









	
 Home

	 Add Document
	 Sign In
	 Create An Account














[image: PDFKUL.COM]






































	
 Viewer

	
 Transcript













Country Profile 2008



Vietnam This Country Profile provides an overview of the country's politics, resources and economy. It is revised and updated annually.



Economist Intelligence Unit 26 Red Lion Square London WC1R 4HQ United Kingdom



Economist Intelligence Unit The Economist Intelligence Unit is a specialist publisher serving companies establishing and managing operations across national borders. For 60 years it has been a source of information on business developments, economic and political trends, government regulations and corporate practice worldwide. The Economist Intelligence Unit delivers its information in four ways: through its digital portfolio, where the latest analysis is updated daily; through printed subscription products ranging from newsletters to annual reference works; through research reports; and by organising seminars and presentations. The firm is a member of The Economist Group. London The Economist Intelligence Unit 26 Red Lion Square London WC1R 4HQ United Kingdom Tel: (44.20) 7576 8000 Fax: (44.20) 7576 8500 E-mail: [email protected]



New York The Economist Intelligence Unit The Economist Building 111 West 57th Street New York NY 10019, US Tel: (1.212) 554 0600 Fax: (1.212) 586 0248 E-mail: [email protected]



Hong Kong The Economist Intelligence Unit 60/F, Central Plaza 18 Harbour Road Wanchai Hong Kong Tel: (852) 2585 3888 Fax: (852) 2802 7638 E-mail: [email protected]



Website: www.eiu.com



Electronic delivery This publication can be viewed by subscribing online at www.store.eiu.com. Reports are also available in various other electronic formats, such as CD-ROM, Lotus Notes, online databases and as direct feeds to corporate intranets. For further information, please contact your nearest Economist Intelligence Unit office.



Copyright © 2008 The Economist Intelligence Unit Limited. All rights reserved. Neither this publication nor any part of it may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior permission of The Economist Intelligence Unit Limited. All information in this report is verified to the best of the author's and the publisher's ability. However, the Economist Intelligence Unit does not accept responsibility for any loss arising from reliance on it. ISSN 1356-4145 Symbols for tables "n/a" means not available; "–" means not applicable Printed and distributed by Patersons Dartford, Questor Trade Park, 151 Avery Way, Dartford, Kent DA1 1JS, UK.



CHINA Ha Giang Bl a



ck



Cao Bang



Lao Cai Lai Chau



Re



R.



d



R.



Lang Lang Son Tuyen Quang Thai Nguyen



Yen Bai Dien Bien Phu



Phu Tho



Bac Giang



Song Tay Ha Dong



HANOI



Cam Pha Hong Gai Haiphong



Hai Duong Nan Dinh Ninh Binh



Gulf of Tonkin



Thanh Hoa



LAOS Quynh Luu Vinh Ha Tinh



Dong Hoi



Dong Ha



Paracel Is. (disputed)



Hue Da Nang Hoi An



THAILAND



Tam Ky Quang Ngai



SOUTH CHINA SEA



VIETNAM Kon Tum Pleiku Qui Nhon



Tuy Hoa



CAMBODIA



Ban Me Thuot Ninh Hoa Nha Trang Da Lat Loc Ninh Bao Loc



Gulf of Thailand



Tay Ninh Thu Thu Dau Dau Mot



Dao Phu Quoc



Me



Chau Doc



ko ng



R Long Xuyen Vinh Long Rach Gia Can Tho



0 miles



100



200



300



100



© The Economist Intelligence Unit Limited 2008



200



Ca Mau



Bien Hoa Ho Chi Minh City



My Tho Ben Tre Phu Vinh



Soc Trang 0 km



Cam Ranh Phan Rang



Vung Tau



Phan Thiet



Main railway Main road International boundary Main airport Capital



Bac Lieu



Major town Other town



Con Dao



October 2008



Comparative economic indicators, 2007 Gross domestic product



Gross domestic product per head



(US$ bn)



(US$ '000)



South Korea



Singapore



Indonesia



Hong Kong



Taiwan



South Korea



Thailand



Taiwan



Hong Kong



Malaysia



Malaysia



Thailand



Singapore



Indonesia



Philippines



Philippines



Vietnam



Vietnam 0



200



400



600



800



1,000



0.0



5.0



10.0



15.0



20.0



25.0



30.0



35.0



40.0



Sources: Economist Intelligence Unit estimates; national sources.



Sources: Economist Intelligence Unit estimates; national sources.



Gross domestic product



Consumer prices



(% change, year on year)



(% change, year on year)



Vietnam



Vietnam



Singapore



Indonesia



Philippines



Philippines



Hong Kong



South Korea



Malaysia



Thailand



Indonesia



Singapore



Taiwan



Hong Kong



South Korea



Malaysia



Thailand



Taiwan



0.0



2.0



4.0



6.0



8.0



10.0



0.0



Sources: Economist Intelligence Unit estimates; national sources.



Country Profile 2008



2.0



4.0



6.0



8.0



10.0



Sources: Economist Intelligence Unit estimates; national sources.



www.eiu.com



© The Economist Intelligence Unit Limited 2008



Vietnam



1



Contents Vietnam



© The Economist Intelligence Unit Limited 2008



2



Basic data



3



Highlights



4 4 5 7 8



Politics



8 8 9 9 10



Demographics and resources



13 13 14 16 21 22



The economy Economic structure Economic policy Economic performance Regional trends The external sector



24



References



26



Appendix



Political background Political forces and institutions Recent political developments International relations and defence



Population Education Natural resources Infrastructure



www.eiu.com



Country Profile 2008



2



Vietnam



Vietnam Basic data Land area Population Main towns



330,363 sq km 85.2m (2007, General Statistics Office estimate) Population (of province) in r000 (2006) Ho Chi Minh City Hanoi (capital) Haiphong



6,347 3,289 1,828



Climate



Tropical monsoon; north cool and damp in winter (November-April), hot and rainy in summer; south more equable; centre most subject to typhoons. The rains are highly unpredictable



Weather in Hanoi (altitude 216 metres)



Hottest month, June, 26-33°C; coldest month, January, 13-20°C; wettest month, August, 343 mm average rainfall; driest month, January, 18 mm average rainfall



Weather in Ho Chi Minh City (altitude 9 metres)



Hottest month, April, 24-35°C; coldest month, January, 21-32°C; wettest month, September, 335 mm average rainfall; driest month, February, 3 mm average rainfall



Language



Vietnamese (spoken by about 90% of the population); English (increasingly favoured as a second language); some French; a little Russian and German; minority languages such as Hmong, Thai, Khmer in remoter rural areas



Weights and measures



Metric system. Local land measurement 1 mau=3,600 sq metres (north); 1 mau=5,000 sq metres (centre)



Currency



Dong (D). Average exchange rate in 2007: D15,994:US$1; exchange rate on October 3rd 2008: D16,600:US$1



Time Public holidays
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7 hours ahead of GMT January 1st (New Yearrs Day); January 25th-29th (Tet, Lunar New Year); April 30th (Liberation of Saigon); May 1st (Labour Day); September 2nd (National Day)
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Highlights Politics



• The Communist Party remains the dominant political force and sole political party. The party is entrenched in state institutions and mass organisations that are grouped under the Vietnam Fatherland Front, which exists to mobilise support for the partyrs goals and to ensure their subordination to the party line. • A new leadership emerged in June 2006. Nguyen Tan Dung succeeded Phan Van Khai as prime minister and Nguyen Minh Triet became the new president. Both men are considered to be reformists. • The National Assembly (legislature), which acted as little more than a rubber-stamp until the late 1980s, has slowly become more vocal and assertive, calling on ministers to account for their performance and taking the initiative in amending proposed legislation and policy. • The Economist Intelligence Unitrs 2008 democracy index ranks Vietnam 149th out of 167 countries, putting it among the 55 countries considered "authoritarian regimes". Vietnam is badly placed within this categorisation, ranking just above Myanmar, which is ranked 163rd, and North Korea, which is ranked last.



