technologies with European companies in the fields 
of design, production of raw materials, and marketing should be promoted. International contacts through 
trade promotion activities in different markets and an increased participation of Vietnamese companies in 
specialised international fairs especially in Europe should be facilitated. Moreover favourable conditions 
should be created to attract investment in the production of needed materials and tanneries. 
 
The past few years have seen a rising concern from footwear industry and foreign partners for the situation 
of Vietnam’s infrastructure system which is facing severe stress and is no longer adequate to support the 
long term development of export-oriented industries. Vietnam’s authorities should keep a strong focus on 
the development of roads and seaports in order to ensure the timely delivery of merchandise. 
 
Last but not least, efforts will have to be made, also with European assistance, in addressing and removing 
the distortions that have been revealed by the EC antidumping investigation on the export of leather 
footwear, and bringing Vietnamese companies’ operations into full compliance with market economy rules.  
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a) Overview 
Vietnam is ranked in the top ten of the world’s aquatic product exporters and is third in terms of world 
aquaculture production behind China and India. The fisheries’sector in Vietnam accounts for 5.8% of 
national GDP, 7.8% of export turnover and 10% of the labour force. The sector has maintained an 
impressive production growth rate of 12% annually for the past twenty years and has contributed to 
reducing poverty, whilst improving food security and food safety. In 2007 Vietnam’s fisheries exports 
generated total revenue of US$ 3.76 billion, 12.4% higher than that of 2006. 2007 saw aquaculture 
production in Vietnam surpass that from capture fisheries for the first time (2.1and 2.0 million mt 
respectively). 
In Vietnam, fisheries products continue to rank fourth in terms of export income behind crude oil, garments 
and textiles and footwear (although combined agricultural-forest product export turnover [wood US$2.5 
billion] was worth considerably more than fisheries). The national fisheries’sector aims to earn around US$ 
4.5 billion from exports with an annual growth rate of 9%-11% by 2010.  Frozen shrimp accounts for 44% 
of the total aquatic product export revenue generating the largest income, while frozen Pangasius accounts 
for 33%. In 2007 exports of frozen shrimp declined while frozen Pangasius exports increased markedly 
compared to 2006. Anti-dumping taxes on shrimp and Pangasius are being lifted in the USA. 

VIETNAM SEAFOOD EXPORTS 2005 - 2007
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The four main markets for Vietnam’s  aquatic product exports are: EU (27%), Japan (21%),  the 

USA (20%), and Asia  (excl. Japan)  (14.7%).  The Japanese market share decreased in  2007 compared 
with that in 2006   (23 % ).  In recent years, Vietnam has  diversified its  markets to  those other than Japan  
and  the USA, thus helping to minimize – to some extent – the risks from reliance on these markets which 
have been fluctuating in recent years.  The EU is continuously becoming a more important  export market 
for Vietnamese aquatic products and 2007 confirmed this trend with exports to the EU growing by 25 %. 
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The tables below indicate breakdowns of the export revenues by markets and by products (Source Vietnam 
Association of Exporters and Producers -VASEP - 
http://www.vasep.com.vn/vasep/edailynews.nsf/HomePage ) 

 
 

Dec 2007 Compared with the same 
period of 2006 (%) 2007 Comparison with 2006 (%)Markets  

Quantity Value Quantity Value Quantity Value Quantity Value 
   EU 25.424 79,377 +38,2 +32,3 279.793 908,040 +27,2 +25,5
        Including Germany   4.084 14,051 +83,1 +61,6 40.754 145,202 +42,1 +39,6

                   Spain 4.422 11,317 +10,8 +2,2 48.345 134,530 +27,7 +30,2
                   Holland 3.471 11,271 +25,6 +27,0 38.081 129,941 +24,6 +28,8
                   Italy 3.927 12,338 +131,9 +151,2 39.877 124,634 +21,4 +31,0
                  Poland 2.306 5,176 -24,4 -26,8 39.481 91,378 +40,0 +31,7

   Japan 11.167 66,347 +21,5 +5,9 119.194 745,951 -3,8 -11,5
   The USA 8.162 63,431 +0,9 +18,4 99.769 720,524 +0,9 +8,5

South Korea 7.769 24,611 +0,5 +21,5 91.824 273,469 +8,2 +30,0
ASEAN  5.830 15,040 +23,0 +31,1 66.866 178,190 +10,8 +18,0
China 3.840 12,591 -11,2 -12,5 45.806 152,710 -5,5 +4,9

          including Hong Kong 2.460 7,450 +3,5 +1,0 26.542 87,176 +2,8 +7,7
Australia 1.761 7,996 -24,17 -27,0 23.994 120,968 -1,3 -4,4

   Russia 9.087 16,831 +51,3 +27,9 57.197 119,066 -2,6 -5,8
   Taiwan 2.356 8,423 +21,2 +62,9 31.216 108,361 +1,9 +9,1
   Other markets 9.528 35,901 +43,7 -34,8 109.288 435,385 +77,9 +68,2
   
Total 
 

84.923 330,548 +22,4 +7,8 924.947 3762,665 +14,0 +12,4

 
 

Dec 2007 Compared with the same 
period of 2006 (%) 2007 Comparison with 2006 (%)   Products 

Quantity Value Quantity Value Quantity Value Quantity Value 
Frozen shrimps 14.886 132,735 +47,0 +30,5 161.267 1508,959 +1,8 +3,3
Pangasius 38.149 88,194 +34,7 +19,5 386.870 979,036 +35,0 +32,9
Tuna 4.726 14,175 +20,5 +46,7 52.842 150,939 +17,9 28,9
Other frozen fishes 10.226 29,583 +12,0 +18,2 117.555 336,784 +3,8 +15,7
Frozen squids and octopus 7.021 24,027 +9,6 +11,3 82.199 282,356 +17,8 +27,1
Dried seafood 2.158 10,770 -22,8 -15,1 35.366 146,947 -0,3 3,3
Other seafood products 7.758 31,064 -10,5 -50,0 88.848 357,645 -13,8 -5,4
 
Total 
 

84.923 330,548 +22,4 +7,8 924.947 3762,665 14,0 12,4

 

Breakdown by Market in 2007 (Value)
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In the State’s development master plan for the period of 2010-2020, the Ministry of Agriculture and Rural 
Development has set a target for the national fisheries’ sector to achieve minimum revenue of US$ 7 billion. 
This requires a widespread and appropriate renovation in the sector. The target for 2008 is 4.1 million mt of 
aquatic products for export. To realise this 2.15 million mt from aquaculture and 1.95 million mt from 
capture fisheries must be produced to generate a total export revenue of US$ 4.25 billion from aquatic 
product exports, 13.3% higher than in 2007. 
 
b) Prospects 
 
Vietnam  has great  aquaculture potential which  can increase  marine products for  the  export  processing 
industry. Favourable climatic conditions consisting of mostly clean coastal waters and a good semi- skilled 
labour  force gives  Vietnam a competitive advantage.  In addition, Vietnam's  accession to the World Trade 
Organisation (WTO)  in January  2007  is providing  better market access  to overseas  markets while  at the 
same time opening the Vietnamese economy  for  foreign direct investment.  Currently 99 % of fish trade is 
governed by the WTO; there is a need to improve the understanding of international contract laws to protect 
Vietnamese exporting companies. 
 
Per capita fish consumption is increasing  in Vietnam , hence there will  be local competition  for  aquatic 
products which would otherwise be exported. 
 
The fisheries’ sector still faces many challenges. A key challenge is to ensure the sustainability of the sector, 
both environmentally and socially, as food safety and social issues become important concerns for 
consumers in overseas markets. According to the Vietnamese authorities, hygiene in aquatic product 
processing is still a main obstacle for the sector to develop faster. There is an increasing demand for 
certified products in overseas markets and aquatic products need to comply with food safety and traceability 
regulations. This applies to products from capture fisheries as well as aquaculture. With the exception of the 
Marine Stewardship Council (MSC) community-based fisheries certification, the current certification 
schemes often work to the detriment of the small scale producer as they usually operate systems which 
would be very expensive to upgrade. The Food and Agricultural Organisation and the World Wildlife Fund 
are currently working on the promotion of certification schemes that are less ‘elitist’, with lower costs for 
compliance, while including key social and environmental concerns.  
 
Other challenges to be addressed include over-exploitation problems, ensuring aquaculture diversification, 
developing vertical integration from farmers and fishermen to processing plants and suppliers of feed and 
chemicals, and introducing modern and transparent management methods. In an attempt to renovate the 
entire fisheries’ sector, the Vietnamese Ministry of Agriculture and Rural Development is urging the 
restructuring of production, focusing on large-scale aquaculture and setting up closer links between farmers, 
scientists, and regulators to ensure economies of scale, quality control, and especially hygiene. It has been 
recommended that these intensive aquaculture systems should focus on seaweed and bivalve mollusc culture 
so as to make use of increased organic nutrient levels in the coastal - estuarine areas (products of human 
settlement and land use change, including deforestation causing increased erosion) which in turn increase 
primary productivity. These long-line systems will require large areas of sea surface set aside and possibly 
sub-surface systems on exposed areas of coastline to avoid problems of climatic change, hence a need to 
supply specialised equipment. Added value options in Vietnam will also be promoted, e.g. Carrageen and 
Agar production from seaweeds, in addition to smoked mussels and oysters which could be bottled or 
canned. Brand name development should be considered once quality volume products are available. 
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The Vietnamese Government has announced tax incentives to encourage wide participation in the sector, 
including foreign investment to stimulate value addition in-country and exports to China.  A word of caution 
regarding aquatic product processing as there is currently a large overcapacity with plants only working on 
average at 50% capacity. Processing capacity increased 70% in 2007 and aquatic products had to be 
imported (5% export turnover) from 40 different countries (mainly India 26%, China 18% and Japan 11%) 
to meet processing plant needs. These imports will rise around 15% in 2008. Currently 1,200 Vietnamese 
enterprises export aquatic products to 130 countries. 
The 2010 target of 2.1 million mt from 1.1 million ha was reached in 2007. There is now a need to make 
this production level sustainable with possible increases from mariculture. Land use change needs to be 
carefully monitored so as to avoid destroying wetlands and agricultural areas producing food staples. The 
focus needs to be on marine aquaculture. 
 
Increases in fuel prices have forced many fishing boats to stay in port. When coupled with decreasing catch 
per unit effort (CPUE) it is likely that the capture fishery will soon become self-regulating if viable 
alternatives are found for fisherfolk. Industrial scale marine aquaculture of seaweeds and bivalve molluscs 
could provide labour options for displaced fisherfolk: guarding, installing mooring systems, maintenance of 
structures, transport of materials and produce and more. 
 
With the current speed of development, the fisheries’sector in Vietnam will need inputs in the following 
areas: 
 

1. Added value products and/or semi-finished products for further value addition (e.g. frozen ‘catfish’ 
fillets for fast food outlets, and ready to use barbeque products like IQF ‘catfish’ cubes and 
vegetables on skewers)  

2. Machinery for processing value-added products. 
3. Cold-chain equipment including those for boats. 
4. Equipment and knowhow for industrial scale marine long-line aquaculture. 
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Over the past twenty years, the Vietnamese agricultural sector has undergone enormous progress, moving 
from a famine situation in the late 1980s to Vietnam becoming the world’s leading exporter of a number of 
agricultural products. This remarkable transition has both created opportunities for European agricultural 
companies’ involvement in Vietnam and engendered challenges associated with managing the sector’s 
continued reforms. This chapter provides an overview of the agricultural sector in Vietnam in 2007, 
analyses a number of challenges facing it, and points to auspicious areas for the EU agro-industry’s 
participation. Opportunities and impediments, associated with the alcoholic beverage market, are discussed 
in a separate section in the latter part of this chapter.  
 
AGRICULTURE 
 
a) Overview 
 
Vietnam is still largely an agricultural economy. More than 70% of its population lives in rural areas and the 

extended agricultural sector (i.e. agriculture, 
forestry and fisheries) accounts for 
significantly more than half of Vietnam’s 
employed population and more than 20% of 
the national GDP (see graph at left). 
However, it is estimated that the sector’s 
share in the national economy will decrease 
to 15% by 2010, due to the process of 
Vietnam’s rapid industrialisation. In 2007, 
the country’s extended agricultural GDP 
grew by 3.4%, compared to the general 
economy growth of about 8.5% (with 
notable repercussions for furthering national 
income inequalities between the rural poor 
and the inhabitants of urban areas). Not all 

areas of agro-forestry-fishery developed at the same rate, though. In the period 2000-2006, the output value 
of fisheries grew at an average annual rate above 10%, whereas agriculture at a rate of 4.2%, forestry at 
1.4%, and agriculture and forestry processing at 13.5%. Within the agricultural sector, the output value of 
animal husbandry increased at a rate which was twice as fast during this period than the output value of crop 
cultivation. Despite such dynamics, agriculture sill accounted for 75% and crop cultivation for 58% of the 
entire agro-forestry-fishery sector’s GDP in 2007. Continued slowdown in crop cultivation, therefore, had a 
decisive impact on agricultural GDP growth achieving merely 2.3% last year. Income from crop cultivation 
grew at an unimpressive rate, primarily because of the sub-sector’s stagnating output (owing, above all, to 
slow productivity growth and to the cultivated area in Vietnam getting smaller due to industrialisation and 
natural disasters) and diminishing terms of trade for rudimentary agricultural products.  
 
Vietnamese exports of agricultural goods (including fishery and forestry products) went up by more than 
19% in 2007 compared to the previous year and reached a turnover of almost US$12.5 billion. As such, 
extended agricultural exports accounted for 28% of Vietnam’s total exports, of which they constituted the 
highest share (roughly equivalent to the crude oil and footwear or textile and footwear exports put together). 
If one leaves out seafood and wooden products, agricultural exports’ turnover reached US$6.3 billion last 
year, more than a 30% increase over 2006. Exports of coffee, rice and rubber accounted for 77% of this 
turnover. It is worth noting, however, that most of the growth in export revenues last year can be attributed 
to steeply rising international prices of Vietnam’s key agricultural commodities rather than an upsurge in 
output (see table below). 
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Table: Exports of major agricultural products from Vietnam in 2007. 
 

Products 2006 2007 2006 

  
Volume 
(tons) 

Value 
(mln US$)

Volume 
(tons) 

Value 
(mln US$)

EU share in total value of 
the product’s exports 

Coffee 1009.7 1189.5 1194.0 1854.0 49.3 
Rice 4615.7 1266.9 4500.0 1454.0 0.7 
Rubber 701.7 1274.8 719.0 1400.0 11.7 
Cashew nuts 123.8 489.4 153.0 649.0 21.4 
Fruits & vegetables   211.4   299.0 12.9 
Pepper 94.8 158.6 86.0 282.0 39.1 
Tea 74.7 73.8 114.0 131.0 14.8 
Fishery products   3364.0   3792.0  
Wooden products   1912.7   2364.0 26.0 
Rattan, bamb. & sedge 
prod.   186.5   190.3 50.7 

Source: Ministry of Agriculture and Rural Development of Vietnam (MARD).  
 
In 2007, Vietnam was the world’s largest exporter of pepper and cashew nuts, second largest exporter of 
rice and coffee, and a major exporter of rubber and seafood. In 2007, Europe remained the largest importer 
of Vietnamese coffee (40%), followed by the United States (9%) and the ASEAN states (almost 8%). The 
European Union also continued to be an especially significant importer of Vietnamese pepper and cashew 
nuts. In 2007, Vietnamese rice was primarily exported to the ASEAN states (The Philippines accounting for 
33% of its total export value), and rubber to China (59%).  
 
Vietnamese imports of extended agricultural products increased by almost 6% in 2007 and attained a 
turnover of US$3.8 billion, i.e. less than 10% of the total value of imports. In 2006, the most important 
items included: animal feed – US$1.124 billion; wood – US$1.022 billion; fertilizers – US$996 million; 
dairy produce – US$498 million; vegetable and oil fat – US$473 million; wheat – US$370 million; 
insecticides and materials – US$370 million; and cotton – US$267 million. Vietnam’s trade surplus in agro-
forestry-fishery products more than doubled since 2003 and reached US$8.7 billion in 2007.   
 
The majority of agricultural production in Vietnam occurs in the Mekong and Red River deltas, as well as in 
the Central Highlands. There are different types of agricultural enterprises and co-operatives in the country, 
ranging from central and local State Owned Enterprises, through private and limited liability firms, to joint-
venture and joint-stock companies. In general, private companies have been expanding in the domestic and 
international markets, with many SOEs being prepared for equitisation. However, 90% of agricultural and 
rural enterprises are of a small or medium size and possess obsolete technology, which translates into low 
productivity. SOEs generally have access to better equipment, but are less efficient in utilising capital. Thus, 
despite gradual progress, overall factor productivity of Vietnamese agricultural companies remains very low 
– though it is necessary to differentiate between Vietnam’s relatively competitive pepper and rubber sectors 
on the one hand, and very uncompetitive animal husbandry, rice and coffee production sectors on the other. 
 

 
 
 
 

    36  



 
 
 

b) Opportunities 
 
The Vietnamese agricultural sector possesses a number of major strengths and also some weaknesses as far 
as prospects for foreign entrepreneurs’ involvement are concerned. With regard to the trading environment, 
the country has resisted protectionist temptations to a remarkable degree and today its commercial regime in 
the agricultural sector is perhaps one of the most liberal in East and South-east Asia. Vietnam joined the 
World Trade Organisation (WTO) in January 2007 and, as a result, committed to a significant reduction in 
tariff rates within 5 to 7 years on almost all agricultural goods. In the second half of 2007, in an effort to 
fight inflation, Hanoi unilaterally announced further reductions, temporary but without set expiration dates, 
in tariffs that went much beyond the WTO bound rates and reached minimal levels for many products. For 
instance, in the course of the year, tariff rates on condensed and sweetened milk and cream went down from 
30% to 3% to 7% and on fresh chicken eggs from 80% to 20%. Furthermore, Vietnam’s burdensome 
restrictions on distribution rights of imported agricultural goods are to be phased out in 2008. However, 
foreign exporters should be aware of some impracticable food safety regulations in Vietnam (such as zero 
tolerance for salmonella in poultry meat) and of recurrent informal practices at the border. Prospective 
importers should note that in 2008 Vietnam has significantly restrained exports of rice.  
 
As far as foreign companies’ agricultural investment prospects are concerned, the major assets of Vietnam 
are its low-priced land (although farming property cannot be purchased in Vietnam, it can be rented out for 
extended periods) and inexpensive and talented labor force. Moreover, the business climate has significantly 
improved in recent years. Apart from the more liberal trading regime, foreign importers increasingly benefit 
from less onerous administrative procedures, more equal treatment with SOEs, and the Vietnamese 
Government’s persistent efforts to improve the implementation of  food safety standards and regulations in 
line with WTO requirements. In addition, in 2006 Vietnam passed an intellectual property law concerning 
plant variety protection.  
 
On the other hand, administrative procedures may still be arbitrary and burdensome, and enforcement of the 
law remains inadequate. Access to land continues to be the most serious obstacle for foreign investors in 
Vietnam’s agricultural sector. With thirteen million small farm households, the country’s land is very 
fragmented and acquiring sizeable land parcels may be challenging and risky, especially given the deficit of 
vibrant local farmers’ associations. Moreover, a number of other serious challenges remain which are 
discussed in the next section of this chapter. As a result of these impediments, the level of foreign direct 
investment in Vietnamese agriculture to date has been exceedingly low: the sector attracted less than 2% of 
total foreign direct investment registered in the country in 2007. Nonetheless, since the investment climate 
in the sector has been improving overall, one may predict a moderate FDI growth in Vietnamese agriculture 
in 2008.  
 
Investment in food processing, distribution and storage projects seems to be an especially reasonable option 
today for foreign entrepreneurs given these sectors’ lesser land requirements and also Vietnam’s rising 
efforts to stimulate its growth in light of the country’s severe shortage of post-harvesting capacity (at present 
approximately 20% of total agricultural production is lost every year owing to such shortages). Growing 
demand for post-harvesting equipment constitutes a business opportunity also for exporters. Vietnam’s 
rapidly rising domestic demand for meat and dairy products, a significant drop in tariffs, as well as the 
Government’s persistent promotion of animal husbandry, render these sectors particularly auspicious for 
foreign entrepreneurs. For instance, consumption of dairy products in Vietnam grows at an annual rate close 
to 20% and local production still satisfies only a fraction of domestic demand. Fast-paced development of 
the Vietnamese middle class and a large  and very  young   population  assure   a   long -   lasting  growth  in 
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demand for such processed products as snack foods, confectionery, juices, etc (although one should be 
mindful of higher tariffs in this area). Other opportunities exist in horticulture, floriculture, animal feed, 
reforestation, alcoholic beverages and niche products related to a rapid development of tourism. Potato, 
poultry and pangasius sectors exhibit a promising outlook. Foodstuffs, fruit and vegetables, rubber, coffee, 
tea, husbandry, forestry and wood processing will be the key agricultural fields calling for FDI in the next 
few years according to Vietnam’s Ministry of Agriculture and Rural Development (MARD). 
 
However, domestic and especially international competition is increasing in all of the above areas, and 
European entrepreneurs should take this fact into account when considering early market entry into 
Vietnam. A number of important agricultural fairs in Vietnam present ample opportunity to conduct market 
surveys and make requisite business contacts. Pairing up with a local partner – although not always easy 
given the relative shortage of dynamic agricultural enterprises in Vietnam – is a preferred strategy of choice 
for some new investors.  
 
c) Recommendations 
 
The Vietnamese Government labours to resolve a number of serious challenges that impede the 
development of the agricultural sector in accordance with its potential. Great strides have already been 
accomplished in this regard and in other areas best practices are still being developed. The European Union 
actively endorses Vietnam in its difficult transition toward a sustainable, equitable and market-oriented 
agricultural economy.  
 
One of the key challenges facing Vietnam’s agricultural sector concerns food safety issues. Deficient quality 
control systems in many areas of agriculture and inadequate information systems make it overly difficult to 
control the widespread overdosing of pesticides and fertilisers, the residues of antibiotic, heavy metals, 
insecticides and hormones, as well as animal diseases. Setting up efficient quality control systems, though 
very costly, will in the long-run allow Vietnam to derive major health and export benefits.  
 
Water pollution is getting worse by the year and the stability of clean water supply is an increasing concern 
in Vietnam. Ten out of the country’s fifteen water basins are already stressed for water resources in the dry 
season and one – the third largest – is severely stressed. Introducing integrated management of water 
resources (ensuring coordination between agricultural, industrial and power-generation users of the 
resource) and guaranteeing healthy incentives for water conservation can enhance Vietnamese agriculture’s 
sustainable growth potential.   
 
Potential for growth in the development of Vietnamese infrastructure is still very considerable. The 
agricultural sector is particularly badly affected by deficient storage and processing facilities for farming 
products, insufficient agro-logistics, inadequate supply of electricity, weak road networks (especially in the 
Mekong Delta), overburdened seaports, and underdeveloped information systems. The latter are especially 
important if Vietnamese farmers are to reap the full benefits of the market through optimising their 
production in accordance with comparative advantage of which they would become more easily aware.  
 
The agricultural sector is severely affected by natural disasters and epidemic diseases that –  in the  wake  of 
glob al  warming  –  appear  in  Vietnam  with  ever  intensifying  regularity.  In  2007  alone  the  country’s 
agricultural output suffered from the impacts of four powerful hurricanes (accompanied by floods) and three 
typhoons, an unusually severe and  prolonged  cold  spell, blue - ear  pig disease,  brown  backed  rice  plant 
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hopper disease, as well as stunt-yellow leaf and stunt twisting leaf diseases. The incidence of bird flu, foot-
and - mouth disease  and  other  bad  weather  also had  detrimental  effects.  Such circumstances  legitimise  
efforts to significantly strengthen localities’ self-help networks and capacities to prepare for and respond to 
detrimental weather conditions and disease outbreaks. It is  worth  noting  in  this  context  that  Vietnam  is  
among the five countries that are most affected by climate change and follows only Bangladesh as far as the 
negative impact of the rising sea levels is concerned.  
 
Worsening natural conditions and rapidly rising food prices have had the greatest impact on the poorest 
sectors of Vietnamese society in rural areas. For this reason, food security continues to be an issue of 
concern in Vietnam and recent restrictions on rice exports can be at least partly understood in this light.  
 
The fundamental challenge for Vietnamese agriculture stems from the fact that the terms of trade for its 
staple export products have been falling and therefore farmers’ profits have often been declining as well. 
For instance, whereas prices for agricultural, forestry and fishery products rose on average at an impressive 
annual rate of 10.6% between 1989 and 2006, prices of these sectors’ inputs increased at an even higher 
yearly rate of 16.3%. Advancing productivity in the agricultural sector through efforts to introduce modern 
technologies is one obvious way in which the Vietnamese Government has been addressing this challenge. 
A trickier yet very auspicious method – suggested inter alia by the Food and Agriculture Organisation – is 
to ultimately switch from quantity- to quality-oriented agricultural growth through diversifying production 
in accordance with market strengths and moving it up the value chain. Such a fundamental reform would 
pose challenges to any government and Vietnam is no exception in this regard. But Vietnam does not lack 
capacity and know-how to implement such ambitious plans, especially if it benefits from rendering more 
horizontal, decentralised and flexible the governing structures of its agricultural agencies. Active agencies 
with streamlined procedural requirements and a clear division of responsibilities are necessary  to 
successfully introduce quality controls and trademarks, induce fruitful utilisation of research and modern 
science, and to draw foreign capital into the sector – and thus effectively to add value to Vietnam’s 
agricultural production.  
 
ALCOHOLIC BEVERAGES 
 
a) Overview 
 
Given steady GDP growth of around 8% coupled with increased purchasing power, it is not surprising that 
the Vietnamese market for alcoholic beverages remains highly interesting for investors and exporters alike. 
Conservative estimates assume the annual growth rate for the alcohol sector to be 10% in 2007, and future 
growth at least keeping pace with GDP growth is predicted in the years to come. The gradual change in 
consumption habits from locally brewed wines and beers to high-quality products remains a continuing 
trend, and the increased sophistication of Vietnamese consumers combined with a large and growing 
expatriate community and a flourishing tourism industry contributed to EU alcohol exports hitting a record 
high, according to Eurostat, of €15.96 million (some US$21.20 million) in 2007 – from €13.35 million 
(some US$16.65 million in 2006) – thus signifying a 27% increase. Yet, it should be noted that large 
quantities of wines and spirits continue to enter Vietnam through parallel trading via countries such as 
Singapore, Laos or Cambodia.  These trade flows are unaccounted for yet constitute a significant part of the 
Vietnam market.  
 
Beer 
 
Beer consumption has generally increased over recent years, and reached 17 litres per capita in 2007. 
Vietnam's beer production rose 19.2% last year to 1.85 billion  litres,  according  to  Government  statistics.  
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However, western-style beer drinking habits have become more and more common, making the Vietnamese 
market  highly  profitable  for  exporters and foreign direct investment. The  general  investment  climate  is  
positive, and. the privatisation of state-owned beer companies provides further opportunities for foreign 
investors: since 2001, Carlsberg (DK), for example, has witnessed  an  average  annual  growth  of  28%  in  
volume, and recently expanded its investment activities purchasing a 16% share in the formerly State-owned 
brewer HABECO.  
 
Wine 
 
Given that soil and climate conditions are not very favourable in Vietnam, the quality wine market is 
dominated by imported products. Domestic low quality production remains stable at approximately 10 
million litres per year, and with a price of approximately US$2 per litre caters mainly for local consumers. 
Demand for high quality products, however, is growing fast with a growth rate of around 8% annually and is 
expected to continue to do so in future years. European exports, clearly headed by France with a market 
share of 48%, mark the largest group by far, followed by Australia and Singapore, the latter however 
channelling third country products.  
 
Spirits 
 
Assuming a growth rate of 10%, the total spirits’ market is estimated at 16 million litres, with foreign 
spirits  still representing a small share of the total but steadily growing by around 10%. These numbers are, 
however, estimates and hence highly unreliable since parallel trading and smuggling is common practice, 
mainly due to an excessive tariff and taxation regime. 
 
Although reduced by 5% in January, the import tariff for spirits still remains high at 60%, and combined 
with a Special Consumption Tax (SCT) of 65%, general VAT and other taxes can easily come close to a 
200% increase over the Cost, Insurance and Freight (CIF) price for imported spirits. Hence, it can be 
expected that the market will develop even faster once these problems have been resolved.  
 
A very welcome development for the wine and spirits’ sector is the revision of the so-called Circular 9 
(09/2007/TT-BTM) allowing foreign traders to import and sell to distributors of their choice. While this 
may not have a great impact on other sectors, where WTO commitments provide for distribution rights for 
foreign investors from 2009, it is clearly an improvement offering some leeway for foreign alcohol 
importers, who will not enjoy distribution rights until 2010. 
 
b) Recommendations 
 
The main areas of concern for foreign players in the alcohol sector remain unchanged: counterfeiting and 
excessive and discriminatory tariffs and taxation. In addition, the limits on distribution rights continue to be 
a problem, and it remains unclear why wine and spirits are exempted from the general opening of the 
distribution sector at the beginning of 2009. Vietnam might want to rethink this policy in order to facilitate 
the legal distribution of original products and thus better protect the health of its citizens. 
 
Excessive tariffs and taxation 
 
Vietnam committed to reduce the tariff for spirits from 65% to 45% within 5 years of WTO accession, 
hence by 2013, and from 65% to 50%-55% for wines within 6 years respectively. The first reductions 
resulted in tariff rates of 62% for wine and 60% for spirits are a positive step in the right  direction, but even  
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the 45% tariff line as foreseen by the WTO commitments is by far exceeding international standards as well 
as common tariff rates for countries with similar growth rates. 
 
The high tariffs are complimented by the SCT, which applies an ad-valorem duty to all wines and spirits, the 
rate of which is dependent on the alcohol content. The main purpose of this tax, according to Vietnam, is to 
regulate consumption and avoid over-consumption potentially resulting in health damage and other social 
harm, the second purpose is to generate revenue for the State budget.  
 