Demographics and resources



• The annual population growth rate has slowed, falling from an average of 3.1% in 1960-70 to 1.3% in 2002-07. In 2007 the population was estimated at just over 85m, according to the General Statistics Office. • The population is highly literate, but mostly unskilled�around four-fifths of the labour force is considered to be unskilled. • Vietnam has substantial energy and mineral resources. Proven oil reserves total 3.4bn barrels. Along with natural gas and coal, Vietnamrs energy resources are a major source of export earnings • After decades of neglect, Vietnamrs transport and communications infrastructure has improved markedly since 1990. However, even with substantial investments it has proved difficult to keep up with rapidly rising demand.



The economy



• The agricultural sector accounted for only around 20% of nominal GDP in 2007, while industry contributed 42%. The services sectorrs share of GDP has remained steady at around 38% of the total. • From 1986 a policy of doi moi (economic renovation) has been pursued. In recent years the government has expressed strong support for the private sector. • Vietnamrs economy has expanded rapidly since 2000, with real GDP growth averaging 7.6% a year in 2000-07. However, the economy will grow more slowly in 2008-10, reflecting subdued export and private consumption growth. • The current-account deficit ballooned to US$7bn in 2007, owing to a significant widening of the trade deficit. The current-account deficit was equivalent to 9.9% of GDP in 2007, up from just 0.3% in 2006 and 1.1% in 2005.
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Politics The Socialist Republic of Vietnam is a one-party state run by a collective leadership comprising the Communist Party general secretary, Nong Duc Manh, the prime minister, Nguyen Tan Dung, and the president, Nguyen Minh Triet.



Political background By 1885 all of Vietnam was under the rule of the French, whose role was challenged by a number of communist groups formed during the 1920s. These groups coalesced in the Communist Party of Indochina, founded by Ho Chi Minh in 1930. Francers refusal to give up its colony after the second world war led to a protracted war, which soon became another engagement in the cold war and divided the country in half at the 17th parallel. By late 1963 the conflict had increasingly turned into a US war. A decade later, in 1973, the US pulled its military personnel out from the conflict. On April 30th 1975 the communists entered Saigon (the capital of South Vietnam, now Ho Chi Minh City), marking the end of Vietnamrs 30-year war of independence. Subsequently the victorious North rapidly undertook the formal reunification of the country, and the Socialist Republic of Vietnam came into existence on July 2nd 1976. Ambitious plans for the "socialist transformation" of the south were launched. The landmark sixth Communist Party congress in 1986 made a historic commitment to "economic renovation" (doi moi). By the late 1980s economic reforms had become part of the new consensus. Vietnamrs integration into the regional and global economy has been formalised through membership of international organisations. The most important of these are the Association of South-East Asian Nations (ASEAN), which Vietnam joined in 1995, the AsiaPacific Economic Co-operation (APEC) forum, which it joined in 1998, and the World Trade Organisation, of which it became a member in January 2007. There has been some evidence of divisions within the party in recent years. The more conservative party members are concerned about the perceived negative effects of economic growth, whereas the more reformist members argue for the government to be separate from the party and for a greater role for the private sector. However, formal factions have not emerged, and both sides share a suspicion of political pluralism. With the election of Nong Duc Manh as party general secretary during the ninth party congress in 2001, the reformist group gained the upper hand. At the tenth party congress, in April 2006, Mr Manh retained his post after receiving a resounding vote of confidence from the partyrs Central Committee. In June 2006 Nguyen Tan Dung, a southerner and a committed economic reformer, became prime minister, replacing Phan Van Khai, another southern reformer. The partyrs secretary in Ho Chi Minh City, Nguyen Minh Triet, was chosen to succeed Tran Duc Luong. Mr Triet is widely regarded to have economic reformist credentials and managerial competence.
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Political forces and institutions Composition of the National Assembly, May 2007 (no. of seats) Communist Party of Vietnam Non-party members Total



450 43 493



Source: Government of Vietnam.



The Communist Party



The Communist Party remains the dominant political force and sole political party. Other important forces�the government, the army and the bureaucracy� are subordinate to it. The party secretariat issues directives to party members and plays an important role in directing government policy. The party is entrenched in state institutions and mass organisations that are grouped under the Vietnam Fatherland Front, which exists to mobilise support for the partyrs goals and to ensure their subordination to the party line.



Main political figures Nong Duc Manh Elected to the position of party general secretary in April 2001 and re-elected in April 2006, Mr Manh, a northerner and ethnic Tay, was born in September 1940. He is the first Communist Party general secretary to have a university degree, having studied Russian at the Hanoi Foreign Language College before spending five years in Russia at the Forestry Institute in Leningrad (now St Petersburg). He is best known for his role as chairman of the National Assembly (the legislature), a position he held from September 1992 until April 2001; during this time the assembly became both livelier and more powerful. Mr Manh is a pragmatist respected for his skills as a mediator and conciliator.



Nguyen Tan Dung Elected as the sixth prime minister of Vietnam in June 2006 at the age of 56, Mr Dung had previously served as first deputy prime minister under his predecessor, Phan Van Khai. At the age of 12 he volunteered for the army and was later wounded in the war. He graduated with a bachelorrs degree in law and joined the Communist Party in 1967. From September 1997 he served as deputy prime minister responsible for general economic and internal affairs. He comes from Ca Mau province at the southern tip of Vietnam and is regarded as a vigorous and committed economic reformer. Nguyen Minh Triet Although Mr Triet was an initial challenger for the post of party general secretary at the tenth party congress in April 2006, in June of that year he was chosen to serve as president. A teacher of mathematics before he joined the Communist Party in 1965, he was appointed the partyrs secretary of the southern province of Song Be in 1992 and presided over a period of spectacular industrial development. In 2000 he became party secretary in Ho Chi Minh City. His rise to the presidency reflects in part his success in leading the campaign against a powerful gangster, Truong Van Cam ("Nam Cam"), in addition to his economically liberal credentials and managerial competence.



The judiciary



The judiciary is relatively weak and is not independent of the Communist Party. The country has only about 3,000 lawyers, and trial procedures are rudimentary. There is a growing backlog of unsettled civil lawsuits, and the country is in need of at least 900 more judges. The death penalty is still used regularly, especially in major cases of corruption and drug trafficking.



The legislature



The National Assembly (legislature), which acted as little more than a rubberstamp until the late 1980s, has slowly become more vocal and assertive, calling on ministers to account for their performance and taking the initiative
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in amending proposed legislation and policy. It is composed of 493 members, who are elected for five-year terms, and meets twice a year. In the election for the 12th National Assembly in May 2007 just 9% of those elected were not party members (down from 10% in the outgoing National Assembly and 12% in the previous assembly). Only one of the 238 "self-nominated" candidates won a seat. The politburo, which currently has 14 members, is the partyrs executive and sets government policy and vets all major appointments. It is elected by the 160-member Central Committee at national party congresses, which are held roughly every five years. Almost all of the ministers in the cabinet are members of the Central Committee. Party committees exist at every level of the bureaucracy, in effect representing a parallel administration. Media services



The government of Vietnam maintains tight control over the press, which is not free to report on subjects that are deemed to be counter to the interests of the state. In recent years the government has allowed increasing coverage of corruption, although a recent case, in which a Vietnamese journalist was arrested for reporting on a high-level government graft case, calls into question the governmentrs intention to loosen its tight grip on the press further. There are around 11 daily newspapers and more than 50 provincial television stations. In addition, some daily newspapers publish foreign-language editions.