Under current regulations, spirits with more than 40% alcohol content are subject to a 65% tax based on the 
CIF price+65% tariff rate, whereas spirits with an alcohol content of less than  40%  are  subject  to  a  40%  
rate. This system results in a de-facto discrimination on foreign products: in practice, nearly all spirits above 
40% volume are imported high quality spirits, mostly from Europe, and virtually no locally produced spirits 
are subject to the 65% SCT. Vietnam committed to introducing a non-discriminatory tax system for spirits 
within 3 years of WTO accession, but should do so as soon as possible since the current system does not 
only discriminate against foreign products and provide disincentives to foreign trade, but also sets wrong 
policy signals 
 
Regarding the main purpose of the SCT to protect public health, a specific alcohol tax does not only 
effectively address the problem of discrimination, but also seems to be more suitable to Vietnam. A specific 
tax is applied to all products alike, as it is calculated on the basis of a certain amount per unit of alcohol, 
thus penalising alcohol consumption proportionately to alcohol content, commensurate to the adverse 
effects on health or social behaviour.  An ad-valorem system penalises consumption of good quality, legally 
imported, genuine alcohols and encourages the consumption of cheaper and lower quality alcohol or even 
counterfeited one. 
 
In addition, experience shows that high ad-valorem duties fail to address the objective of reducing 
consumption and rather encourage smuggling and counterfeiting.  Furthermore, the risk of under-invoicing 
makes it unlikely that Vietnam improves its tax collection record in this sector, unless a specific rate is 
applied.  
 
In light of the above, we would recommend that the Government of Vietnam reduces tariffs on imports of 
alcohol to reasonable levels so there is no incentive for smuggling and counterfeiting practices. 
Furthermore, we would recommend that the new reform of the SCT adopts a specific rate approach, in line 
with international practice, that is coherent with Vietnam’s health protection policies and maximises 
revenue collection by the authorities. 
 
Counterfeiting 
 
Counterfeiting in the alcohol sector, as in many others,  remains  a  big  problem  especially  with  regard  to 
more expensive high quality spirits. Fake spirits are estimated to account for 15%-30%  of  all  spirits sold  in 
Vietnam, and carry serious health risks for consumers. In 2007, 67  complaints  on  Geo graphical  Indicators 
(GIs) have been made to the Economic Police regarding fake alcohol products,  and  9,000  fake  spirits  have 
been confiscated. The Government has recently enacted the long-awaited new Circular on criminal  sanctions 
against acts of piracy and counterfeiting on a commercial scale.  This new legislation, when coupled with the 
modification of the sanctions foreseen in the criminal code, expected in  2009,  may prove a valuable  tool  to 
tackle the issue of fake alcohol  more  effectively.  However,  for  as  long  as  the  penalties  foreseen  in  the 
criminal code lack any deterrent effect, the efforts  may  well  be  futile.  The  single  most  effective  step  to 
discourage counterfeiting,  besides  strengthening  IP enforcement  in  general,  would   be  a  comprehensive 
reform of the excessive tax and tariff system, as it will largely remove the incentive for this kind of activities. 
Otherwise, we would recommend  the  Government  to  confirm  its  commitment   to   IPR  enforcement  by  
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rapidly modifying the fines currently foreseen in the criminal code regarding acts of piracy and counterfeiting 
on a commercial scale.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

    42  



PHARMACEUTICALS 

 

2.5  PHARMACEUTICALS 

    43  



 
 
a) Overview of current status 
 
Health care system 
 
The health care system can be broadly classified into public (or Government) and private facilities. Most 
hospitals (97.8% of beds) are State-owned but still there are more than 60 private units, too. Outpatient care 
is provided principally in State clinics, private clinics and infirmaries. Generally, the standard of health care 
is poor and lacks an efficient insurance system. Government-subsidised health insurance has existed in 
Vietnam since the early 1990s but the Ministry of Health (MoH) reports that only 42% of the population had 
health insurance in 2006. The MoH has announced that from 2008 the Government plans to support 50% of 
health insurance premiums for 10 million persons living near the poverty line. 
At village level, very basic services are provided by community health workers. At the next level, 
communes (with about 8,000 persons each) are equipped with at least one health centre, staffed by assistant 
doctors and nurses who can dispense drugs and traditional medicines. District health centres and hospitals 
are responsible for coordinating health programmes and providing basic secondary services for the district. 
Each district hospital serves up to 200,000 persons. Provincial hospitals provide specialist care outside the 
major cities. 
Although the role and share of the private sector has been growing recently, regulation of the sector is still 
minimal. A number of foreign-owned clinics and polyclinics have appeared in recent years ever since the 
Government allowed 100% foreign-owned hospitals in 1997, although few locals can afford the prices of 
these facilities. Vietnam has a large number of private clinics; of these, however, many are very small and 
locally owned and do not necessarily conform to Vietnamese Government standards. 
 
Market 
With about 86 million inhabitants and a population growth rate well above 1% annually, the Vietnamese 
market for pharmaceuticals has been increasing fast, although from a near zero baseline. According to the 
MoH, in 2007 the consumption was US$ 1.136 bn, that is about US$ 13.21 per capita (IMS Health 
pharmaceutical market intelligence estimates lower figures with a total market of US$ 861 million). 
Forecasts predict a per capita spending at around US$ 17-20 in 2010, mainly driven by the increase of 
purchasing power. 
 
Growth over the last few years was mostly generated by the great increase in the sales of cheap over-the-
counter (OTC) products and by the introduction of State financing in the use of high-value oncological 
drugs. The share of locally produced drugs in the total consumption is increasing: a few years ago it was 
below 40%, whereas, according to the MoH, in 2007 it reached almost 53%. By 2010, it is expected that 
60% of the pharmaceutical market would be served by locally-made products. In terms of volume (i.e. units 
of drugs sold), local producers supply about 70% of the demand; however, in terms of value, the ratio is just 
the opposite with a 70%-75% share of imported products. The latter ratio is also typical for the novel 
products on the market. 
 

Product balance indicators 2005 2006 2007 2007/06 
(%) 

Total consumption of drugs (million US$) 817.4 956.4 1136.0 118.8 
 - of which domestically produced (million 
US$) 

395.2 475.4 600.6 126.3 

Import, including raw materials (million US$) 650.2 710.0 810.7 114.2 
Export (million US$) 17.7 19.7 40.0 203.0 
Consumption per capita (US$) 9.85 11.23 13,21 117.6 

Source: Ministry of Health, May 2008 
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At the end of 2007 there were 78 pharmaceutical manufacturers and 6 vaccine producers plus a large 
number of traditional oriental medicine producers in Vietnam. The market was served by 90 importers, 
some 800 domestic wholesalers and distributors, and more than 39.000 public or private retail pharmacies. 
The number of registered foreign companies increased considerably over the year, from 320 to 412 by 
December 2007. 
 
MoH figures show that the Vietnamese pharmaceutical market has been growing by a rate of 17%-19% in 
recent years. IMS predicts similar growth rates for the coming years, too. However, some slowdown may be 
expected in the short term if the Vietnamese Government does not succeed in controlling efficiently the 
rising inflation of the first quarter of 2008. Disease patterns are changing from the communicable diseases 
to ones more typical of developed countries. The top five reasons for hospitalisation today: pneumonia, 
acute pharyngitis and tonsillitis, acute bronchitis and bronchiolitis, primary hypertension and transport 
accidents. 
 
Although market data are filled with uncertainties, a few important features are clear: (1) the market is 
growing at a fast pace; (2) the non-prescription (OTC) market is already dominated by local products, 
whereas their share in the prescription market is much smaller, at around 20%; (3) cheap locally-
manufactured or Asian import generic products make up for a large quantity of the market. 
 
Production and trade 
 
The local production of pharmaceuticals is increasing steadily and, even with a modest estimate, represents 
about one third of the national consumption. Drug toll-manufacturing is encouraged by the Government 
(e.g. easier registration for locally produced drugs, favourable conditions for use in hospitals). 
 
According to the Ministry of Industries and Trade, imports of final pharmaceutical products originate 
mainly from France, South Korea, India, Switzerland, Thailand and Singapore. Imports of raw materials are 
also increasing. Vietnamese exports, on the other hand, are negligible. 
 
Parallel importation is legal. On the whole, it is not significant, but for certain individual products, mainly 
those of the big multinational companies, it may become the main source of supply. Smuggling (mainly 
from Cambodia and China) is still an important problem: it is estimated that about 4% of the market is 
covered by smuggled drugs, some of them legally produced but illegally imported, others simply fake 
products. 
 
The maximum duration of registrations is 5 years. This term is generally granted as a standard but, 
especially for domestic products, 3-year licences are also common. The MoH sometimes issues registrations 
that are valid for one year only. At the expiry of the licence, re-registration is necessary. One central 
problem is that even the re-registration’s duration is limited, so the procedure must be repeated periodically. 
Product re-registration may be rejected for reasons other than safety and efficacy. There are also a few 
features of product registration that discriminates against imported drugs (e.g. clinical tests to be conducted 
in Vietnam unless the product has been used for  at least five years in its country of origin). 
 
Distribution 
 
In terms of pharmaceutical goods, Vietnam operates a restrictive distribution system whereby all imported 
products must be shipped into the country through approved domestic import companies. Foreign 
companies may receive import rights after 1 January 2009. The wholesale of drugs directly through 
representative   offices   is   not   permitted,   either.  Activities  of  the  representative   offices   of   foreign  
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pharmaceutical companies are limited to promotion. However, Government decree 72/2006/ND-CP22 may 
render even this activity ineligible. It seems that the main aim is to transfer the representative offices into 
branches importing drugs and selling them immediately to domestic distributors, and paying taxes according 
to the Vietnamese law. Nevertheless, even one and a half years after the publication of decree 72/2006/ND-
CP, the detailed Ministerial regulation is still awaited and most of the representative offices are continuing 
their business as usual – in a seriously incomplete legal environment. 
 
Most of the 800 wholesalers and distributors are small private companies, many of which are poorly 
equipped and cover a small geographical area. There are 39,061 pharmacies which means that  there is one 
outlet for every 2200 inhabitant, and with an estimated 55%-60% share they constitute the most important 
segment of drug sales. Nearly 50% of the pharmacies are located in the key urban areas of Ho Chi Minh 
City and Hanoi. In practice, most drugs are readily available over the counter in pharmacies, even 
prescription ('specialty') drugs. OTCs account for an estimated 36% of the market by value. 
 
State enterprises have a de facto monopoly for the supply of hospitals, although in many cases these 
transactions are invoiced to intermediary private companies. With the exception of a few nationwide 
projects mainly aimed at major diseases (e.g. malaria, TBC), the tendering system for hospital supplies is 
also barely transparent, lacking central and uniform guidelines. Generally, each hospital can set the criteria 
itself, applying highly subjective and insignificant conditions. 
 
Pricing is a sensitive issue. The registration files, issued by the MoH, set the so-called registered price of 
each drug, which is the theoretical maximum market price. In many cases drugs are actually sold at 
considerably lower prices. However, even in such cases, the prior consent of the MoH is required for any 
market price rise. The MoH is clearly opening the door for the entry of cheaper drugs on the market, mostly 
generic ones, even at the expense of unacceptable discrimination against imports in its pricing policy. 
 
Intellectual property issues 
 
Violations of intellectual property rights are widespread, and IP protection is generally regarded as 
inadequate. Many illegal products are marketed (fake products as well as deceptive packaging) and the fight 
against them has been rather inefficient so far. At the request of the USA trade association PhRMA, 
Vietnam has been placed on the USTR Special 301 watch list  for several consecutive years now. With 
WTO accession and with the acceptance of the TRIPs agreement, steps have been taken towards the 
implementation of WTO principles. Most notably, a new IP law has been in force since 1 June 2006. With a 
few shortcomings, the law is basically up to international standards but its enforcement is still poor and 
penalties have not been efficiently deterrent. 
 
b) Opportunities (trends and potential) 
 
For foreign companies, the trade practices in the Vietnamese pharmaceutical market are among the most 
restrictive and bureaucratic in the region. However, there is still market potential as the demand for high 
quality and new drugs cannot be fulfilled by the local industry. In the medium to long term, market potential 
is expected to improve as the population and per capita GDP increase. Nevertheless, in the absence of an 
efficient financing system based on social security contributions, the growth is highly sensitive to the actual 
budgetary situation. Healthcare sector privatisation has been  discussed recently but real moves can rather be 
expected in the long term only. 

                                                 
22 Decree No. 72/2006/ND-CP of July 25, 2006, detailing the Commercial Law regarding Vietnam-based representative 
offices and branches of foreign traders. Effective from 14 August 2006. 
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On the production side, we can expect local manufacturing to increase in future at a rate of 5% to 10% per 
year, although the lack of a chemical industry may hamper the development of local production. Locally 
manufactured drugs are strongly encouraged by the central Government and are sold at really low 
competitive prices (in comparison with imported ones). However, due to the high ratio of imported raw 
materials, they are greatly exposed to worldwide market prices and to the strength of the local currency. 
 
On the import side, the trend is difficult to evaluate. Eurostat data show that Vietnam is a promising market 
for EU pharmaceutical products (CN code 30), although the rate of increase of imports from the EU (from € 
158,5 million in 2005 to € 184,3 million in 2007) is lower than the growth of total pharmaceutical imports. 
Recently the Indian and South Korean manufacturers have gained considerable market share and the trend is 
likely to continue in the future, too. There is also a significant shift from finished goods to raw materials, for 
which the demand is growing rapidly. 
 
More investments, mostly from domestic manufacturers, are likely in this area in the medium term, with the 
imported goods facing a tougher challenge. Looking for technology transfer, local companies and investors 
are also interested in various ways of co-operation. 
 
c) Recommendations 
 
- Market trends 
 
Since the OTC products and antibiotics have gained a considerable share of the market (about 2/3), it is 
generally the main potential target area for increasing sales. On the other hand, there are a few niche market 
categories with exceptionally fast growth rates (e.g. antineoplast and immunomodul products, blood and 
blood forming organs products, hospital solutions). 
 
- Exports to Vietnam 
 
Exporters must thoroughly analyse the conditions under which foreign-invested enterprises may operate 
from 1 January 2009. It should be noted that even after 2009 Vietnam still intends to maintain the 
restrictions for exclusive distribution rights as domestic companies. 
 
- Investment opportunities 
 
For foreign manufacturers the establishment of joint ventures may be a  viable  solution  in  overcoming  the 
disadvantageous discrimination of imported drugs and also for protection against widespread copy products. 
According to  Vietnam’s  WTO  commitments, 100% foreign - owned  manufacturing  plants  may  also  be 
established; however, the distribution will still be subject to restrictions as foreign participants. 
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a) Overview 
Fifteen years ago, Vietnam’s local mechanical engineering industry satisfied less than 10% of the country’s 
demand. In recent years, however, rapid development has been driving the industry. Whereas in 1995, the 
turnover of the mechanical engineering sector was only VND 13.840 billion, it surged to VND 90 billion by 
2005, representing 21.9 % of the country’s total industrial output. For 2007, the preliminary statistics 
indicate an output of VND 113.317 billion. Today, Vietnam already satisfies 40% of the needs of domestic 
mechanical engineering. On the other hand, this implies that 60% of the demand has still to be satisfied by 
imports. 
The export of mechanical products has experienced a similar trend. In 2006 the export volume amounted to 
US$ 1.174 million, but during the first nine months of 2007 the same figure stood already at US$ 1.918 
million. Non-standard products (US$ 741 million), transformers (US$ 355 million) and electric motors 
(US$ 305 million) make up most of the exported items in the machinery and mechanical engineering 
industry. 
Vietnam’s machinery import  

Year 1986 1995  2000 2001 2002 2003 2004 2005 2006  
US$ 
million 

749 2 097 4 781 4 949 5 880 7 983 9 207 9 285 10 800 

 
Source: General Statistics Office, The Vietnamese international merchandise trade for 20 years renovation, 2006 
 General Statistics Office,  http://www.gso.gov.vn  
 
One of the targets of the Vietnamese Government is to establish Vietnam as an industrial nation by 2020. 
With reference to this objective, the Government approved a master plan in 2002 called “Strategy on 
development of Vietnam’s mechanical engineering industry till 2010, with vision to 2020”.23

 
According to this plan, priority is to be given to the development of the following key mechanical 
specialties and products, in order to meet the basic demands of the national economy: 

- Complete equipment 
- Prime movers 
- Mechanical engineering in the following areas: agriculture, forestry, fisheries and the processing 

industry 
- Machine tools 
- Construction engineering 
- Ship-building engineering 
- Electric/electronic technical equipment 
- Automobiles, communications and transport engineering 

Manufacturing of complete equipment has priority in the following sectors: 

 Hydro power plants 
 Thermal power plants 

                                                 
23 The full text can be downloaded from this link :  
http://vbqppl3.moj.gov.vn/law/en/2001_to_2010/2002/200212/200212260001_en/lawdocument_view . 
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 Cement plants 
 Steel mills 
 Chemical plants, fertilizer plants 
 Exploitation and the processing of aluminium bauxite 
 Ore extraction facilities 
 Petrochemical industry 
 Agricultural products and food processing lines 

At the moment, the Vietnamese mechanical manufacturers produce some 250,000 tons of non-standard 
products or steel structures, 6,000 tons of standard products and 11,000 tons of sectoral products annually. 
Apart from renowned manufacturers such as Lilama, MIE, Vinaincon, Agrimeco, Coma, Vinashin, Quang 
Trung and others, new investments have been considered for the period 2007 – 2015 in order to establish 
more mechanical factories, including: 

• Three factories to produce heavy machinery (such as turbines, generators, crushers, boilers,            
material handling, etc.) 

 
•      Ten factories to produce steel structures 

• Further factories to produce 
o Transformers 
o Pumps 
o Valves 
o Chains 
o Electric motors 
o Gearboxes 
o Hydraulic equipment 
o Bearings 
o Other products 

Taking into account today’s fast pace of development, experts predict that many industries will be of a much 
larger scale by 2020: electricity production as well as oil and gas production is expected to double, whereas 
the cement industry could quadruple in the same period. Certainly, such a growth rate will require more and 
more mechanical engineering works as well as the supply of complete equipment. 
The demand for complete equipment to be used in the hydro power, thermal power and cement sectors in 
the period 2007 – 2015 may be forecasted as follows: 

 
Mechanical engineering  

Hydro power 
[ton] 

Thermal power 
[ton] 

Cement 
[ton] 
 

Sectoral equipment 131,842  1,039,336 185,029 

Non-standard products 199,158 1,340,339 388,208 

Source : Ministry of Industry and Trade 
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b) Recommendations 
 
Since the engineering industry is considered to be a key factor in achieving the country’s goals of 
industrialisation and modernisation, the Government will make significant efforts to expand this industry.  
Vietnamese companies are compelled to increase the quality of their equipment and will be able to 
manufacture mechanical quality products which comply with international standards before long. 
 
Several European companies already cooperate closely with Vietnamese partners; more and more 
companies regard Vietnam as a persuasive alternative to China. Therefore, the potential for a mutually 
fruitful partnership is promising. 
 
Yet, Vietnamese companies frequently lack know-how, technology and capital: factors which are plentiful 
in internationally-active European companies. On the other hand, European labour costs are relatively high 
and thus uncompetitive in a global context. The cost structure of Vietnamese companies is highly attractive, 
and even withstands comparison with China. Vietnam’s advantages are manifold, since it offers a better 
quality of work as well as better protection for intellectual property rights than many other countries in the 
region. 
 
Consequently, the teaming up of European and Vietnamese partners can be a profitable business, offering 
Vietnamese companies access to Western know-how and, at the same time, European companies a reliable 
and cost-efficient production base in Asia.  
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Overview 
 
The Banking and Financial services’ sector is controlled by the State and supervised closely by the State 
Bank of Vietnam (banking services), Ministry of Finance (insurance services), and the State Securities 
Commission (stock exchange and securities). Foreign businesses in the sector that have adopted a long-term 
approach have managed to develop a profitable business. Whilst this sector is not fully developed there is 
potential for suppliers to make sales. Vietnam looks carefully at costs but is not put off by a high price if the 
quality is what they require. A significant amount of aid money is being spent on developing/reforming 
Vietnam’s banking and finance sector. Consultancy and services provider companies with a good track 
record in this sector will be well positioned to win such business. 

1) Banking sector 
 
In 1990 Viet Nam adopted the Ordinance on the State Bank and the Ordinance on Banking, Credit Co-
operatives and Financial Institutions in order to create a legal framework for the banking system. Since then 
the banking system in Viet Nam has made considerable progress. The re-organisation of the banking system 
in May 1990 has strengthened the role of the State Bank of Viet Nam as the central bank (i.e. regulatory 
body in charge of development policies, licensing, etc.) and thus transferred the credit function to 5 state-
owned commercial banks (SOCB) which are: the Viet Nam Bank for Agriculture and Rural Development 
(VBARD), the Vietnam Bank for Investment and Development (BIDV), the Bank for Foreign Trade of Viet 
Nam (VietcomBank), the Vietnam Industrial and Commercial Bank (VietincomBank), and the Mekong 
Housing Bank. In 2002 the Government of Vietnam decided to establish the Bank of Social Policies whose 
primary functions are to provide concessional credit to poor peoples, provide subsidised funding to create 
jobs for the poor, i.e. not for profit purposes. 
 
The State Bank of Vietnam (SBV) is reforming many aspects of the operating environment for banks to 
meet international standards – developing key regulations based on international standards, including the 
Basel II core principles such as loan classification, prudential standards and the establishment of wholly 
foreign-invested banks. 
 
Since 1990, the banking sector in Viet Nam has become a diversified and multi-sectoral industry. Viet Nam 
currently has three types of financial institutions: commercial banks, credit co-operatives and financial 
companies. 
 
To date there are 37 foreign bank branches, five joint venture banks, four foreign invested leasing 
companies including joint ventures and 100% foreign invested ones, and 52 representative offices of foreign 
credit institutions in Viet Nam. 
 
Vietnam’s banking reform roadmap, prepared by SBV, was recently endorsed by the Politburo. SBV will 
now issue a decision to put the strategy into effect. The reform entails fundamentally re-writing the law on 
credit institutions and the law on the SBV. They will be approved in 2008 and becomes effective from 2009. 
The laws will be designed to transform the SBV into a modem and independent central bank charged with 
executing monetary policy and supervising the banking system. The supervision functions of the SBV will 
be separated from its management functions in relation to SOCBs, and the operation of SOCBs on a 
commercial basis will be ensured. The laws will also be in compliance with the World Trade Organisation 
commitments. 
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The organisational and financial restructuring of SOCBs is to support their commercial orientation is 
expected to happen alongside their equitisation, to be completed by 2010. VietcomBank (one of SOCBs) 
was equitised in 2007 through an Initial Public Offering (IPO) with the state’s shareholding in VietcomBank 
remaining at 70% which is going to be reduced to 51% in 2010. 
 
Most of the SOCBs are presently working to improve standards and performance with new management 
tools, as well as to enhance organisational structures, internal controls, staff training and other methods. 
Most banks have implemented International Auditing Standard audits and are implementing the audit 
recommendations – all of the SOCBs have credit manuals (dated 2004) and strategies to 2010. 
 
The 1st of April 2007 was an important date for the banking sector of Viet Nam to show its ability to comply 
with WTO commitments, i.e. Vietnam should start allowing foreign banks to locally incorporate on the 
condition that there must be an agreement between the State Bank of Viet Nam and the financial services’ 
supervision authority of the foreign banks’ home countries. So far, the State Bank of Vietnam has signed 
such an agreement with South Korea, Taiwan, Russia, Malaysia, Australia and the UK so banks from other 
countries will have to wait a bit longer before they can establish 100% foreign-owned banks in Viet Nam. 
Notwithstanding, as at the end of March 2008, no foreign bank was allowed to locally incorporate due to 
various other reasons. 
 
Following the successful acquisition of shares in local joint stock banks by Hongkong & Shanghai Banking 
Corporation (HSBC), Standard Chartered Bank and Australia and New Zealand Banking Group Ltd. (ANZ), 
few other foreign banks have formed partnerships with other joint stock banks in order to have a greater 
participation in Viet Nam’s financial sector, i.e. they would be able to tap a wider customer base in the retail 
segment, and local joint stock banks to gain foreign expertise and technical experience. 
 
Asia Commercial Bank – one of the established joint stock banks – was first listed in the Ho Chi Minh City 
Securities Trading Centre by late 2006. That was a bold move which helps the bank to raise equity when 
required faster, easier and at a cheaper rate.   
 
Other newly established joint stock banks (Global Bank, An Binh Bank, Sai Gon Ha Noi Bank) were able to 
expand their market share by signing strategic alliance agreements with Vietnam’s big state owned 
corporation, such as Petro Viet Nam, Electricity of Viet Nam, Viet Nam Rubber Corporation respectively. 
This also helps banks raise funding when required. 
 

Foreign Exchange Management Reserves 
 
The State Bank of Viet Nam has decided to make greater use of the Euro in reserves, in proportion to its 
trade volume with European countries.  The Governor was, however, criticised because of the fall of the 
Euro against the US Dollar (in 2006 and early 2007) which has led to an apparent drop in reserves. With the 
recent reverse trend of the Euro against the US Dollars such pressure on the Governor has eased. 
 

2) Stock market 

Overview 
 
The Government has developed its equitisation plan since 1992. The State Securities Commission (SSC), 
has its headquarter in Hanoi with a representative office in  Ho  Chi  Minh  City.  The  Ho  Chi  Minh  City  
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Securities Trading Centre – now the Ho Chi Minh City Stock Exchange (HOSE), the first ever exchange of 
Vietnam, was officially inaugurated on 20 July 2000 and trading commenced one week later. Initially, two 
equity issues were listed – the Refrigeration Electrical Engineering Joint Stock Corporation and 
Telecommunication Material Joint Stock company 
 
The Hanoi Securities Trading Centre (HaSTC) and HOSE are also the official mechanism through which 
new government bonds are issued, and their functions as the secondary market for a number of existing 
bond issues. All securities traded on HaSTC and HOSE are denominated in Vietnamese Dong.  
 
The SSC, a body established formally in 1996, is responsible for capital markets’ development, licensing of 
participants, and the issue and enforcement of regulations. A wide range of regulations, with significant 
input from multilateral bodies such as the International Finance Corporation, have been promulgated, 
including those dealing with such issues as insider trading, take-over trigger points and margin lending. In 
order to be listed, a company must have been profitable for at least two years, have a minimum 
capitalisation of approximately US$ 310,000, and have at least 50 shareholders who are not employees of 
the company, holding at least 20% of stake. Foreign invested joint venture companies are technically 
qualified to list, but in order to do so, they must be reorganised into joint stock company status.  

 
With regard to international integration, the SSC has cooperated with over 20 countries, securities 
commissions, Stock Exchanges (SE) and international financial organisations like ADB, IFC and the Japan 
Monetary Institute to develop its SE by completing the legal framework, internationalising the 
administration of listed companies and developing its workforce. Besides, the SSC became a full member of 
the International Organisation of Securities Commission (IOSCO) in May 2001, whose members have 
helped develop the SE in Vietnam. Additionally, the SSC is also seeking to connect with the Singapore 
Stock Exchange, which is part of an agreement signed between the Vietnamese and Singaporean Prime 
Ministers. The SSC is also compiling measures to develop bond markets with Asian countries and 
ASEAN+3 countries (China, Japan and South Korea). 
 
There have been four foreign banks licensed to accept custody of securities. They are HSBC and Deutsche 
Bank (Ho Chi Minh City branches), Standard Chartered Bank and CitiGroup. Custody is based on a central 
depository, central registry book entry system. 
 
Vietnam’s financial market has had a tumultuous start to the year. The once high-flying stock market has 
fallen more than 30% since 1 January 2008 as inflation has ballooned.  

On 8 November 2006, VN-Index was first introduced with 525.99 points. After 4 months, on 12 March 
2007, VN-Index peaked at 1,170.67 points. One year later, on 25 March 2008, it bottomed at 496.64 points.  
 
The Government is taking serious action to remedy the situation. After a series of Governmental and SSC 
measures took effect, the stock market has showed signs of recovery in recent trading sessions, with indexes 
increasing in both Ho Chi Minh City and Hanoi bourses. 

Notwithstanding, the stock market is likely to be volatile in the short term due to fears over further 
tightening measures by the SBV. 

Stock Market 
 
Market regulators have said they want to raise Vietnam’s stock market value to between 50% and 60% of 
gross domestic product this year from 43.4% in 2007. GDP grew 8.5% to US$ 71 billion last year. 
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Statistics released by the SSC show that there are more than 10,000 foreign investors’ accounts, including 
640 opened by institutional investors. The figure represents a considerable increase in the number of 
accounts compared to the end of 2007, when there were only 7,500 foreign investor accounts. 

By early March 2008, 600 foreign organisations and over 9,200 individuals were granted transaction codes, 
an increase of 5% and 2.4% respectively, over the previous month. 

Vietnam currently has 150 kinds of listed shares, 375 kinds of listed bonds, mostly government bonds, and 
three listed investment funds totalling nearly VND 99,864 billion (US$ 6.24 billion), according to the latest 
statistics from the securities commission. 
 
Intermediaries 
 
By the end of 2007, the SSC had licensed 87 securities’ trading companies, 22 investment funds and 
securities’ investment companies.  
 
Legal framework 
 
• Securities and Stock Laws were passed by the National Assembly in June 2006, which took effect from 

1 January 2007. The SSC is now drafting implementation guidelines for these laws. 
• The Ministry of Finance signed Decision 898/QD-BTD on 20 February 2006 to promulgate the Stock 

Market Development Plan 2006-2010. Detailed plans (including a plan to develop the operation of 
securities trading companies) are being drafted. 

• The Ministry of Finance issued Circular No. 11/2006/TT-BTC to amend Circular No. 110 dated 12 
December 2004 to provide advice on how to collect, manage and use all fees and charges in the banking, 
stock and insurance activities. 