Democracy index (for methodology, see Appendix) The Economist Intelligence Unitrs 2008 democracy index ranks Vietnam 149th out of 167 countries surveyed, putting it among the 55 countries considered "authoritarian regimes". This designation includes neighbouring states such as China, Laos, Nepal, Myanmar and North Korea. Moreover, Vietnam is badly placed within this categorisation, ranking below all of these nations except for Myanmar, which is ranked 163rd, and North Korea, which is ranked last. With an overall score of just 2.53, it is significantly shy of the score needed to be categorised as a "hybrid regime". Vietnamrs relatively poor score owes much to its extremely low scores in the electoral process and pluralism and civil liberties categories. Its scores in these categories reflect the fact that it is a one-party state: the Communist Party of Vietnam has a firm grip on power and resists major political reform, while maintaining a tough line on dissent. In the functioning of government and political culture categories, however, Vietnam fares much better. In the former, this is largely a reflection of the fact that the publicrs confidence in the government and the party is high. In addition, neither foreign powers nor special economic, religious or other powerful domestic groups exercise significant political power. Within political culture, Vietnam scores well in part because there is a sufficient degree of societal consensus and cohesion that underpins a stable, functioning government. Moreover, there is a strong tradition of the separation of church and state. Vietnam also scores poorly in the political participation category, owing in part to the low participation rates of ethnic minorities, as well as the fact that membership in the sole political party is low. Democracy index Vietnam



Overall score 2.53



Overall rank 149



Electoral process 0.83



Government functioning 4.29



Political participation 1.67



Political culture 4.38



Civil liberties 1.47



Regime type Authoritarian



Note. Overall and component scores are on a scale of 0 to 10; overall rank is out of 167 countries.
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Recent political developments • An outbreak of avian influenza (bird flu) emerged in 2004. The government arranged for 35m fowl to be slaughtered, but, after disappearing for a couple of months, the disease reappeared in July and has re-emerged sporadically since. The governmentrs procedures have contained, but not eliminated, the threat posed by bird flu. • In June 2005 Mr Khai made a historic trip to the US. This was the first such trip by a Vietnamese leader since the end of the US-Vietnam war three decades ago. • The National Assembly passed the country's first anti-corruption law. The law, which came into effect in June 2006, holds the heads of agencies responsible for corruption within their organisations. • In April 2006 the Communist Party held its tenth congress. Mr Manh was called on to serve a second five-year term as the partyrs general secretary. • A new leadership emerged in June 2006. Mr Dung succeeded Mr Khai as prime minister in June 2006 and Mr Triet became the new president. Both men are considered to be reformists. • Vietnam hosted the annual meeting of the Asia Pacific Economic Cooperation (APEC) group in November 2006. The Hanoi Action Plan was issued, which affirmed support for opening trade further under the auspices of the World Trade Organisation (WTO). For an analysis of the latest political developments, see the Economist Intelligence Unitrs most recent Vietnam Country Report.



Important recent events January 2007 Vietnam formally becomes a member of the World Trade Organisation (WTO). This coincides with the US according permanent normal trade relations status to Vietnam and is a major step in the countryrs liberalising reform agenda.



August 2007 The National Assembly undergoes a reshuffle. The legislature confirms Nguyen Tan Dung as prime minister and Nguyen Minh Triet as president, trims the cabinet and adds two new deputy prime ministers. The cabinet reshuffle represents continuity in the twin policies of economic liberalisation and restraint on political expression.



January 2008 Vietnam becomes a non-permanent member of the UN Security Council, a role that it will hold for one year. Membership forces Vietnam to take sharper and more visible stands on pressing international issues, which is in contradiction to its "friends to all" foreign policy stance. August 2008 A deputy minister of transport, Nguyen Viet Tien, is dismissed for his role in the Project Management Unit No. 18 (PMU 18) embezzlement scandal. Mr Tien is sacked
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on the grounds that he "lacked a sense of responsibility" in his handling of overseas development assistance earmarked for the notorious PMU 18 under the Ministry of Transport, which became embroiled in controversy in January 2006. (Two reporters were arrested in May for investigating the scandal too aggressively.) The government feels it must pursue serious corruption cases, but must balance this with tight control of the press. In a bid to make administration and planning more efficient, the province that encompasses Hanoi and the surrounding area absorbs neighbouring Ha Tay province and some other nearby districts to create a large province with a population of around 6.2m people.



International relations and defence • Relations with the US have improved over the past decade. The US accorded normal trade relations (NTR) status to Vietnam in 2001, allowing it access to the US market at the low tariff rates applied to most countries, and permanent NTR status in January 2007; Vietnamrs NTR status is no longer subject to annual renewal. • Diplomatic relations between Vietnam and China continue to improve. This is partly because of ideological affinities, but trade between the two countries has also expanded rapidly in recent years. A persistent area of disagreement is the sovereignty of the Spratly and Paracel archipelagos and (more importantly) the surrounding seabed, which is believed to hold substantial oil reserves. • Vietnam maintains a sturdy military force. In addition to a mainly conscript army of 412,000 (two years of military service is, in principle, required of all men), there is a navy of 13,000, an air and air defence force of 30,000, a border defence corps of 40,000, and reserves of about 5m in the urban Peoplers Self-defence Force and the rural Peoplers Militia. Government expenditure on the armed forces is believed to amount to about 2.5% of GDP, although the actual numbers are a state secret.



Demographics and resources Population Population Population (m) Population (% change)



2003 81.6 1.3



2004 82.7 1.3



2005 83.8 1.3



2006 84.9 1.3



2007 85.9 1.3



Source: US Census Bureau.



The annual rate of population growth has slowed, falling from an average of 3.1% in 1960-70 to 1.3% in 2002-07. In 2007 the population was estimated at just over 85m, according to the General Statistics Office (the national statistics agency). The population is 73% rural and is concentrated in the two main ricegrowing deltas, the Red River in the north and the Mekong in the south. The urban population is growing rapidly, at an annual rate of around 3.1% since Country Profile 2008
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2002. The populations of the Red River and Mekong deltas are almost entirely ethnic Vietnamese (kinh), but one-sixth of the population belongs to one of the 53 ethnic minorities.



Education Vietnam has high literacy rates. Although access to higher levels of education has historically been limited, the introduction of near-universal primary education has produced high literacy rates. The Viet Nam Living Standards Survey 2002 found that 92% of the population aged ten years and older were literate� 89% of females and 95% of males. Vietnamrs school enrolment rates have risen to record levels, with particularly rapid growth at the tertiary level. The number of university students rose from 974,000 in 2001 to 1.9m in 2007; the share of students in private institutions rose from 12% to 17% over this period, reaching 265,000 by 2007. The population is highly literate, but mostly unskilled�around four-fifths of the labour force is considered to be unskilled. Skilled workers are disproportionately concentrated in and around the capital, Hanoi (the Red River Delta region), and Ho Chi Minh City (in the south-east). In the south-east 32% of workers are skilled, including 6% who have a college education; the comparable figures for the Red River Delta are 25% skilled and 6.5% with a college education. Employers are increasingly concerned about shortages of skilled workers.



Natural resources Vietnam has substantial energy and mineral resources. Proven oil reserves total around 3.4bn barrels. Along with natural gas (185bn cu metres proven reserves) and coal in the Red River Delta (3.8bn tonnes, mainly anthracite), Vietnamrs energy resources are a major source of export earnings and support domestic industries. The countryrs reserves of bauxite, estimated at 8bn tonnes, are the third-largest in the world and largely untouched. There are also an estimated 520m tonnes of iron ore. Arable land is scarce�just 0.08 ha per head�but highly productive, so that Vietnam is routinely the worldrs second- or third-largest exporter of rice. Permanent crops, such as coffee and rubber, generate more than US$2bn worth of exports annually. Vietnam has a long coastline with plentiful marine resources; the Mekong Delta is also a significant area for fish farming. Vietnam has a humid tropical climate heavily influenced by the monsoon. In the north (roughly north of the 18th parallel), there is wide variation in temperature between the cool, relatively dry season (November-April) and the hot, wet season (April-October). In the south the two seasons are not distinguished by marked differences in temperature. The north-central coastal area is susceptible to typhoons, which regularly destroy houses, livestock and infrastructure. Floods often hit parts of the Mekong Delta, destroying crops, but also replenishing the soil.
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Strict rules preventing the conversion of paddy land to other uses have been relaxed, particularly in areas with high potential for shrimp farming. An environmental protection law is in place, as are numerous local environmental ordinances, but implementation is weak and the rules are sometimes confusing. Economic activity, especially prawn cultivation, poses a threat to the mangrove wetlands, which serve as barriers to storm surges and nurseries for fish.