 
Some outstanding issues 
 
• Although the market capitalisation has grown strongly during the last few months, it is still tiny when 

compared with other countries. The Stock Exchange blames its unattractiveness on the small market 
scale and unclear policies for foreign investors – most of whom are not residents in Vietnam. 

• The legal framework is still at an early stage and hence a lot of amendments and additions are still 
required to accommodate new products (such as OTC transactions, derivatives, etc). 

• Many financial institutions (including banks, insurance companies, management companies, brokers, 
etc.) in Vietnam show very weak knowledge and ‘bring into play’ of the financial instruments (both at 
the issuer and investor sides). 

• The transparency of the market via the quality and timely manner of the information available to the 
investors is not high. 

• Infrastructure, especially the IT technology of the securities’ trading centres and companies, was left 
behind given the strong growth of the market. The present system lacks ‘extension/upgrading capacity’ 
to perform connections (in real time) with the organisations of the securities’ industry, which have 
obligations of information disclosure and reporting to the SSC. 

• Supervision and law enforcement capabilities of government bodies. 
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3) Insurance 
 
On 9 December 2000, the National Assembly passed the Law on Insurance Business. This law, which was 
drafted with the help of the European Commission’s Eurotap programme, is the main law regulating the 
industry and aims to regulate the obligations and rights of organisations and individuals. The previous 
Decree (18 December 1993) had become outdated because of the rapid development of the industry.  
 
Although the insurance industry has developed strongly in recent years growing at a rate of 28%-29%, 
insurance premiums are still only a modest 1.5%-2.0% of GDP. A number of reforms announced recently 
by the Ministry of Finance (MoF) along with the rising pressure of integration are expected to spur 
insurance firms into seeking a greater share of the domestic market. The equitisation of Bao Viet in 2007 – 
currently the dominant player in the insurance market with around 40% market share - is believed to pave 
the way for a more level playing field in the insurance sector. 
 
There are currently 30 insurance enterprises operating in Viet Nam, of which 2 are state owned enterprises, 
10 joint stocks and 18 foreign invested ones. In addition, there are 30 representative offices of foreign 
insurance firms. 
 
After 10 years implementing open policy, enhancing international integration, attracting foreign investment 
in combination with promoting internal forces, Viet Nam insurance market has achieved great progress both 
in quantity and quality. Average growth rate of insurance premiums during 1993-2004 was about 30% 
annually. The ratio of insurance premiums on GDP has increased from 0.37% in 1993 to 1.86% in 2004, and 
is targeted to reach 4.2% in 2010. 
 
Life insurance: In 2005 Viet Nam's life insurance market stabilised after a period of rapid development, 
according to the MoF. The total amount paid for life insurance premiums reached more than VND 8.18 
trillion (around US$ 512 million) in 2005, up only 12% over 2004, much lower than the 50%-60% growth 
rates of 1998-2003. The stability was considered as a main factor that would help the Vietnamese life 
insurance market to be competitive during the process of international economic integration. The stability 
has also made the domestic life insurance market more attractive to foreign companies. Three new life 
insurers that were recently licensed include Cathay Life (Taiwan), Eastern Life (Singapore) and Ping An 
(China). 
 
This fact, however, has placed competitive pressure on local life insurance companies. As a result, many of 
them have changed from short-term to long-term investments, purchasing government bonds and investing 
directly in projects to develop infrastructure facilities and production. 

Statistics show that domestic life insurance companies have poured up to 49% of their total investment into 
government bonds and 44% into credit organisations. The MoF has co-ordinated with relevant agencies to 
take measures, including offering investment incentives and commercial loans, in order to facilitate 
insurance companies’ investment activities. 
 
4) Accountancy 
 
The history of the development of accounting in Viet Nam correlates with the accounting practices of 
countries, which, over the years, have formed strong military, social or trade links with Viet Nam. In the 
period 1960 – 1969, the Vietnamese accounting system was strongly influenced by China. During the period 
1969 - 1989, the former Soviet Union played a catalytic role and from 1989 to 1995, France and the United 
States of America had some influence.  
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However a move to gradually align to International Accounting Standards (IAS) by the Ministry of Finance 
commenced from the early 1990s. The complete set of Vietnamese Accounting Standards (VAS) was issued 
by the end of 2003. VASs were based on IASs, knowledge of regional countries’ standards, experience of 
practising auditing services over the last years by Vietnamese auditors, and Viet Nam’s prevailing legal 
provision and requirements. 

5) Auditing 
 
In response to the requirements of the economy in the process of moving to a market-based system and 
international integration, external auditing activities have come into existence and substantially developed in 
the later part of 1990s. With a view to establishing a legal framework for the establishment, development 
and management of external auditing activities, the State promulgated the Regulation on Independent 
Auditing in the National Economy, the Regulation on the Examination and Issuance of Audit Certificate, 
and the Regulation on Registration and Practising Audit Profession.  

 
The top six global audit firms dominate accountancy in Vietnam. With the never ceasing work of ODA 
projects foreign accountants continue to maintain strong business results in Vietnam. Also their workload 
has increased significantly with the implementation of the Enterprise Law. This law has given many private 
sector Vietnamese companies the chance to become legitimate. Previously they had operated in a manner 
that was “tax efficient” by avoiding the attention of the authorities. Since the passing of the Enterprise Law 
the number of private Vietnamese companies continues to grow rapidly. Accountants are regularly advising 
well-established Vietnamese business on how to become a limited company especially after a number of 
years of operation. 

6) Conclusion 
 
The route for the development of the financial services sector in Vietnam seems well established. The role 
of foreign business and their scope for operation will probably dictate the pace of the expansion of this 
industry. The US-Vietnam bilateral trade agreement also covered a number of points relating to this sector. 
The Vietnamese authorities have made a commitment that all-European banks and companies will compete 
on a level playing field. 
 
Whilst there is still an element of uncertainty within the Vietnamese Government as to how to take forward 
the financial services industry, especially in relation to foreign involvement, it seems that the pendulum has 
now swung more to the side of those who believe that a vibrant financial services sector is for the overall 
good of the Vietnamese economy and its overall development. 
 
 
 
 
 
 
 
 
 
 
 
 

    58  



DEVELOPMENT OF INFRASTRUCTURE 

 

3. DEVELOPMENT OF INFRASTRUCTURE 

    59  



TRANSPORT 

 

 3.1  TRANSPORT 

    60  



 
 

 3.1.1 Air Traffic 
 
Vietnam is divided into 3 air traffic regions. There are four international airports, two in the north (Hanoi 
and Dien Bien Phu), one in the centre (Da Nang) and one in the south, (Ho Chi Minh City) and 19 domestic 
airports. Six (6) airports are located in the north, eight (8) in the centre and nine (9) in the south. Several 
more airports will be upgraded to international status in the years to come. Air traffic is growing strongly, 
and approximately 14.5 million passengers were handled in 2007. A new international airport is planned to 
be constructed in the south to replace the present Tan Son Nhat airport outside Ho Chi Minh City. Other 
major approved construction programmes include Chu Lai and Da Nang airports as well as an extension to 
Noi Bai international airport in Ha Noi. 
 
Comprehensive development plans include an upgrade at most airports. The upgrade includes buildings 
(terminals) and runways as well as modern navigation equipment required to raise standards to acceptable 
levels. The airport infrastructure is generally underdeveloped, and is not capable of handling the sharp rise 
in passengers and cargo expected in the years to come. Passenger traffic is expected to grow by 12%-15% 
annually. The capacity of the airports will be increased to handle about 33 million passengers before 2020. 
The required investment until 2020 has been estimated at $13.8bn. 
 
Vietnam lacks the means to finance these projects that runs into billions of dollars and ODA has been and 
will be requested. Japan has shown interest in supporting this sector, and Japanese companies should be 
considered as strong competitors.  
 
Three private Vietnamese airlines have received operational license in 2007 and 2008 (Pacific Airlines, 
VietJetAir, Air Speed Up), and Phu Quoc Air is expected to hand in its application for a license shortly. 
 
The government has opened-up for foreign investment in airports and airport construction (BOT and other 
models) as a necessary means to accelerate the modernisation of this important service industry.  

 
 3.1.2  Land Transportation and Public Transport 

 
a) Overview 
 
Though still at a very early stage of development, the situation of road transportation in Vietnam could be 
assessed as being average. Nonetheless, road transportation deficiencies make for one of the main remaining 
obstacles of the future economic and social development of the country.  
 
Funding is the main problem faced by the development of transport infrastructure. The Government of 
Vietnam lacks sufficient funds for the scope of work involved, and the Build-Operate-Transfer and Build-
Transfer-Operate schemes are not attracting as many investors as desired (The Vietnamese definitions and 
regulations of all the BT schemes –“Build-Transfer”-, can be found in the Decree 62-1998-ND-CP of the 
Government dated 15 August 1998 amended by Decree 02-1999-ND-CP of the Government dated 27 
January 1999). Only relocation expenses which represent up to four times the cost of the construction, and 
negotiations between the construction companies and the local and central administration about the 
responsibilities of relocation can delay works indefinitely.  
 
European companies have opportunities in the infrastructure consultancy to carry out the planning, feasibility 
and  supervision  of  the  works.  Complementary  products  and  services   such  as   materials,  public work 
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machinery and management systems can benefit from the expected increase of demand due to these 
projects.  
 
b) Legal Framework. 
 
DECISION NO. 344/2005/QD-TTG OF DECEMBER 26, 2005, ON DIRECTIONS, TASKS AND PLANS FOR COMMUNICATIONS AND TRANSPORT 
DEVELOPMENT IN THE MEKONG RIVER DELTA TILL 2010 AND ORIENTATIONS TOWARDS 2020 
 
DECISION NO.101/QD-TTG APPROVING THE PLANNING ON DEVELOPMENT OF COMMUNICATIONS AND TRANSPORT IN HO CHI MINH CITY 
UP TO 2020 AND AN AFTER 2020 VISION 
 
VIETNAM EXPRESSWAY MASTER PLANNING PROPOSAL, NO. 5104/TR-BGTVT DATED ON AUGUST 19, 2005 BY MINISTRY OF TRANSPORT 
 
DECISION 177/2004/QD-TTG; MASTER PLAN FOR DEVELOPING VIETNAM AUTOMOBILE INDUSTRY 
 
DECISION NO.162/2002/QD-TTG DATED NOVEMBER 15, 2002 OF THE PRIME MINISTER APPROVING THE PLANNING ON DEVELOPMENT OF 
VIETNAM'S LAND-ROAD COMMUNICATIONS AND TRANSPORT SECTOR TILL 2010 AND ORIENTATIONS TILL 2020. 
 
DECISION NO 06/2002/QDD-TTG ON JANUARY 7, 2002 APPROVING THE MASTER PLAN ON THE DEVELOPMENT OF VIETNAM RAILWAYS 
TRANSPORT SECTOR TILL 2020 
 
DECISION NO. 34/2003/QD-TTG OF MARCH 4, 2003 ON THE ESTABLISHMENT OF VIETNAM RAILWAYS CORPORATION 
 
c) Infrastructure 
 

c.1  Roads  
The length of Vietnam’s road system is about 222,180 kms with only 19% paved. That length is divided into 
National Roads (17,295kms), Provincial Roads (27,762kms), District Roads, Urban Roads, and Commune 
Roads. National, Provincial and District Roads accounted for 137,359kms, of which 39.02% were asphalted. 
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The government has established the Vietnam Expressway Development Investment Company (VEC), a 
special company which is in charge of building, maintaining, controlling and developing expressway 
projects, replacing the previous Project Management Unit (PMU) model. 
 
Prospects 
The future of road transportation in Vietnam relies mainly on the planned construction of Expressways, with 
a prospected total network of 6,313kms. 
  

a) North to South Expressway Axis composed of 2 sectors with a total length of 3,621 kms: 
b) Northern expressway network, consisting of 6 centripetal sections  linked  to  Hanoi  with  a  total 
length of 1,074 kms. 
c) Regional, central and highland expressway network: consisting of 4 sections with a total length of 
524 kms. 
d) Southern regional expressway network: consisting of 8 sections with a total length of 1,094  kms. 

VEC has identified three funding options for the implementation of the Expressways: 100% government 
financing, local BOT and foreign BOT/PPP arrangements.  
Main public road works open to foreign investment:  
 

Name Scope Est. Costs Start 
Ninh-Binh-Than Hoa-Vinh Expressway Construction of 215 Km US$ 960 Mill 2009 
Quang Tri-Hue-Da Nang Expressway Construction of 178 Km US$ 750 Mill 2009 
Da Nang- Quang Ngai Expressway Construction of 140 km US$ 755 Mill 2009 
Bien Hoa-Vung Tau Expressway Construction of 68 km US$ 325 Mill  
Dau Giay- Binh Thuan- Nha Trang 
Expressway 

Construction of 350 km US$ 2.000 
Mill 

2009 

HCMC-Long Thanh- Dau Day Expressway Construction of 55 km   2008-2012 
Hanoi- Lao Cai Expressway Construction of 245 km (phase I), 

construction of 19 km and 
expansion of lanes (phase 2) 

US$ 1150 
Mill 

Phase 1: 
2008-2012 

Hanoi-Hai Phong Expressway Construction of 100 km US$ 938 Mill 2008-2012 
Vinh-Cau Treo Rehabilitation  2008-2011 
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c.2   Railways 
The Vietnamese rail network has a total length of 2,600 kms of which the meter gauge, standard gauge and 
mixed gauge are 2,169 km, 178 km and 253 km, respectively. On these lines, there are 1,790 railway 
bridges, 24 combined bridges, 39 tunnels and 278 stations. The railway has 331 diesel locomotives, 34 
steam locomotives, 852 coaches and 3,922 cars.  
The railway system accounted for 1% of the passenger transportation in the country in 2007, and 2.7% of 
goods transportation.  
 
Among the larger projects recently completed in this sector are the upgrade of 19 bridges in the Hanoi – Ho 
Chi Minh City route with Japanese ODA (11.4 billion yen), the modernisation of the communications and 
signal system for the Hanoi – Vinh route (first phase) with French ODA (€9.7 million), and the renovation 
of 4 railway tunnels along the Hai Van pass with French ODA (€13.9 million). 
 
Prospects 
In 2008, the strategic projects identified by Vietnam Railways were the Ha Noi – Yen Vien – Ngoc Hoi 
elevated railway (stage 1) with a total capital of Vietnam Dong 19 billion. The Rehabilitation and upgrade 
of the Yen Vien – Lao Cai railway (estimated to undergo a survey in June 2008). According to the schedule, 
this project would begin in 2010 and is likely to be finished by the year 2012. The Improving and upgrading 
of bridges on the Hanoi – Ho Chi Minh City railway line.  The Restoration of the  Long Bien bridge. The 
Rehabilitation of the railway at Khe Net Pass.  Upgrading the water-drainage system along the Ha Noi – 
Ho Chi Minh city railway line  
 
In April 2008, work started on that project which is part of the Ha Noi Urban Railway Construction project 
as a result of a grant of 4.68 billion yen (US$47 million) loan from JBIC to the Vietnamese for technical 
issues and design for the Giap Bat-Gia Lam railway route in Hanoi. 
 
Vietnam Railways has awarded a Viet Nam Dong 150 billion ($US9.5 million) five-year contract to Japan 
Transportation Consultants, the Pacific Consultants International Group, and the Japan Railway Technical 
Service (Jarts) to provide consultancy services for a Vietnam Dong 2.47 trillion project to improve bridge 
and railway safety on the Ha Noi-Ho Chi Minh City main line. Under the project, 44 bridges and 37.6kms of 
railway will be refurbished, two railway bridges and a station at Ninh Binh are to be built, and 23 track 
machines purchased. The project is expected to be completed in 2010. 

 
c.3  Vehicles 

The Government of Vietnam issued its Master Plan on the Automobile Industry in October 2004. In that 
plan, the production forecasts for 2010 were:  
 

Estimated Production   
  2010 
Buses 36.000 
Trucks 100.000 
4-9 seat vehicles 10.000 
Luxury vehicles 60.000 
Professional vehicles 60.000 
Engines 100.000 

SourceReport about the Development of Automobile Industry. MOI. 
 
The goal of the Government is to transform Vietnam into an Automobile Production Centre with a big share  
of  local production . To achieve this goal , Vietnam is trying to create an industry which works  with  
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economies of scale. In order to generate this, local automobile consumption is necessary, but the traffic jams 
in Hanoi and Ho Chi Minh City which are caused by the inadequacy of the roads for dense traffic, make the 
potential growth of the local market somewhat dubious. In March 2008, after an increase in car imports 
following the lowering of tariffs in the WTO agreement, the Government of Vietnam again increased the 
import tariff from 60% to 70%. This measure has been denounced as mere protectionism for the local 
industry.  

Whatever the reasons for the measures, it is true that the master plan for urban traffic services, which in fact 
has not been implemented properly, does not yet seem ready for a natural increases in private and public car 
traffic. Hanoi and Ho Chi Minh City lack space for car parking and quick ways to avoid the interruptions of 
motorbikes/cars.  

d) Prospects and recommendations 
 
Vietnam is witnessing an extensive effort to upgrade its ground transport infrastructure, which could create 
opportunities for European companies. Most of the projects are funded by the Vietnamese Government in 
conjunction with International Development Banks, such as the World Bank or the Asian Development 
Bank, and with soft loans from Japan, France, Germany and to a lesser extend other countries such as 
Australia or China. 
 
The main competitive edge of European companies resides in their engineering and consultancy capabilities 
and their technological advantages. Several parts of the projects such as feasibility and evaluation studies, 
calculations and specifications, transport managerial services, design and implementation of projects or 
quality control, could be awarded to European companies. There are also good opportunities for the supply 
of machinery, vehicles, and construction equipment and materials. 
 

 3.1.3  Harbours and Marine Transport 
 

a) Overview 
 
Vietnam has a 3,260km coastline, a strategic position close to international shipping routes and favoured 
natural conditions of foundation, sea depth, current, tidal, sedimentation and channels for developing 
seaport business. There are currently 119 seaports which are organised into 8 geographical groups: 
 
1. North: Quang Ninh to Ninh Binh 
2. North of Central: Thanh Hoa to Ha Tinh 
3.         Middle of Central: Quang Binh to Quang Ngai 
4. South of Central: Binh Dinh to Ninh Thuan 
5. Ho Chi Minh City - Dong Nai - Ba Ria - Vung Tau 
6. Mekong Delta 
7. Phu Quoc 
8. Con Dao and international transhipment groups 
 
Vietnam's coastline is divided into three regions - north, central and south. Each region has a major 
general port, small subordinate ports and independent industrial and private ports. 
 
The government endorsed the master plan in May 2004 to address major shortcomings: a lack of deep 
seaports, in particular, and to raise the competitiveness of local facilities to the standards of other 
countries in the region. Vietnam is planning to boost the development of seaports from now until 2020 to 
meet the increasing demand  for cargo  handling  and  transport  in  the  future. Some  key  regional  ports  
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which require investment include Hai Phong and Cai Lan in the North; Nghi Son, Cua Lo, Vung Ang, Chan 
May in the North of Central; Da Nang, Dung Quat in the Middle of Central; Quy Nhon, Nha Trang, Van 
Phong in the South of Central; Ho Chi Minh City, Vung Tau and Can Tho in the South. 
 
Meanwhile, existing ports will be upgraded and some will be built in focal economic zones to accommodate 
vessels of more than 30,000DWT. Ports for containers, loose goods, liquid commodities and international 
transhipment will also be developed. Under the plan, the maritime sector will complete the upgrading and 
expansion of 10 key ports namely Cai Lan, Hai Phong in the North, Cua Lo, Da Nang, Dung Quat, Quy 
Nhon, Nha Trang in the Central region, Thi Vai, Ho Chi Minh City and Can Tho in the South. Then they 
will build additional deep sea ports in the north, centre and south. In addition, the sector will develop key 
projects including the Lach Huyen Seaport in the city of Haiphong, the Lien Chieu Seaport in the central 
city of Da Nang, and the Cai Mep-Thi Vai Seaport in the southern province of  Ba Ria-Vung Tau. 
 
To meet the demand for cargo transport, investment should be made in projects such as building a coastal 
shipping fleet, upgrading the coastal port system, modernising the communication system and improving 
maritime rescue and safety. 
 
The plan is part of the general plan to reform the marine sector through 2020. The plan aims to develop the 
shipping sector as a leading industry within the sea-based economy with further international economic 
integration and ensuring sustainable growth. 
 
The Vietnam government together with the Port Administration/Management Organisation has drawn up a 
port and maritime sector strategy until 2020. The key priorities are: 
 
♦ 

♦ 

♦ 

♦ 

♦ 

Enhancing the capacity of current ports by investing in port facilities, increasing the efficiency of the 
container handling operation, adopting information technology (EDI system etc), expanding 10 existing 
major ports namely Cai Lan, Hai Phong in the north, Cua Lo, Da Nang, Dung Quat, Quy Nhon, Nha Trang 
in the central region, Thi Vai, Ho Chi Minh City and Can Tho in the south. 
 

Constructing additional deep-sea ports to receive up to TEU 80,000 throughout the country especially 
relocating plans of Ho Chi Minh City port system from inside the city to Cai Mep - Thi Vai and the Hiep 
Phuoc area in Ba Ria-Vung Tau Province. 
 

Developing an international container transhipment port in Van Phong, Khanh Hoa Province with an 
appropriate berthing facility to accommodate large ships. 
 

Establishing appropriate port management systems and improving the institutional framework for port 
administration. 
 

Promoting private sector participation in the strategy not only in port development projects but also in 
port service projects. 
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♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

Attracting foreign investment in the sector. 
 

Developing Vietnam's ship-building industry. 
 
Vietnam's economy has thrived in recent years and, in terms of growth, is considered second only to China in 
Asia. This growth rate is forecast to increase in the coming years especially after Vietnam's accession to 
WTO in January 2007, which will lead to increased liberalised international trade transactions, domestic 
trade and regional logistics transhipments. The Vietnam Port Association expects the domestic/overseas 
shipping demand and cargo/container throughput to increase strongly in the coming years, reaching 280 
million tons in 2010. 
 
Big international port investors have been given licences to build and operate ports in two years 2006 and 
2007 like Hutchison Ports (Hong Kong), PSA (Singapore), P & O Ports (UK and Saudi Arabia), APM 
Terminal (Maersk A/S – Denmark), SSA Marine (US) etc. 

 
b) Opportunities 

 
There are opportunities in the following sub-sectors: 

 
Port business opportunities through BT/BOT/BTO/JV or management contract 
Professional services such as planning architectural design consultancy, civil engineering, 
High technology consultancy 
Port management 
Finance consultancy 
High technology security equipment 

 
c) Recommendations 
 
These opportunities are particularly suitable for experienced EU exporters. In the case of major 
infrastructure projects, the Vietnamese government always seeks experience and high technology from 
reputable companies with a strong background in the sector. 
 
Vietnam's business environment is complex and bureaucratic, especially in big infrastructure business. 
Companies seeking business in this area have to develop strong relationships with ministries and provincial 
authorities. 
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a) Current status and trends 
 
Although Vietnam has a low level of technology infrastructure and capacity, IT and telecommunications are 
booming. In the “Economist Intelligence Unit” country’s ranking where Vietnam ranks 65th out of 68 
countries worldwide and 15th of 16 Asian and Australasian countries. The ratings measure to what extent a 
market is conducive to Internet-based opportunities, e.g. the quality of IT infrastructure. Vietnam’s low 
level of IT infrastructure and services has many reasons, such as the regulations on investment and foreign 
ownership, the limited international connectivity, and a government-imposed firewall that limits bandwidth 
and makes confidential business transactions difficult. Some firms are allowed to bypass the firewall. The 
government is planning to improve IT infrastructure and in 2007 it was announced that Vietnam would train 
800,000 IT workers by 2010 as part of an overall plan to strengthen Vietnam’s human resources. The table 
below illustrates the rapid development. 
 
 

 2002 2003 2004 2005 2006 2007 2008
Telephone main lines (per 100 
population) 

4.9 5.4 6.7 8.0 13.6 16.3 18.7

Mobile subscribers (per 100 
population) 

1.7 3.4 5.6 10.6 19.0 32.3 44.5

Internet subscribers (per 100 
population) 

0.4 1.0 2.0 3.5 4.8 6.1 7.2

Internet users (per 100 population) 2 4 8 13 17 21.7 25.7
Broadband subscriber lines (per 100 
population) 

0 0 0,1 0,3 0,6 1,4 2,5

Personal computers (stock per 1000 
population) 

10 11 13 15 22 41 53

Total IT spending (US$ m) 404.6 443.5 539.7 626 1145.3 1366.3 1561.6

 

Vietnam’s demand for IT and Telecommunications is expected to continue to increase over the next 5 years 
in line with continued growth in disposable incomes. Entry to the World Trade Organisation (WTO) in 
January 2007 will provide the industry with more private competition which will increase the number of 
actors in the market. This will make telecommunications and technology services cheaper and more 
accessible. The government has already promised to lower telecoms charges and Internet access fees in the 
country by 2010. The government is also planning to upgrade the country’s information, communications 
and technology (ICT) infrastructure.  Furthermore, the government is trying to break the virtual monopoly 
of the state-owned telecoms company, Vietnam National Post and Telecommunications (VNPT), by 
licensing other state-owned and joint-stock telecommunications’ firms and to partly privatise some of 
VNPT’s market leading subsidiaries. Because of entry to the WTO, foreign firms will be allowed to own 51 
% of the shares in Vietnamese telecommunications firms (it was 49 % before the WTO). In 2010 this limit 
will be raised to 65 %.  
 
The Ministry of Information and Communication has ambitious plans, predicting a sharp  increase  in  tele-
density. The tendency is that growth in fixed-line services will decrease but growth in mobile telephony is 
expected to explode. Because  of  the likely huge demand, the  network  will  need to  expand.  Vinaphone, 
MobiFone (both subsidiaries of VNPT) and the military-owned Viettel are all upgrading their networks to  
Enhanced  Data  GSM  Environment  (EDGE)  technology, which   provides  more  bandwidth. 
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In 2008, four new licenses for third-generation (3G) services are planned to be offered. Several European 
companies have  shown  
interest in this. However, 3G will not be introduced until late 2009 at the earliest. Today, many firms are 
investing in GSM due to their lack of capital to involvement in 3G, but this will change very soon for 
competition reasons. At the same time, local telecommunications’ companies are finding it important to be 
the first to launch a new technology. The number of mobile-phone users is growing rapidly and during 2007 
there were 32 subscribers per 100 people, compared to 1.7 in 2002. 
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Source: Ministry of Information and Communication 
 
Today, almost every commune in Vietnam has at least limited access to the fixed-line telephone network, 
compared to less than 60 % a decade ago. However, the fixed-line telephone penetration rate is still among 
the lowest in Asia. The government plans to improve the quality of access through a rural 
telecommunications’ development project that will make use of the existing Code Division Multiple Access 
(CDMA) network. The state-owned telecom company VNPT, dominates fixed-line services with 94 % 
market share. The government, however, is aiming at an increase in competition. 
 
The PC penetration rate has risen in recent years but is still low. Internet services are still expensive, but 
according to the General Statistics Office, there were 18.2m Internet users in December 2007. The number 
of Internet users has more than doubled since 2005. Most people who are interested in using the Internet do 
so through Internet cafés, which are common in urban areas. Internet access is generally slow. The 
bandwidth limitations to servers around the world are large which gives a low quality Internet service. The 
Mobile Internet is about to enter the market but only if providers decide on prioritising this. Today, many 
providers are giving priority to voice instead of other services because this is where profits can be made. 
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Source: Ministry of Information and Communication 
 
Because of the increasing demand for Internet services the quality needs to be improved. The focus in the 
coming years will be on ADSL (internet broadband), which has expanded rapidly in recent years, but the 
quality is very poor at present. ADSL service providers increased the number of subscribers from 500,000 in 
2006 to 1.2million in 2007. The number of Internet users is expected to continue to rise and the government 
hopes that around 25%-30 % will use the Internet by 2010.  
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Source: Ministry of Information and Communication 
 
b) Recommendations 
 
The overall IT and telecommunication development is rapid, and the recent launch of Vietnams first satellite 
is a sign of this. The opening up of markets together with rapid economic development are bound to give 
many opportunities. It is clear that the mobile phone market, including networks and infrastructure, is set to 
continue to grow at a very high pace. The introduction of new standards will also open the market for new 
services, such as mobile Internet and mobile TV. Vietnam’s population is very young and the behaviour of 
consumers indicates that new technologies will be adapted quickly by many users. Hence, the market for 
infrastructure and new services is set to develop rapidly. 
The Internet usage is also developing very fast, in spite of limited connectivity and speed. As the 
infrastructure improves and PC penetration continues to increase, technology and solutions for Internet 
services will see a rapidly increasing market. 
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It is important, however, to analyse the changing regulatory environment as well as the changing ownership 
structure of existing and future major players in the IT and telecommunications sectors. For example, the 
privatisation process of Mobifone already started in 2003 but has been prolonged and still remains unclear 
(although Vice Minister Tran Duc Lai stated in March 2008 that the Ministry of Information and 
Communication would continue to speed up the privatisation process of key companies in these sectors). 
The reasons for the slow progress are said to be manifold, e.g. the selection of a consultant for privatisation 
and significant changes in the privatisation regulations in 2006 and 2007. It remains clear that as the 
industry develops rapidly and a privatisation process is about to take place, the changing conditions for 
entering the market needs careful consideration. 
 
Telecommunications 
The telecommunications’ industry in Vietnam is growing very fast. The biggest growth is seen in the mobile 
sector and wireless networks. The military-owned Viettel is the largest mobile service provider in Vietnam. 
Viettel has grown rapidly since it began operating a Global System for Mobile Communications (GSM) 
network in 2004. The second largest provider is MobiFone followed by Vinaphone. Both MobiFone and 
Vinaphone are VNPT subsidiaries. Other service providers are S-Fone, EVN Telecom and Ha Noi Telecom.  
 