Infrastructure After decades of neglect, Vietnamrs transport and communications infrastructure has improved markedly since 1990. However, even with substantial investments it has proved difficult to keep up with rapidly rising demand, and road congestion is a serious issue in the capital, Hanoi, and in Ho Chi Minh City. Transport statistics Road Passengers (m) Passenger-km (m) Freight ('000 tonnes) Tonne-km (m) Rail Passengers (m) Passenger-km (m) Freight ('000 tonnes) Tonne-km (m) Inland waterways Passengers (m) Passenger-km (m) Freight ('000 tonnes) Tonne-km (m) Maritime Freight ('000 tonnes) Tonne-km (m) Air Passengers (m) Passenger-km (m) Freight ('000 tonnes) Tonne-km (m)



2003



2004



2005



2006



2007



926.2 29,181 172,800 9,300



1,011.5 31,400 196,000 10,600



1,103.5 36,500 217,600 11,500



1,216.1 40,700 237,300 12,600



1,329.80 44,490 259,684 13,816



11.6 4,069 8,385 2,725



12.9 4,378 8,900 2,791



12.8 4,582 8,838 2,948



11.6 4,300 9,200 3,400



11.5 4,603 9,098 3,888



161.7 3,282 55,259 5,141



166.2 3,440 59,071 5,592



171.3 3,420 63,900 5,600



178.7 3,600 67,900 5,900



182.5 3,645 71,665 6,242



27,400 49,300



31,300 56,200



33,799 60,800



35,900 66,400



38,011 70,907



4.5 7,112 90 211



5.5 9,400 103 238



6.5 11,100 104 229



7.4 12,600 126 277



8.7 14,251 130 283



Source: General Statistics Office.



Railways



The railway system comprises six single-track routes totalling 3,260 km. The Reunification Express takes 32 hours to travel the 1,730 km between Hanoi and Ho Chi Minh City. Rail use in terms of passenger-km rose by 7% to 4.6bn in 2007, while the volume of freight carried (measured in tonne-km) expanded by 14.4% to 3.9bn. The authorities in Hanoi and Ho Chi Minh City have long-term plans for rapid mass-transit systems. In Hanoi there are plans for the construction of a 25-km elevated railway, and the authorities in Ho Chi Minh City have been given approval to build a 19.7-km underground rail line, construction of which will
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begin in 2010, at an estimated cost of US$1.1bn. In total, the government plans to build six subways and three tram routes. Roads



Vietnam has 210,000 km of roads, including 17,300 km of national roads and 7,000 km of urban streets. The network of national roads has been improving: 84% are now paved, up from 61% in 1997. Rural roads vary widely in quality, but 76% of the population lives within 2 km of an all-weather road, a high proportion relative to other similarly poor countries. Two-thirds of all vehicular trips in Hanoi and Ho Chi Minh City are made by motorcycle. There are over 20m motorcycles on the road in Vietnam, equivalent to one for every household. The demand for cars is still modest, but has more than tripled since 2001. Vietnamese roads are fairly dangerous, with an average of 33 fatalities per day, equivalent to almost 12,000 annually.



Ports



Vietnam has more than 80 sea ports, but the main ports are Haiphong and Quang Ninh in the north, Danang and Qui Nhon in the centre, Ho Chi Minh City in the south-east and Can Tho in the Mekong Delta. A significant amount of investment has gone into upgrading the ports, which can now handle more and larger ships, but the improvements have barely kept up with demand. Tariffs at Saigon Port (Ho Chi Minh City) are competitive compared with other ports in the region that ship through larger ports, such as Hong Kong or Singapore, because of ship-size constraints. The ports handled 38m tonnes of freight in 2007. The tonnage-km of freight carried on the inland waterway systems, which stretch for around 8,000 km, chiefly on the Mekong River, its tributaries and canals and the Red River and its tributaries, is nearly double that transported by rail. In 2007 some 6.2bn tonnes-km of cargo was transported on the waterways.



Air transport



The flagship state-owned national airline, Vietnam Airlines (VA), has been modernising and expanding rapidly. The airline owned or leased a total of 52 planes, with an average age of eight years, as of August 2008. In 2007 the airline flew 8.1m passengers, up from 4m in 2003, and carried 40% of international tourists flying to Vietnam. The country is served by several established international airlines. The Vietnamese government has slowly been opening up air travel to competition. A budget carrier, Jetstar Pacific Airlines, based in Ho Chi Minh City, operates five planes and is largely state-owned, although Australiars Qantas has an 18% stake. Two discount operators, Singapore-based Tiger Air and Malaysiars Air Asia, have regular connections with Bangkok, Thailand and Singapore, among other destinations.



Energy
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Power generation reached 66.8bn kwh in 2007, up from 30.7bn kwh in 2001. The country had installed capacity of 13,440 mw at the end of 2006, up from 8,860 mw at end-2002. Of this total, 37% was hydropower, 39% gas power, and the remainder thermal power based on coal or oil. Of the total capacity, 78% is owned by state-owned Electricity of Vietnam or its affiliates, with the remainder coming from independent power plants.
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National energy statistics (m tonnes unless otherwise indicated) Output Electricity (m kwh) Crude oil Coal Exports Crude oil Coal Imports Petroleum products



2003



2004



2005



2006



2007



40,546 17.7 19.3



46,200 20.1 27.3



52,100 18.5 34.1



59,100 17.2 38.9



66,800 15.5 41.2



17.1 7.3



19.5 11.6



18.0 18.0



16.4 29.3



15.1 32.5



9.9



11.0



11.5



11.2



12.6



Sources: General Statistics Office.



Despite the expansion in energy provision, the system remains vulnerable to shortages because of its heavy reliance on hydropower�the Hoa Binh plant alone generates around one-eighth of the countryrs electricity�which is dependent on the amount of rainfall. As a result, the government is shifting to natural-gas and coal-fired power plants; even though it imports some electricity at peak periods, there are still modest seasonal shortages. The total demand for electricity is rising by about 12% annually, and 95% of rural households now have electricity. For more information on the energy sector, see the Economist Intelligence Unitrs most recent Energy Industry Briefing for Vietnam. Telecommunications



Vietnamrs telecommunications industry has been growing rapidly. By August 2008 there were 48m mobile-phone subscribers, representing a penetration rate of 56 per 100 population; this is slightly higher than the penetration rate in China and represents a quadrupling since 2005. The three leading providers� Viettel, MobiFone and VinaPhone�account for 94% of the market; all three are state-owned, but are due to be at least partly privatised over the coming year. In August 2008 there were 10.8m fixed lines, equivalent to a density of 13 lines per 100 population, which remains low compared with around 34 in China. Internet services, which became available in mid-1998 in Hanoi and Ho Chi Minh City, are becoming more affordable, and there were 6.2m subscribers by August 2008. Around 21m people use the Internet regularly, a penetration rate of over 24%, slightly above the world average, and just higher than the rate in China. Internet access, traditionally slow because of government firewalls, has speeded up with the arrival of asymmetric digital subscriber line (ADSL) technology. Most people wishing to access the Internet do so through Internet cafes, which are common in most urban areas. A government firewall blocks access to some pornographic and politically sensitive sites abroad.
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Telecoms statistics Telephone main lines (m) Telephone main lines (per 100 population) Mobile subscribers (m) Mobile subscribers (per 100 population)



2003 3.9 4.8 3.4 4.2



2004 4.6 5.6 5.7 6.8



2005 6.5 7.7 9.6 11.5



2006 8.2 9.6 19.3 22.8



2007 9.8 11.4 35.7 41.5



Source: Pyramid Research.



For more information on the telecoms sector, see the Economist Intelligence Unitrs most recent Telecoms and Technology Industry Briefing for Vietnam.