Until recently high prices and low incomes have decreased demand for telecommunications’ services. Now 
the average individual disposable income is rising and the private sector is in rapid expansion, which leads 
to an increase in demand in urban areas for telecommunications and technology services. Many of the 
mobile phones which are sold are smuggled and sold at a lower price of around 25%. The second-hand 
mobile phone market is also expanding, and the downward pressure on prices has made mobile phones more 
accessible. Consumers want the latest technique and design and as a result mobile phones are changed 
frequently. Customers in Vietnam are not very loyal to a certain brand or operator and they often subscribe 
to many different providers. The likely number of inactive customers may be as high as 20%-25% but this 
helps companies boost their growth reports. 
 
IT 
The IT industry in Vietnam continues to grow rapidly. The software industry is also expected to continue its 
growth. According to the government, the turnover in software reached US$ 240 million in 2007, up 40 % 
year-on-year. This is despite the high number of pirated software, which accounts for about 90 % of all 
software used in Vietnam. As a step in fighting software piracy, the government signed a contract with 
Microsoft in 2007, giving all Vietnamese government offices the possibility to use Microsoft software. In 
2007 Vietnam became the fourth member of the Asianux consortium. Asianux is a software operating 
system, and the consortium will aid Vietnam in building software centres in Hanoi and Ho Chi Minh City. 
The software industrial parks in Ho Chi Minh City have expanded rapidly. 
 
The dominant ISP in Vietnam is Vietnam Datacommunications (VDC), which is a subsidiary of VNPT and 
controls around 40 % of the market. Their competitors are the Corporation for Financing and Promoting 
Technology (FPT) (22%), Viettel (16%) and EVN Telecom (12%), all state-owned. In 2007, Microsoft, 
VDC and three other local firms teamed up to expand wireless Internet access in Vietnam.  
The local personal computer market is dominated by non-brand locally assembled units, which account for 
70 % of the market. PC penetration is continuing to rise, reaching 41 per 1000 people in 2007. The leading 
supplier of technology services (software, Internet services and computing hardware) is FPT which is 51 % 
state-owned. Because of the low number of people owning a computer, the Internet users  continue  to  be  
low. However the  numbers  of  people having a computer is expected to triple during 2007-2010. This will 
make Internet services more accessible. In 2007, online payments were launched in Vietnam  which  implies  
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that E-commerce is growing. Also online retailers, such as eBay and search engines, such as Google and 
Yahoo!, offered their services in the country for the first time.  
 
There are foreign companies in Vietnam producing technology products mainly for export. These are 
Samsung which produces PC monitors and printers, Fujitsu Vietnam which produces hardware and software 
products and Intel which is investing in a US$ 1 billion semiconductor assembly and testing facility in Ho 
Chi Minh City. 
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a) Overview  
 
The energy sector remains dominated by public ownership; however, market forces have been brought to 
bear in recent years and private sector participation is expanding. Since 1995, energy sector operations have 
been organized into three general companies, which are among the largest firms in Vietnam; PetroVietnam, 
Vinacomin (former Vinacoal) and Electricity of Vietnam (EVN).  
 
Vietnam is endowed with various energy resources, notably petroleum, coal, and hydropower. It has been a 
net energy exporter since 1990. Output in the three sectors has been growing strongly, such as Vietnam’s 
energy consumption, in line with the country’s industrialisation and integration into the global economy. 
Primary energy consumption, excluding biomass, grew at an annual rate of 10.6% in the 2000-2005 period. 
Despite this fast growth, a large part of the rural population still relies heavily on non-commercial biomass 
energy sources, which still accounts for almost half of total energy consumption.  
 
Strong economic growth (around 8% annually), urbanisation and demographic growth increase energy 
needs considerably. Until 2015, EVN expects a 15% annual increase in electricity demand. The Ministry of 
Industry and Trade, the line ministry responsible for the energy sector, has the task of supervising the State-
owned companies and of developing policies. To ensure that the supply of energy meets the rise in 
consumption, Vietnamese policy emphasises the need to diversify the country’s energy mix whilst 
maximising the use of local energy reserves.  
 
Coal 
 
Coal is Vietnam’s largest primary energy reserve, with exploitable resources estimated at 150m metric tons. 
The bulk of this is anthracite concentrated in the northern part of the country (especially Quang Ninh 
province). The coal industry is controlled by the State-run Vinacomin (former Vinacoal); private companies 
and foreign investment enterprises may obtain leases for up to two years to mine coal reserves, which are 
renewable if they meet agreed performance targets. 
 
Production has increased significantly, more than doubling in the last five years, from 15.9 million tonnes in 
1995 to 38.9 million tonnes in 2006. This strong growth trend is expected to continue, as a result of 
modernised coal mining methods and significant investment on the part of Vinacomin. Coal exports, mainly 
destined for Japan (steel sector) and China (power production; paper and cement industry) have soared from 
5.9 million tonnes in 2002 to 15 million tonnes in 2005. However, the export programme on exports for 
2006-2010, approved by the Prime Minister, states that coal exports must be gradually reduced. Coal 
exports could decrease to 10 million tonnes in 2008, to 9 million and 8 million tonnes in 2009 and 2010, 
respectively. By 2010, Vinacomin plans to build eight coal-fueled thermal power plants. In the future coal-
fired power plants are expected to account for up to 25% of Vietnam’s total electricity production. 
 
Oil 
 
Vietnam has some 82m tonnes (600m barrels) of proven recoverable oil reserves, which are mainly located 
offshore in the South of the country. As exploration continues, the total is likely to increase; discovered 
reserves of oil stand at 430m tonnes. Exploration of oil and gas in Viet Nam has been carried out since 
1959, but large-scale exploitation took off only  in  the late 1990s, when Vietsovpetro, a joint-venture 
between PetroVietnam and the Russian firm Zarubezhneft started production, i.a. at the country’s largest oil 
field Bach Ho. Today, Vietnam is Southeast Asia's third-largest petroleum producer. 
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Production peaked at 20m tonnes in 2004, and shrank to 17m tonnes in 2006 and 15.9 m tonnes in 2007, a 
level of output Vietnam hopes to maintain for the next five years as new volumes replace flows from mature 
fields such as Bach Ho. It aims to encourage further exploration and production in both untested and 
existing offshore basins, with a target of six to 12 new blocks to be awarded by 2010. 
 
Crude oil is Viet Nam’s leading export item, representing over a fifth of all export earnings in recent years. 
At the present time, almost all crude oil is exported (15.3 million tonnes in 2007) since Vietnam lacks 
refining capacity, mainly to refiners in Japan, Singapore, and South Korea. Domestic demand in petroleum 
products is met by imports. Between January and September 2007, Viet Nam imported 9.2 million tonnes of 
petroleum products worth US$5.1 billion, up 8% and 9.4% over the same period last year, respectively.
 
The Government hopes to have at least three major refineries in operation by 2020, processing a combined 
400,000 bl/d. These include the long-awaited refinery at Dung Quat in central Vietnam, which should start 
in 2009, processing around 140,000 bl/d of predominantly local crude. Given a rapidly growing demand and 
the maturity of some of its best-producing oil fields and despite efforts to bring new fields on-stream, Viet 
Nam is likely to become a net oil importer in the next 10-15 years, a situation of some concern to the 
Government. This has prompted the country to invest increasingly in oil exploration and exploitation 
abroad. Viet Nam pumped its first barrels of crude oil from an overseas well in 2006 (Malaysia’s Cendor 
field, in which PetroVietnam holds a 30% stake), and has also invested further afield, in projects in 
Indonesia, Algeria, Iraq, Mongolia, Venezuela and Kazakhstan. 
 
Gas 

With international estimates of proven reserves ranging from 192bn m3 to 
235bn m3, Viet Nam has significant offshore natural gas resources, and it is 
believed that exploration will reveal more. Natural gas production and 
consumption have been rising rapidly – from a low level – since the late 
1990s and are expected to increase further in the coming years. 
Vietnam's first gas pipeline went into operation only in 1995, bringing 
associated gas ashore from the Bach Ho oil field. Since then, production has 
soared from 700 million m3 to 6.95 billion m3 in 2006 and 7.27 billion m3 in 
200724. So far, only two fields have been developed principally for their 
natural gas potential, but other fields are likely to develop in the foreseeable 
future, which the Government hopes will raise total production to over 10bn 

m3 by 2010.    
 
The Main Gas Basins in Viet Nam 
Source: GCA 
 
 
 
 
 
 
 
 
 
 

                                                 
24 Source: Ministry of Industry and Trade, Energy and Petroleum Department.  
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New and renewable energies 
 
80% of the rural population still relies on non-commercial biomass, such as wood and rice husks, as an 
important fuel source for cooking and other purposes. However, there is no significant commercial 
production from other renewable energy sources – geothermal, solar, wind, tidal, wood and waste – so far, 
but some potential for future development. Low temperatures beneath Vietnam mean geothermal energy 
may generate only 200-400 MW by 2020. Wind power is largely underdeveloped, mainly because of lack of 
appropriate policies for wind energy. The production costs are too high to be attractive for the single buyer: 
EVN. However, Decision 130 issued by the Prime Minister in 2007 develops some economic incentives for 
CDM projects, including wind power plants. Solar energy remains costly in Vietnam, and is best-suited for 
use in rural and remote areas. Renewable energy sources are still largely untapped in Vietnam, but will play 
an increasingly important role in the Government's energy policies within the next few years. 
 
Nuclear 
Exploration for uranium has been undertaken, and uranium ore is found in the northern and central regions 
of Vietnam. These uranium deposits could hold up to 210,000 tonnes of U3O8, with a low average uranium 
oxide content of 0.06%. Proven recoverable reserves are only 1,337 tons. No production of uranium has so 
far been achieved. Vietnam has operated a nuclear research reactor in Dalat since the 1960s, but there is no 
commercial nuclear power production in Vietnam. The Vietnamese Government plans to construct its first 
nuclear plant in central Ninh Thuan province, which according to official indications could go into service 
as early as 2017 – 2020. In the long term, the Vietnamese Government is considering developing national 
nuclear capacity ranging from 2000 MW to 8000 MW.  
This nuclear project offers large opportunities of cooperation for foreign countries, from legal, training and 
technical assistance to plant construction. A number of third countries, including Japan, France, USA, 
China, South–Korea, Russia, India, Canada and their companies, have already expressed interest in 
cooperation with Vietnam in this area, with the hope of selling their nuclear technologies to the individual 
countries afterwards. A prefeasibility study is under review and the first nuclear law should be approved at 
the plenary 2008 session of National Assembly.  
 
Electricity 
Viet Nam’s total installed generating capacity is 12,770 MW at present, and it produced almost 59TWh in 
2006, an increase of more than 50% over 2003. To ease power shortages in the north, Viet Nam in 2004 
started purchasing electricity from China, over 1 TWh in 2006, transported through 110kV lines linking the 
country to China’s Yunnan and Guangxi provinces. Viet Nam also plans to start buying power from Laos in 
2008, where it has already hydropower plant projects, and is conducting feasibility studies for other hydro 
projects. To boost its own capacity, Viet Nam is constructing a series of new plants, ranging from the 
2400MW Son La hydro project and a number of other medium hydro plants in the Central Highlands, some 
large-scale coal-fired plants in the North and the Centre, and additional gas-fired plants in the South. In 
total, over 11,000 MW in additional capacity are planned to come on-stream by 2010. Issued in 2007, 
EVN’s master plan 6 aims at developing about 135 power plants by 2015.  

Power generation by source 
In view of the immense investment needs in the sector, the 
mobilisation of the necessary finance is not a trivial matter. To 
develop its planned new power generation projects, as well  as  
some  4,000  
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km of 500kV transmission lines along with 100,000 kms of lower voltage distribution lines, an investment 
of at least US$2 to US$4 billion will be needed each year. The role of the private sector is seen as 
increasingly central in achieving this aim, and the Government has decided to open the electric power 
generation to investment from other domestic investors other than the erstwhile monopoly EVN, as well as 
to foreign players, under various forms, including independent power producers (IPP), Build-Operate-
Transfer (BOT) projects, and joint ventures. Moreover, the Government has planned to liberalise the 
electricity transmission and distribution sectors partially between 2009 -2015 and totally by 2020. 

Investment 
 
It is estimated that a total of US$3.2 billion in ODA support has been allocated to the power sector from 
2000 to 2007. During this period, the energy sector receives 15% of the total ODA amount (US$20.9 
billion) 25. World Bank estimates that donor support is likely to be divided by two for the period 2004-2010, 
which means that the power sector will receive an average ODA of around US$300 million annually.  
 
Energy conservation and efficiency 
 
Between 1990 and 2004, final energy consumption in Viet Nam rose by 11.2% each year, that is to say at 
1.5 higher pace than GDP growth during the same period. According to forecasts, energy demand will keep 
growing at the rate of 8.1% annually until 2020, which could jeopardise Vietnam‘s economic growth. For 
this reason, energy efficiency has become a priority for the Vietnamese Government, which issued a Master 
Plan for Energy Conservation and efficiency for the period 2006-2015. In addition, the creation of the 
Energy Efficiency and Conservation Office (EECOV) aims at implementing this Master Plan, as well as the 
Energy Efficiency Decree of Vietnam (Decree of the Government No.102, 2004).  
Cooperation opportunities between Vietnamese authorities and European companies could lie in the 
following areas:  

• Improving energy conservation in urban areas;  
• Elaborating a Master Plan for the management of electricity demand;  
• Promoting renewable energies;  
• Defining new regulations allowing a significant development of renewable energies;  
• Elaborating a National Information Programme on energy conservation and efficiency.  

 
b) Opportunities – market access opportunities for foreign players 
 
In view of the very substantial investment needs, which Viet Nam cannot easily meet on its own, and of the 
requirement for state-of-the-art technologies, the modernisation of Vietnam’s energy sector will necessitate 
the increased involvement of foreign players. Foreign commercial actors, including EU firms, are already 
active in various parts of the energy sector. 
 
Enhanced market access under Vietnam’s WTO accession terms will facilitate foreign participation in the 
sector in the medium term. EU operators are well-placed to benefit from increased market access not least 
due to the foothold they already have in the sector. However, problems remain including their Vietnamese 
counterparts ( primarily State-owned ) performance, legal stability, foreign exchange convertibility and 
assistance in removing administrative hurdles.  
 
 
 
 

                                                 
25 Source : Website DAD Vietnam (MPI) 
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a) Overview   

 
a1) Environmental issues 
 
Vietnam’s environment is under considerable stress from rapid economic growth, urbanisation and rising 
human pressure on relatively scarce natural resources. Vietnam’s surface, ground and coastal waters are 
threatened by pollution, and water supply systems are often old and inefficient (Non-Revenue Water). The 
water treatment capacities are extremely weak and most of the polluted water goes directly to the rivers and 
to the sea. Waste treatment capacities are low: only about 10% of medical wastes are collected. Air 
pollution in cities and industrial areas causes increasing respiratory problems. Greenhouse gas emissions are 
rising, as a consequence of the industrialisation of the country.  Competition is increasing for scarce 
resources such as land, water, and forests, from competing users and for urban development. 
 
Water sector 
 
The major issues of the water sector may be summarised as follows: 

• The integrated approach to water resources’ management, which is defined in Agenda 21, is poorly 
implemented;  

• Water resources’ assessment is low and there is a lack of water resources’ data and information 
management;  

• Water quality is getting poorer, water resources are affected by pollution which threatens 
biodiversity;  

• The water supply and sanitation network is progressively bigger and renewed, but a significant 
number of people in rural areas still have little option but to use polluted water and the rate of non-
revenue water (NRW) in urban areas is high.  