The economy Economic structure Real gross domestic product by sector (% share of GDP) 2003 22.5 39.5 38.0



Agriculture Industry Services



2004 21.8 40.0 38.0



2005 21.0 41.0 38.0



2006 20.4 41.5 38.1



2007 19.5 42.3 38.2



Source: Economist Intelligence Unit.



Measured by employment, Vietnam is an agrarian society, with 54% of the labour force working in agriculture, forestry and fisheries. The agricultural sector (including forestry and fisheries) accounted for only around 20% of nominal GDP in 2007, down from 40% in 1991. Vietnam is a leading exporter of a number of agricultural commodities, including coffee, pepper and rice. Industrial GDP has grown by more than 10% annually over the past decade, and industry (including construction, oil and mining) contributed 42% of GDP in 2007, compared with only around 23% in the early 1990s. Mining (mainly oil and gas) accounted for 10% of industrial GDP in 2006, but this share is shrinking, as the oil fields are slowly being depleted. The services sector has grown in line with GDP over the past several years, so its share of GDP has remained steady at about 38% of the total. Nominal gross domestic product by expenditure (% share of GDP) Private consumption Government consumption Gross fixed investment Stockbuilding Exports of goods & services Imports of goods & services



2003 66.3 6.3 33.4 2.1 59.3 67.7



2004 65.1 6.4 33.3 2.2 65.7 73.3



2005 63.5 6.2 32.9 2.7 69.4 73.5



2006 63.3 6.0 33.4 3.5 73.6 78.6



2007 64.9 6.1 37.1 4.5 76.8 90.2



Source: Central Statistical Office.



Exports and imports are the two largest expenditure components of GDP and have both continued to increase as a share of GDP. In 2007 exportsr share of GDP reached 76.8%, up from 59.3% in 2003, while importsr share rose from 67.7%
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in 2003 to 90.2% in 2007. Private consumption also makes a significant contribution to growth, accounting for a 64.9% share of GDP in 2007; however, this was down slightly from 66.3% in 2003. Government expenditure as a share of GDP has remained largely stable in recent years, averaging 6.2% in 2003-07.



Economic policy Government finances (D trn unless otherwise indicated) Total revenue Grants Total expenditure & net lending Current Capital Current balance Capital balance Financing (net) Domestic Foreign Memorandum item (% of GDP) Revenue & grants Total expenditure Budget balance excl on-lending



2003 155.1 3.0 171.4 102.5 59.6 43.3 -50.4



2004 195.7 2.9 197.5 121.2 66.1 59.0 -50.6



2005 234.9 3.8 247.7 149.9 79.2 69.5 -63.7



2006 260.6 3.6 281.6 181.5 86.1 62.6 -69.5



2007 284.5 3.4 350.1 220.5 101.5 46.3 -83.8



6.3 4.6



4.7 3.2



4.5 2.6



11.7 5.5



12.3 6.9



25.3 26.4 -2.2



27.4 26.2 0.2



28.0 27.3 -1.1



26.8 27.5 -1.8



24.9 28.1 -5.4



Source: Asian Development Bank, Key Indicators for Asia and the Pacific 2008.



A commitment was made in 1986 to pursue a policy of doi moi (economic renovation), which would open Vietnam to the world and allow private enterprise to operate. The essential foundations of a market-driven economy have been in place since 1992, and in recent years the government, and particularly a succession of prime ministers, has expressed strong support for the private sector. This strategy requires, in part, reform of the countryrs stateowned enterprises (SOEs). By mid-2008 almost 3,800 SOEs had been equitised (part-privatised), and a further 950 are slated for equitisation by 2010, although the equitisation of large companies has been prone to delays. Equitisation consists of converting an SOE into a stockholding company, under which the shares are transferred to private ownership; this is usually seen as the most important step towards privatisation. In January 2007 Vietnam became a member of the World Trade Organisation (WTO), over a decade after it first applied for membership. This completes Vietnamrs efforts to become a full member of the world trading system. Even before joining the WTO Vietnam had begun a process of trade liberalisation, reducing its tariffs in accordance with its obligations as a member of the Association of South-East Asian Nations (ASEAN). In addition, under its bilateral free-trade agreement with the US, which came into effect in late 2001, tariffs are being reduced, intellectual property rights are being increasingly protected, quantitative restrictions are to be gradually ended, and WTO-inconsistent measures (such as local-content requirements) are being phased out.
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A modern tax system was not introduced until the early 1990s, with new measures including excise taxes, business profits tax, personal income tax and housing tax. Value-added tax (VAT) was introduced in January 1999, along with a simplified corporate income tax. In 2004 the rate of tax on corporate profits was unified at 28%; previously it stood at 32% for domestic companies and 25% for foreign firms. A major overhaul of the personal income tax, which is currently mainly a tax on foreigners working in Vietnam, will come into effect in 2009. There are also plans to reduce the corporate tax rate to 25% in 2009. The governmentrs financial management system is considered opaque and inefficient, and allows corruption to thrive. The government has run annual budget deficits in recent years, with total spending (excluding net lending) rising from the equivalent of 22.6% of GDP in 2000 to 28.1% in 2007. The budget deficit was the equivalent of 5.4% of GDP in 2007, compared with a surplus of 0.2% in 2004; nearly 90% of the deficit was financed domestically. Vietnamrs first international bond issue, which was launched in the US in October 2005, was a resounding success. The US$750m issue of ten-year sovereign bonds carrying a coupon of 7.25% was heavily oversubscribed, with the order book closing at US$4.5bn. No domestic corporation has yet issued bonds overseas, although a few large SOEs have together issued bonds domestically, and many firms have borrowed from overseas commercial banks. In 2007 the State Bank of Vietnam (SBV, the central bank) allowed domestic credit to rise by nearly 50% year on year. This contributed to a rapid acceleration in inflation, which peaked at 28.3% year on year in August 2008, the fastest increase in prices for over a decade. This increase in inflation was also partly a result of a significant increase in global fuel and food costs. Money supply (D trn unless otherwise indicated) Stock of domestic credit Domestic credit growth (%) M1 (% change, year on year) M2 (% change, year on year)



2003 317,771 32.4 25.3 33.1



2004 442,978 39.4 26.1 31.1



2005 597,715 34.9 22.2 30.9



2006 734,391 22.9 20.7 29.7



2007 1,100,080 49.8 48.9 49.1



Source: IMF, International Financial Statistics.



In early 2008 the government had made the fight against inflation its main priority: state spending was curtailed and the SBV moved to cut credit growth (with a target limit of less than 30% in 2008) through tightening monetary policy and raising the required reserve ratio for state-owned commercial banks. After a period of relative stability domestic lending and deposit interest rates rose rapidly in mid-2008, reflecting the SBVrs moves to rein in inflation. By September 2008 short-term bank lending rates were close to 20%, just below the SBV-imposed limit of 21% (commercial banks are not allowed to lend at rates that exceed the base rate by more than 50%, thus the latest rate increase caps commercial lending rates at 21%), and deposit rates were 3-4 percentage points below that. In June 2008 the SBV raised the base rate to 14% from 12%
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previously, its second significant policy move since mid-May 2008, when rates were raised to 12% from 8.75%. Interest rates (%) 2003 9.5 6.6 5.0



Lending interest rate Deposit interest rate Money-market interest rate



2004 9.7 6.1 5.0



2005 11.0 7.1 5.0



2006 11.2 7.6 6.5



2007 11.2 7.5 6.5



Sources: IMF, International Financial Statistics.



The SBV has limited, if growing, independence from the government and the Communist Party. It faces the conflicting policy objectives of maintaining economic (including price) stability, while supporting the governmentrs efforts to achieve its high economic growth targets. Over the past few years the SBV has increasingly used open-market operations to influence the money supply. For an analysis of the latest economic policy developments, see the Economist Intelligence Unitrs most recent Vietnam Country Report.