The actual projects, which will be implemented from 
2006 to 2013, mainly concentrate on the improvement of 
the management of water resources (see chart). 
Nevertheless, strengthening institutional capacities is 
necessary too.   

Investment of international donors by 
subsectors

Development of the system of legislations and policies
Improvement of the social environment and living conditions for people
Improvement of the management of water resources
Prevention of pollution , conservation of biodiversity
Institutional capacity strengthening

 
However, the national strategy on water resources (2006) 
takes these problems into account and draws some 
orientations to solve them by2020. 
 
   Source: ADB, 2008 

 
Waste treatment  
 
Viet Nam produces over 15 million tons of waste each year from various sources. More than 80% (12.8 
million tons/year) is from municipal sources, including households, restaurants, markets, and businesses. 
Industries generate over 2.6 million tons of waste (17%) each year, making it the second most significant 
source. About 160,000 tons/yr (1%) of Vietnam’s waste is considered hazardous, including hazardous 
healthcare waste from hospitals; toxic or flammable waste from industrial processes; and pesticide 
containers from agriculture. Dramatic increases in waste generation are expected, due to the urbanisation 
process and a higher level standard. Most hazardous wastes are not treated or are treated in a  very  primary  
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way and then dumped together with municipal wastes at landfill sites. Most of the municipal waste in Viet 
Nam is not safely disposed of. However, there have been significant improvements by the public urban 
environmental companies that are responsible for municipal waste collection and disposal.  
 
Air and land pollution  
Air quality is getting poorer because of the development of industrial zones (chemistry, metallurgy, 
construction and building materials in particular) and urban areas. The number of motorbikes and cars is 
increasing significantly, continuously and rapidly: according to official statistics, Viet Nam had 700,000 
cars and 18 million motorbikes in 200726. In 1999, it was respectively 450,000 and 6 million. As a 
consequence, air is polluted by lead and carbon oxide particles in urban areas. The construction sector is the 
major source of pollution, as it produces a large amount of dust. Development of collective transports such 
as buses and subways are regarded as a priority by the Vietnamese authorities. To reduce urban pollution, 
the development of public collective transports is considered as a priority. The largest cities of Viet Nam – 
Ho Chi Minh City and Hanoi, will have a subway network before 2013.  
Land pollution is important, due to an intensive use for agriculture (about 85 kgs of fertilisers for 1 ha) 
industries, and urban areas. In addition, natural degradation processes such as erosion threaten Vietnamese 
land. However, land pollution is not a priority of the Vietnamese authorities.   
 
a2) Institutional and policy framework 
 
Viet Nam has very limited capacity for implementation, although the Vietnamese Government, supported 
by international donors, has been developing an institutional and policy framework for about ten years. 
There is need for substantial improvements in the policy framework for environmental sustainability and in 
the institutional arrangements. There is a lack of environmental integration at planning and programmatic 
levels, especially in the public investment planning process and in regional plans for land and resource use. 
Progress has been slow due to the weak commitment by sector agencies, low awareness in local 
departments and officials, and capacity challenges at all levels.  
 
Institutional framework 
 
The Ministry of Natural Resources and Environment (MoNRE) was created in 2002. The MoNRE has 
recently been given some new responsibilities, such as management of land property. The MoNRE 
performs the function of State Management for land-use planning, water resources, mineral resources, sea 
and islands, environment, hydro-meteorology, and mapping. In each province of Viet Nam, a Department of 
Natural Resources and Environment (DoNRE) attached to the People’s Committee supports locally the 
action of the MoNRE.  
 
The Ministry of Agriculture and Rural Development (MARD) manages forestry and fishing resources. Until 
the amendment of the Law on water resources (May 2010), MARD is still in charge of clean water and 
sanitation in rural areas. According to the legislation development programme, this competence will be 
transferred to MoNRE.  
 
The Ministry of Planning and Investment (MPI) manages the provincial People’s Committees’ demand for 
investment projects. 
 
 

                                                 
26 Source : Viet Nam Automobile Manufacturers Association (VAMA) 
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The Strategy for Sustainable Development (Agenda 21 Vietnam)  
 
The notion of “sustainable development “, of which one pillar is the environment, has been developed in 
Vietnam’s Strategic Orientation for Sustainable Development (Agenda 21). It was issued in 2004 and 
provides a framework strategy including major directions for Ministries, sectors, localities as well as 
concerned organisations and individuals. This document raises the challenges facing Vietnam, sets out 
orientations, policies, legal instruments, and the priority activities that need to be implemented in the 21st 
century. On the basis of the existing planning system, the Strategic Orientation for Sustainable Development 
in Vietnam focuses on the priority activities that need to be selected and implemented in the coming 10 
years. A sustainable development office of Vietnam, created in 2004 and attached to the MoNRE, elaborates 
policies related to sustainable development. The Ministry of Planning and Investment (MPI), helped by a 
National Council on Environment, is in charge of checking the implementation of the Agenda 21.  
 
The main laws on environment protection and resources management 
 
The Amended Law on Environment Protection, approved by the National Assembly in late 2005, became 
effective in July 2006. This law provides a general framework for the use of natural resources, 
environmental impact assessment (EIA), waste treatment, and international environmental cooperation. In 
particular, the revised law:  

• requires polluters to clean up pollution and compensate those affected  
• introduces a license system for waste producers  
• regulates generators of “hazardous waste”.     

Other environment-related laws complete this framework, such as the Maritime Law (1990) or the Law on 
the Development and Protection of Forests (1991). According to the Department of Legislation of the 
MoNRE, seven laws are to be amended from 2008 to 2010:  

1 The Law on Biodiversity, 
2 The Land Law, 
3 The Law on Water Resources,  
4 The Law on Minerals, 
5 The Law on Survey and Mapping,  
6 The Law on Hydrometeorology, 
7 The Law on Marine resources and environment protection  

 
The institutional and policy framework related to climate change 
 
In regard of climate change, Vietnam is one of the most vulnerable countries in the world. If the sea level 
rises by 1 metre, Vietnam will lose about 12% of its land, affecting 23% of its population. Vietnam has 
signed the Kyoto Protocol in 1998 and ratified it in 2002. Vietnam is not an “Annex B country “ and has no 
obligation to reduce its greenhouse gases (GHG) emissions. However an “Implementation Plan of the 
Kyoto Protocol” in the period of 2007 – 2010 was approved by the Prime Minister in 2007. Moreover, more 
and more ”Clean Development mechanisms” (CDM) projects are proposed to the Vietnamese authorities. 
The International Cooperation Department of MoNRE was designated as a Clean Development Mechanism 
National Authority (CNA) in Vietnam, in March 2003, and aims at selecting and approving CDM projects. 
The CNA is helped by the CDM National Executive and Consultative Board (CNECB).  
 
In addition, the Ministry of Natural Resources and Environment, in collaboration with other Ministries and  
governmental  sectors,  is  elaborating  a  ” National  Target  Program  on  Climate  Change  Adaptation ” 
 
 

    82  



 
 
which should be submitted to the Prime Minister in the second quarter of 2008. This long-term strategy will 
describe the potential impacts of climate change in Vietnam and will propose some objectives – such as 
preservation of natural resources and development of technologies, and measures – such as financial 
incentives and new laws, to adapt to the negative consequences of climate change.  
 
a3) Environmental projects are mainly supported by ODA 
 

Most of the projects related to the environment are 
supported and financed by international donors. From 
2005 to 2007, they committed US$966.5 million in 
the environment sector (including water supply and 
sanitation, and forestry). The environment represents 
11% of the amount of total Overseas Development 
Assistance in the same period (US$8.7 billion). 
Among the sub-sectors of the environment, water 
supply and sanitation is the principal beneficiary, 
with 85.09% of the ODA allocated to the 

ent. 

ource: DAD Vietnam (MPI) 
 

b) Opportunities / Recommendations  

on, opportunities for foreign companies to develop 
rojects, invest, or settle in Vietnam are still scarce.  
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Vietnam’s environment market mainly relies on ODA projects. Most of the involvement of the Vietnamese 
authorities consists in elaborating guidance whose level of implementation remains low. The Government’s 
financial commitments are still low.  For this reas
p
 

e er, this situation could change for the following reasons:  
The threefold process of urbanisation, demographic growth and industrialisation will continue to 
threaten Vietnam’s environment. In addition, as a result of quick GDP growth, Viet Nam will be 
regarded as a less beneficient country by international donors and ODA amounts could decrease in 
the next years (phasing out process). All these elements could increase the involvement of  th
Vietnamese authorities in developing projects and provide opportunities for foreign companies ;    
The Kyoto Protocol provides an opportunity for foreign companies to develop CDM projects. The 
number of CDM projects proposed to the NOCOPP is increasi
NOCCOP, 25 projects have been selected by the DNA since 2006 ;  

Following the recommendations of the World Bank and Asian Development Bank, Vietnam is trying to 
improve the governance of water sector institutions. A strategy aimed at developing the private sector is 
promoted throughout the water sector to maximise its efficiency. The water companies are progressively 
equitised, which is an opportunity for private investors. As an example, the People’s Committee of Ho Chi 
Minh City issued a decree in 2003 promoting the participation of new investors in the water supply system. 
Moreover, pri
n
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a) Overall view of Vietnam’s property market 
In 2007, foreign investment continued to come into Viet Nam’s real estate market despite global economic 
slowdowns resulting from the US sub-prime mortgage crisis. Indeed, 42% of total Foreign Direct 
Investment (US$20.3 billion) related to real estate projects. The first quarter of 2008 confirms this trend as 
US$5 billion out of the total FDI commitment so far (US$5.4 billion) relates to real state. 

The massive inflow of capital has been led by international hotel groups such as Accor and InterContinental, 
large-scale investors like IFA and Kingdom Hotel Investment, construction and investment groups from 
Japan and Korea, and even internationally backed investment funds located in Vietnam Indochina Capital 
and VinaCapital. Yet, domestic conglomerates such as FPT, Viglacera, Lilama, Hapro and Bitexco have 
also set up their own subsidiaries in the real estate sector based on land ownership in privileged locations.  

While the market is buoyant, some bottlenecks are starting to emerge which affect both local and foreign 
investors. First, the limited land which is available, particularly in urban areas, has resulted in costly and 
time-consuming land clearance procedures by developers, especially when expropriation/relocation is 
required. Second, the lack of adequate infrastructure (e.g. transportation) systematically slows down the 
implementation of projects. The lack of capital has also been identified as an issue particularly affecting 
domestic developers. 

Momentum behind surging prices 
With demand outpacing supply, the price of real estate rose significantly. The reasons for this phenomenon 
are manifold: 

First, stock market volatility combined with large windfall profits in real estate has led to a greater amount 
of capital flowing into real estate as investors look for the best returns with the least risk. With the VN Index 
plummeting from more than 1000 points [for around 250 listed codes] in early 2007 to 500 points [for 283 
listed codes] as of March 2008, a sizable amount of capital has been diverted into real estate, attracted by 
the gap between the initial selling price (US$500 per m2) and the market price (US$1500 per m2) in major 
cities. 

Second, high economic growth (8.48%) in 2007 and 7.4% for the first quarter of 2008 has contributed 
significantly to the improved living standards of Vietnam’s middle income class, thus fuelling demand for 
good-quality albeit expensive apartments and houses. 2007 witnessed unprecedented long lines of potential 
buyers in projects such as Vista, Sky Garden, Hoang Anh Gia Lai, Phu My Hung.  

Third, legislation has been revised to permit larger participation by foreigners in the market. Indeed, new 
pending and enacted laws now foresee that overseas Vietnamese and certain groups of foreigners, with 
permanent residence, may purchase certain types of property. Vietnam’s legal framework27 has been 
loosened to allow both foreign buyers and suppliers of property to better participate in the market. 
Furthermore, Decree 84 of the Vietnamese Government28 supports and encourages foreign investment in the 
development of the property market by extending the period of land-use certificates for investors, including 
foreigners, from 50 to 70 years, renewable automatically at no extra cost.  

Last but not least, increased FDI has fuelled the fever of the property market, in particular, in the 
office market segment. High demand has not only been registered in the condominium market but in all 
real estate sectors. In the office market, demand for high  quality  office  space  has  been  driven  by foreign 

 
 

                                                 
27 Some of that legislation includes: the Land Law [entered into force in July 2006], Real Estate Trade Law [became effective in 
January 2007], and Decree 84 [which took effect from May 2007]. 
28 Decree 84/2007 took effect as of May 2007. 
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investors entering Viet Nam in the wake of the nation’s WTO accession. The latter, in conjunction with 
limited availability for office (and retail) space which continues has led to significant price increases. 
Average office rents29 for Grade A buildings have increased from US$42 per m2 a month in Ho Chi Minh 
City and Hanoi from mid 2007 to US$63 to US$79 in late 2007. Rental rates in prime locations in those two 
cities have even been as high as US$125 and US$200 respectively, which lies only behind Singapore, 
Beijing, Shanghai, Hong-Kong and Tokyo. 

b) Trends and Recommendations 
Demand will remain high but buyers are likely to becoming more selective in their choice of property. It is 
expected that the residential market will grow faster in Hanoi, as projects such as Golden Westlake, Hanoi 
Indochina Plaza, Keangnam and Hanoi Landmark are being completed. Residential leasing has seen an 
increase in apartment stock in 2007 which has created a window of opportunity for buy-to-let investors. The 
hotel resort market will suffer from a critical lack of supply growth in the large cities as developers turn 
their attention to resort locations such as Danang, Phu Quoc, Halong Bay and Hue. This is particularly acute 
in large urban areas such as Ho Chi Minh City which, with 11 five star hotels supplying approximately 
3,611 rooms at the moment, is leading the country’s top-tier hotel sector  and it is estimated that the city will 
require approximately 10,000 hotel rooms over the next 4 years across all grades. An important sector, but 
least talked about, is the industrial property market. This market will see continued growth as more and 
more investors, particularly from the US and the EU seek to enter Viet Nam to take advantage of its young, 
skilled population and favourable Government policies. 
 
Yet, Government policies directed at curbing inflation, such as (i) the March 2008 decision of the State 
Bank of Vietnam requesting local banks to turn off the "real estate credit valve" to limit lending to 
speculators and (ii) the Government's imposition of a 30% cap on capital that a State Owned Enterprise may 
have in real estate, securities and banking activities, aside from its major business has significantly reduced 
the amount of cash available for real estate speculation and may have had  a cooling effect on the supply 
side. This, to some extent, may limit Vietnam’s ability to cater for the demand of hotel occupancy, 
residential leasing and industrial infrastructure.  Vietnam should be attentive to this, as this may hamper 
growth of sectors like tourism and, more generally, industry at large.   

It is further recommended that the Government should pay due attention to the simplification of procedures 
for site clearance and the elimination of red tape with a view to injecting some efficiency in real estate 
development and an improvement in Viet Nam’s track record on disbursement of FDI. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
29 Data provided by IE Singapore in July 2007 and CB Richard Ellis in February 2008. 
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