Economic performance Main economic indicators Real GDP growth (%) Consumer price inflation (av; %) Current-account balance (US$ m) Exchange rate (av; D:US$) Population (m) External debt (year-end; US$ m)



2003 7.3 3.2 -1,931 15,509.6 81.6 15,991



2004 7.8 7.8 -957 15,746.0 82.7 18,049



2005 8.4 8.3 -560 15,858.9 83.8 19,212



2006 8.2 7.4 -164 15,994.3 84.9 20,202



2007 8.5 9.0 -6,993 16,178.9 85.9 21,831



Source: Economist Intelligence Unit, CountryData.



Real GDP growth has been buoyant since 2000, fuelled by a rapid rise in exports and strong industrial growth, averaging 7.6% a year in 2000-07. Large inflows of foreign direct investment have provided a boost to the economy and employment, which in turn has pushed up growth in private consumption. However, in 2008 inflation significantly eroded the value of consumersr disposable income, which had a negative impact on consumption. Import growth has also been buoyant, driven in large part by imports of capital goods for the manufacturing sector. This should provide a boost to exports in the near future. Nevertheless, Vietnam is not immune to global economic slowdowns, and GDP growth will slow over the medium term as a result of global financial market turmoil and recessionary conditions in the US, which is Vietnamrs largest export market, as well as Europe. Agriculture



Country Profile 2008



The area of land sown to crops (including tree crops) continues to increase, reaching 13.5m ha in 2007, up from around 9m ha in 1990. Of the total cultivated area, 55% is devoted to rice and a further 26% is sown to other annual crops, with the remaining 19% being given over to perennial crops.
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In 2007 the yield of paddy rice stood at 5 tonnes/ha, up from 4 tonnes/ha in 1998. Rice output is stable�it rose by just 0.1% between 2006 and 2007, but local demand is also relatively flat, which has allowed Vietnam to maintain its position as one of the worldrs top three rice exporters. The area planted to coffee rose rapidly from 101,000 ha in 1993 to 506,000 ha in 2007. Most of this coffee, almost all of which is of the lower-priced robusta variety, is exported. In 2000 Vietnam became the second-largest exporter (by volume) in the world, after Brazil. Vietnamese firms have increasingly moved into downstream processing, making substantial investments in the production of instant coffee. Rising affluence and population growth have increased the demand for meat. The number of pigs rose to 27m in 2006, from 12m in 1990, although there was a slight reduction in the number of pigs in 2007 with the appearance of blue-ear disease. Poultry production has also risen rapidly, reaching a peak of 255m birds in 2004, compared with around 107m in 1990. However, poultry stock fell after 2004, as Vietnam was hit by the virulent H5N1 strain of avian influenza (bird flu), with more than 46m birds being culled in an effort to curb the spread of the virus. Although the poultry industry has been diminished, it has proved to be resilient, with a stock of 226m birds in 2006. It has also become more concentrated in large, well-run, commercial farms. A coastline of more than 3,000 km and a network of rivers, canals, lakes and ponds give Vietnam abundant aquatic resources. Real fisheries output rose by an annual average of 9.4% between 2002 and 2007, with particularly rapid gains in freshwater aquaculture output and shrimp production, which now exceeds the harvest of wild fish (measured by weight). The catch of marine products is modest, in part because of overfishing near to shore, but shrimp farming along the coast is growing rapidly. The valuable shrimp farms are concentrated in the Mekong Delta region, and particularly in the southernmost province of Ca Mau. Exports of seafood increased to US$3.8bn in 2007, from US$3.4bn in 2006, making them Vietnamrs fourth-most-valuable export. Mining



The production of natural gas has remained steady, rising from 6.3bn cu metres in 2004 to 7.1bn cu metres in 2007. Much of the gas comes from the Nam Con Son basin, which came on stream in late 2002. Natural gas reserves in the Nam Con Son basin amount to at least 60bn cu metres, but may be as much as three times this level. Crude oil output peaked at 20.1m tonnes in 2004, before dropping back to 15.5m tonnes in 2007, partly owing to efforts to prolong the life of oilfields. Vietnamrs proven oil reserves amount to around 3.4bn barrels. Vietnam has almost no refining capacity, but work has begun on an oil refinery with a capacity of 130,000 barrels/day (equivalent to 6.5m tonnes/year) at Dung Quat, 970 km north of Vung Tau, in central Vietnam. Construction is expected to be completed by early 2009. Coal is the main form of commercial energy after oil, meeting about 25% of primary energy needs (excluding biomass). Almost all of the coal produced is high-quality anthracite. Reserves of anthracite alone are estimated at 3.8bn
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tonnes, mainly in the north-eastern province of Quang Ninh. Output reached 41.2m tonnes in 2007, up from 8.4m tonnes in 1995. Over three-quarters of output was exported in 2007, and most of the rest is used in power stations. As the more easily accessible coal seams have been exploited, the cost of mining coal is rising, and Vietnam is expected to need to import coal for power plants in the future. Commercially significant quantities of iron ore are also mined. An Indian company, Tata, is undertaking a feasibility study to develop an integrated steel mill that would produce 4.5m-5m tonnes of hot-rolled steel annually, using iron from Thach Khe, in the central province of Ha Tinh. The Thach Khe area is believed to have about 550m tonnes of ore with an iron content of 61-62%, half of which is considered to be commercially exploitable. Industry



The manufacturing sector has continued to record strong growth in recent years, with annual average growth of around 10% in 2002-07. However, the role of state-owned industrial enterprises has continued to decline�they now account for less than one-quarter of industrial output�while the non-state sector (collectives, private enterprises and households) and foreign-invested enterprises have seen their share of manufacturing output rise. Vietnamrs manufacturing base is fairly broad. Food products and beverages accounted for one-quarter of the total value of manufacturing output in recent years, and other important subsectors include manufacturing of textiles and apparel, assembly and repair of motor vehicles and other transport equipment, chemicals and chemical products, fabricated metal products, leather products, furniture, and electrical machinery and apparatus. Most of the output of Vietnamrs textile and garment factories is shipped abroad�exports totalled US$7.8bn in 2007, up by 33% over the previous year, and second in importance only to oil. Easier access to US markets following the implementation of the US-Vietnam bilateral trade agreement in late 2001 led to an especially rapid increase in Vietnamrs textile and garment exports. The footwear industry is continuing to grow. Exports of footwear reached US$4bn in 2007, up from just US$1.5bn in 2001. However, in 2006 footwear manufacturers, who ship three-fifths of their shoes to the EU, fell foul of EU anti-dumping rules. The Vietnamese government claims that it neither interferes in businessesr operations nor subsidises them, but it does admit to providing some incentives, including waivers on land-lease payments. A tariff of 10% was imposed on 103m pairs of Vietnamese shoes in 2006. The shoe industry is said to employ 500,000 workers, four-fifths of whom are women. The woodworking industry continues to thrive, despite increasing difficulty in obtaining wood, with exports reaching US$2.4bn in 2007, compared with only around US$300,000 in 2000. Vietnamrs exports have been helped by allegations in the US of dumping by Chinese producers, which has led buyers to turn to other sources. Local electronic goods manufacturers and assemblers are gradually penetrating overseas markets, and by 2007 electronic goods exports had reached US$2.2bn, up from US$605m in 2002. Efforts to expand the high-technology sector were
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rewarded in early 2006, when a major producer of microchips, US-based Intel, announced that it would invest US$1bn in a semiconductor assembly and test facility. Meanwhile, Foxconn, a Taiwanese conglomerate, has said that it plans to invest at least US$2bn in Vietnam. Industrial production (% change, year on year) 2003 16.0



Industrial production



2004 16.0



2005 12.1



2006 17.7



2007 17.0



Source: Central Statistical Organisation.



Construction



Over the past several years the construction industry has grown relatively quickly, accounting for 7% of GDP in 2007, up from 5.9% in 2002. Residential construction remains robust in the crowded but fast-growing cities. Little housing was built in the north in the 50 years to 1990, with the result that there was pent-up demand for housing there. Over 95% of residential investment is undertaken privately. Spending on infrastructure, particularly roads, continues to be strong, financed in large measure by a steady inflow of aid. The first boom in hotel and office block construction ended in the late 1990s, but with occupancy rates rising, developers are again entering the office-building market. The sector employed 1.3m workers in 2001, but this figure rose to 2.3m in 2007.



Services



Over the past decade Vietnam has moved to a diversified banking system. However, the three main state-owned commercial banks (SOCBs)�the Bank for Investment and Development of Vietnam (BIDV), the Bank for Industry and Commerce (Vietincombank), the Bank for Agriculture and Rural Development (VBARD) and the joint-stock Bank for Foreign Trade (Vietcombank)�still account for around 70% of all loans, in part because most state-owned enterprises are expected to bank with them. The joint-stock banking sector, which comprises private or part-private banks that are generally much smaller than the SOCBs, accounts for around 15% of total lending. Major foreign banks have taken equity stakes, typically 10% or 15%, in the more successful joint-stock banks and bring credibility and managerial expertise. Local banks currently dominate lending activity. Foreign banks face restrictions on their lending, but these constraints are being phased out, bringing stiffer competition to local banks. The Ho Chi Minh City Stock Exchange (HOSE, formerly the Ho Chi Minh City Stock Trading Centre, which was launched in July 2000) remained a minor source of investment finance until 2006. Fuelled by speculative trading the index peaked at 1,170 in March 2007, remained high until October 2007, and then fell almost continuously to a low of 370 in late June 2008. The index is still performing poorly and is unlikely to recover significantly in the short term. Smaller firms are listed on the Hanoi Stock Trading Centre (HaSTC), which opened in March 2005 and has a capitalisation of about one-third of that of HOSE. The unofficial over-the-counter (OTC) market, in which stock in around 1,000 companies is traded, has a market capitalisation estimated at about US$1bn. Foreign ownership may not exceed 30% of the value of listed companies.
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The insurance sector in Vietnam is small compared with other Asian countries. Most of these funds are invested domestically in government bonds, listed companies with a strong performance record and real estate. By 2006 the insurance sector held some US$2.2bn in assets. A total of 6.5m Vietnamese have life insurance, equivalent to about 8% of the population. There are eight life insurance companies, dominated by Prudential of the UK (with a 42% market share) and Vietnam-based Bao Viet (with a 37% share). Despite the devastating impact on the tourism industry of the outbreak of Severe Acute Respiratory Syndrome (SARS) in early 2003, policy initiatives to attract foreign tourists have generally been paying off. The number of international arrivals (including holidaymakers, business people and overseas Vietnamese visiting their families) rose from 2.4m in 2003 to 4.2m in 2007. The largest source of visitors remains China, which accounted for 14% of the total in 2007, followed by South Korea, the US and Japan, each accounting for around 10-11%. Domestic tourism has also been increasing rapidly, with around 16.5m domestic tourists in 2004, up from fewer than 8m in 2000, as travel within the country is becoming easier and disposable incomes are rising. There has been a significant improvement in the choice and quality of resort hotels. Employment trends



Since 2002 employment has risen from 39.5m to 46.4m in 2007; this net job creation of 930,000 jobs per year has been sufficient to lower the unemployment rate steadily, bringing it to down 4.3% in 2007. The number of people working in agriculture and forestry has been falling sharply, dropping by almost 1m between 2002 and 2007; the sector now accounts for just half of all employment. Much of the expansion in employment reflects the development of the manufacturing sector, which has added 2m jobs since 2001 and now provides 13.5% of all jobs. The trade sector (wholesale and retail) is also important, accounting for 12% of employment. Employment Labour force (m) Unemployment rate (%)



2003 41.4 5.8



2004 42.5 5.6



2005 43.6 5.3



2006 45.5 4.8



2007 46.4 4.3



Sources: UN, FAO Yearbook; World Bank, World Development Indicators; Financial & Economic Research International.



In the mid-1980s Vietnam experienced hyperinflation: consumer prices rose by 360% in 1987 and a further 340% in 1988. Greater monetary discipline, made possible by an improving budgetary position, brought inflation down to single digits by 1993, and in 2000 and 2001 consumer prices actually fell. Between 2004 and 2007 inflation varied between 7% and 9%, but soared in 2008. Prices rose by over 28% year on year in August 2008. Much of the recent inflationary surge had domestic roots�the nearly 50% expansion of credit in 2007 increased the money supply, which in turn pushed up prices. But this was exacerbated by the rapid rise in the relative price of foodstuffs, and especially rice, which account for 43% of the basket of goods used to calculate consumer price inflation.
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Prices and earnings



Prices and earnings (% change, year on year) 2003 3.2 5.3 2.0 -1.0



Consumer prices (av) Average nominal wages Average real wages Unit labour costs



2004 7.8 9.9 2.0 3.1



2005 8.3 10.5 2.0 3.8



2006 7.4 9.5 2.0 4.7



2007 9.0 11.2 2.0 5.0



Source: Economist Intelligence Unit.



Wages have more than kept up with inflation, with real wage increases of around 2% annually. Even though nominal wages rose by about 10% annually between 2004 and 2007, labour costs per unit produced rose by an average of just 4% per year during this period, reflecting strong advances in productivity, which has helped to maintain Vietnamrs international competitiveness. For an analysis of the latest economic performance data, see the Economist Intelligence Unitrs most recent Vietnam Country Report. Comparative economic indicators, 2007 GDP (US$ bn) GDP per head (US$) GDP per head (US$ at PPP) Consumer price inflation (av; %) Current-account balance (US$ bn) Current-account balance (% of GDP) Exports of goods fob (US$ bn) Imports of goods fob (US$ bn) External debt (US$ bn) Debt-service ratio, paid (%)



Vietnam a 70.7 823 b 2,579 b 9.0 -7.0 -9.9 48.6 -58.9 21.8 b 1.5 b



Indonesia a 432.9 1,845 3,573 b 6.4 11.0 2.5 118.0 -84.9 140.0 b 11.9 b



Thailand a 245.4 3,689 b 7,809 b 2.2 14.9 6.1 151.1 -125.2 59.5 b 7.7 b



Singapore a 161.3 35,956 b 41,701 b 2.1 46.4 28.8 302.7 -252.0 25.6 b 1.3 b



Malaysia a 186.7 6,872 13,210 b 2.0 28.9 15.5 176.4 -139.1 53.1 b 4.7 b



a Actual. b Economist Intelligence Unit estimates. Source: Economist Intelligence Unit, CountryData.



Regional trends Vietnamrs peculiar geography, particularly the 1,700-km distance between the two main population centres, Hanoi and Ho Chi Minh City, has tended to encourage regionalism. Since doi moi (economic renovation) began in 1986, Ho Chi Minh City and the nearby provinces have consolidated their position as Vietnamrs industrial heartland, although the Hanoi-Haiphong area has grown quickly over the past few years, and the central city of Danang is now expanding rapidly. Left behind are the mountainous areas of the north, the north-central coast and parts of the Central Highlands, which are the three regions where poverty rates are highest.
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The external sector The current account



The current account has been in deficit since 2002. After posting a relatively small deficit of just US$164m in 2006, the deficit ballooned to US$7bn in 2007, owing to a significant widening of the trade deficit. The current-account deficit was 9.9% of GDP in 2007, up from just 0.3% in 2006 and 1.1% in 2005. Vietnam continually runs a deficit on its services account, amounting to a record US$894m in 2007, up from just US$8m in 2006 and US$296m in 2005. Similarly, the income account remains in the red, largely in line with the repatriation of foreign investor profits and debt repayments. However, remittances from overseas Vietnamese (Viet Kieu) have risen rapidly, helping to push up net transfers from US$1.3bn in 2001 to US$6.4bn in 2007. The US dollar value of Vietnamrs exports almost doubled between 2004 and 2008, with rapid increases in the four largest export categories�crude oil, garments, footwear and aquaproducts�which together account for around onehalf of the total value of exports. In 2007 the value of exports was equivalent to nearly 77% of GDP. The value of imports has risen just as quickly as exports, but from a higher base, so that by 2007 it was equivalent to over 90% of GDP. The single largest category of imports is machinery and equipment; other major groups include steel, refined petroleum and inputs for the textile and garment industry. Since they consist largely of capital and intermediate goods, imports often rise in advance of an acceleration in GDP growth, on occasion creating a period of large trade deficits. For most of the past several years trade deficits have been manageable�equivalent to 5-7% of GDP�but in early 2008 there was an extraordinary surge in imports, which pushed the trade deficit up to an unsustainable US$15bn in the first nine months of 2008, equivalent to 23.6% of GDP. Main composition of trade (US$ m; fob-cif) Exports fob Crude oil Textiles & garments Footwear Fisheries products Total exports incl others Imports cif Machinery, equipment & parts Refined petroleum Steel Material for textile industry Total imports incl others



2003



2004



2005



2006



2007



3,777 3,630 2,225 2,217 20,142



5,671 4,386 2,692 2,401 25,984



7,108 4,866 3,027 2,740 31,726



8,078 5,830 3,520 3,260 38,941



8,129 7,976 4,040 3,811 48,313



5,350 2,410 1,642 2,039 25,194



5,504 3,624 2,609 2,284 31,470



5,254 4,969 2,956 2,268 36,408



6,555 6,186 3,009 2,040 44,459



9,546 6,808 4,656 2,233 60,697



Source: General Statistics Office.



Following the regional financial crisis in 1997-98, Vietnam sought to expand its exports to markets outside Asia�first western Europe, and more recently the US, Australia and China. Since 2002 the US has been Vietnamrs biggest export destination, absorbing around 20% of total exports, followed by Japan, Australia
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and China. Despite the sharp growth in Vietnamrs exports to the US in recent years, Vietnamrs imports from the US remain relatively low and are well behind imports from China, Singapore and Japan. Main trading partners (% of total) Exports fob to: US Japan Australia China Imports cif from: China Singapore Japan South Korea



2003



2004



2005



2006



2007



19.6 14.4 7.1 9.3



19.3 13.6 7.3 11.2



18.7 13.7 8.6 10.2



21.6 12.5 9.6 5.8



21.5 10.8 7.0 5.9



12.5 11.4 11.8 10.4



14.6 11.5 11.3 10.7



16.2 12.3 11.2 9.9



18.5 13.5 10.2 8.8



20.4 11.8 9.6 7.7



Source: General Statistics Office.



The capital account



International donors continue to show their faith in the government, offering generous amounts of official development assistance. In late 2007, at meeting of a host of multilateral and bilateral donors, pledges of aid for 2008 came to a record US$5.4bn, up from US$4.5bn the previous year. Actual aid disbursements are typically about two-thirds of the pledged amounts. Since 1988, when foreign investment was first allowed, Vietnam has attracted well over US$100bn in foreign direct investment (FDI) commitments, although only about half of this has actually been disbursed. FDI commitments are cyclical�they peaked in the mid-1990s, before falling in the wake of the regional financial crisis. Vietnam is currently at the peak of a new FDI cycle: new FDI projects worth a remarkable US$57bn were approved in the first eight months of 2008, which almost doubles the total of all FDI ever approved in Vietnam. About four-fifths of FDI comes from countries in the region, including Japan, Singapore, South Korea, Hong Kong, Taiwan, Thailand and Malaysia. There has recently been renewed interest in oil and gas projects, but most of the FDI disbursed since 2000 has gone into industry. Inflows of portfolio investment were first noticeable in 2005, when they reached US$115m, and they have increased sharply since, reaching US$6.2bn in 2007, as the stock market soared. Vietnamrs foreign reserves have expanded sharply, rising to US$21bn by mid2008, up from only US$3.7bn at end-2001. Much of the increase occurred in 2007, when the State Bank of Vietnam (SBV, the central bank) bought foreign exchange from people who wanted to invest in local stocks and real estate. For an analysis of the latest external sector data, see the Economist Intelligence Unitrs most recent Vietnam Country Report.
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Balance of payments, IMF series (US$ m) Goods: exports fob Goods: imports fob Trade balance Services: credit Services: debit Income: credit Income: debit Current-account balance Direct investment in Vietnam Inward portfolio investment (incl bonds) Outward portfolio investment Other investment assets Other investment liabilities Financial balance Net errors & omissions Overall balance Financing (- indicates inflow) Movement of reserves Use of IMF credit & loans



2003 20,149 -22,730 -2,581 3,272 -4,050 125 -936 -1,931 1,450



2004 26,485 -28,772 -2,287 3,867 -4,739 188 -1,079 -957 1,610



2005 32,447 -34,886 -2,439 4,176 -4,472 364 -1,569 -560 1,954



2006 39,826 -42,602 -2,776 5,100 -5,108 668 -2,097 -164 2,400



2007 48,561 -58,921 -10,360 6,030 -6,924 1,093 -3,261 -6,992 6,700



0 0 1,372 457 3,279 798 2,146



0 0 35 1,162 2,807 -915 935



865 0 -634 967 3,087 -397 2,130



1,313 0 -1,535 995 3,088 1,400 4,324



6,243 0 2,623 2,124 17,540 -342 10,206



-2,099 -74



-808 -73



-2,077 -54



-4,292 -33



-10,180 -26



Source: IMF, International Financial Statistics.
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Paul Glewwe, Nisha Agrawal and David Dollar (eds), Economic Growth, Poverty and Household Welfare in Vietnam, World Bank, 2004 William J Duiker, Ho Chi Minh, A Life, Hyperion, New York, 2000 General Statistics Office, www.gso.gov.vn Nhan Dan online: www.nhandan.org.vn. The People's Daily is the leading newspaper and has an informative page that changes daily UNDP, Vietnam: www.undp.org.vn. Includes UNDP reports, background on UNDP activities, and some trade and other statistical data Vietnam Embassy in the US: www.vietnamembassy-usa.org. News summaries and practical information on visas Vietnam News Agency: www.vnagency.com.vn. Publishes the Vietnam News VietNamNetBridge: newspaper



www.english.vietnamnet.vn.



Online



English-language



The World Bank in Vietnam: www.worldbank.org.vn. May also be accessed via www.worldbank.org. Includes World Bank reports, details of the role of the Bank in Vietnam, and useful links
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Appendix Index methodology Measuring democracy There is no consensus on how to measure democracy. A key difference in measures is between "thin" or minimalist, and "thick" or wider concepts of democracy. The Economist Intelligence Unitrs democracy index is a thick measure. In addition to measuring political freedoms and civil liberties (the essential components of any definition), other features also need to be assessed in order to determine how substantive democracy is. Our index is based on five categories: electoral process and pluralism; civil liberties; the functioning of government; political participation; and political culture. The index provides a snapshot of the current state of democracy worldwide for 167 independent states and two territories (this covers almost the entire population of the world and the vast majority of the worldrs independent states). The overall index of democracy, on a 0 to 10 scale, is based on the ratings for 60 indicators grouped in the five categories. The overall index is the simple average of the five category indexes. We use a three-point scoring system for the 60 indicators. A dichotomous 1-0 scoring system (1 for a yes and 0 for a no answer) is used for most indicators. For some indicators, a 0.5 score is possible, where a simple yes (1) or no (0) is problematic. The category indexes are based on the sum of the indicator scores in the category, converted to a 0 to 10 scale. Adjustments to the category scores are made if countries do not score a 1 in the following critical areas for democracy: • whether national elections are free and fair; • the security of voters; • the influence of foreign powers on government; and • the capability of the civil service to implement policies. The index values are used to place countries within one of four types of regimes: 1. Full democracies�scores of 8 to 10. 2. Flawed democracies�scores of 6 to 7.9. 3. Hybrid regimes�scores of 4 to 5.9. 4. Authoritarian regimes�scores below 4. A differentiating aspect of the index is that in addition to expertsr assessments we use, where available, public opinion surveys. Indicators based on the surveys predominate heavily in the political participation and political culture categories, and a few are used in the civil liberties and functioning of government categories. To view the full methodology and the complete questionnaire, visit eiu.com.
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