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GENERAL OVERVIEW OF THE DISSERTATION

Actuality of the research topic. Last decades of the XX century and the
beginning of the third millennium has denoted great changes in the world, both in
social and economic sphere. Those shifts were influenced first of all by the former
Soviet Union destruction. Asian economic crisis in the 90-s. rapid emerging of
previously closed markets, consolidation process in European economic area and
introduction of EURO as counterbalance to US dollar. As a part of world economy
Vietnam has also been exposed to challenges of dramatic changes and benefited from
their advantages, for example, globalization. Such situation has demanded rapid and
deep reforms from Vietnamese government and politicians: the results have occurred
in the short time. Nowadays high performance indexes of Vietnamese economy
demonstrate to the world commonwealth the great potential hidden in the country.
That potential needs to be used in most effective way. that's why best national and
foreign experts and scientists are engaged in designing and construction of
Vietnamese own economic model, combining best achievements of world economic
experience with national specific features.

Today Vietnam is considered as a rapidly developing country. Consumer
goods of the Vietnamese manufacturers are widely spread on the US markets; one
can find it in Southern American, European and Asian countries. Vietnam has
considerably stabilized its place in the international economic relations. According to
Bradford Philips, Country Director, ADB Viet Nam Resident Mission Viet Nam has
made impressive progress in achieving both rapid economic expansion and poverty'
reduction in recent years, yet comparisons with other East Asian and Southeast Asian
countries during their high-growth periods suggest that Viet Nam's GDP growth rates
could be higher. The country is relatively well endowed in terms of natural resources,
enterprising people, and a favorable geographic location. The chances of further
growth stem from using these opportunities more efficiently and improving the
efficiency of the existing capital stock. During the last years of the twentieth
century', Vietnam has longed for an important role on the international economic
scene and has therefore tried to promote an image of modernization. Initially Vietnam
has increased its efforts towards international integration, relaxing its tensions with
the United States and placing itself on the same path which followed most of Western
countries. There’s no doubt Vietnam's internal affairs were under influence of the
international situation. Nevertheless, domestic reforms continue to be the Middle
Kingdom's biggest challenge. Up to now (2006), the results of conducted reforms
could be sensed in macroeconomic terms, and a significant proportion of the
population has benefited from increasing prosperity. But at the same time, new
pressures and challenges have emerged.

Today Vietnam is anxious to overcome the position of a source of natural
resources or a producer of low or middle-technology goods. According to the data of
IBM’s PC sales division, Vietham could already be considered as a competitor in
area of advanced technologies. Vietnam possesses progressive system of education
designed to turn out scientists and technologists meeting the highest requirements of



the 21st century.

Complexity and background of the problem. The problems of defining the
impact intensity of globalization onto national economies, finding ways and methods
of influence; regulation of the influence through choosing definite foreign trade
regime or policy; estimation and forecasting of consequences of such a choice are
actual and highly controversial. Foreign trade influences national economies through
deeper nation’s involvement into international labor division and stimulates nation’s
specialization on trade with the goods and services produced with larges comparative
advantages. The problems of globalization, economic growth, macroeconomic
performance, foreign trade and structural changes have been investigated by several
researches.[ Anderson, K. (1998), Vietnam's Transforming Economy and HTO
Accession, Centre for International Economic Studies, University of Adelaide:
Apoteker, T. (2000), Vietnam: Trade and Investment 1999-2000. A Report for the
European Commission (Draft); CIE, 1999. Trade and Industry Policiesfor Economic
Integration, The Report prepared for OEM and UNIDO, CIE, Canberra & Sydney.
September; Fujita, \1. (2001), “Regional Trade Arrangement and Strategies of
Multinationals: Implications of AFTA for Economic Integration”, in Satoru Okuda
(ed.), APEC in the 2 f Centuiy (Selected Issues for Deeper Economic
Cooperation), APEC Study Center-Institute of Developing Economies, Japan, March;
McCarty, A. (1999) “Vietnam’s Integration with ASEAN: Survey of Non-tariff
Measures Affecting Trade”. Volume 1 UNDP Project ‘Promoting Vietnam’s
Integration with ASEAN-V1E 95/015, Hanoi, January; Nguyen Thang (2002)
“Tariff Protection in Vietnam”, Draft Report to the World Bank, Hanoi, February!.

However, the recent trends in the Vietnamese foreign trade, its potential and
development strategy from perspective dynamics has not been studied yet. From this
point of view studying main tendencies of Vietnam’s economy could help in defining
the level of its involvement into actual global economic processes. The research
includes general characteristics, geographical position, and role of the country in
world economy, historical data, economic development figures, mainframe of
economic policy, and also relations priorities with Uzbekistan.

Research aims and objectives. The purpose of the conducted research was to
critically analyze by econometric models the structure of Vietnamese economy,
sequences of reforms implemented, the sources of economic performance, and also
influence of globalization on trade policy of Vietnam in order to formulate the
efficient strategy for the future. For fulfilling these aims the following tasks and
objectives were formulated and curried out:

« to deeply investigate the social and economic processes in the country

with detailed layout into the landmarks and identify the country’s strengths and

weaknesses from international prospects;

e to construct the simple econometric models for overall economic

performance of the country, to define the sources and The work also envisages

deep economic analysis of economic growth in order to find out the optimal
combinations of utilized resources;



¢ to undertake the structural change analysis in the economy with he
particular focus on economic branches such as - agricultural sector, small and
average business, and means of their stimulation by the state.

« To outline the general characteristics, geographical position, and role of the
country in world economy, historical data, economic development phases,
mainframe of economic policy, especially foreign policy with the transition
countries, including Uzbekistan.

¢« To investigate the trade potential, socio-economic and bilateral beneficial
relations of Vietnam with the Republic of Uzbekistan, to study the latter’s
experience in  deepening economic reforms; to summarize the
recommendations and suggestions on fostering economic growth of Vietnam.

Subject and object of research. The objects of research are economic
model and trade policy of Vietnam. Moreover great attention is paid to outlining of
economic policy and its main inclinations. The subject is the process of Vietnam’s
economic development in historical context, prospects of the country in world
community and the role of reforms in adjusting to changing realities.

Theoretical and methodological basis of the research. The research
provides a solid set of legislative norms being used in the Uzbekistan. Those are:
regulations, decisions of the parliament, decrees of the President, instructions and
resolutions of regulating institutions. Also there have been used scientific
monographers, clauses, student's final qualifying works, works of the president of
Uzbekistan, manuals, Internet resources, statistical data, newspapers and magazines.
From those sources data on Vietnam have been extracted and analyzed. The data
comprises - geopolitics, historical data, economic figures, graphs and schemes. The
work also considers the possibility to implement Vietnamese reformation experience
for current economic processes in Uzbekistan. For the purpose there were utilized
scientific works and clauses of the most progressive, the most up to date and non-
standard economic experts, ever engaged in research of Vietnam issues.

Scientific novelty of the research findings. Although Vietnam has a long
and reach history, till recently it was relatively closed and remained “black horse” for
the international community. In this context scientific novelty of the research consists
in its all-round econometric analysis of Vietnam’s economic structure and the
achievements of implemented economic reforms.

The major scientific achievements and their novelty are following:

1. Critically examined the current debates and theories on economic
development, especially focusing on Vietnamese Economy;
2. Using constructed econometric growth models for Vietnamese economy
the sources and factors, also country’s trade potential have been identified,
appropriate suggestions are made. For the purpose there were utilized
scientific references and clauses of the most progressive, the most up to date
and non-standard economic experts, ever engaged in research of Vietnam
issues.

3.  The major trends in overall economic performances, market reforms,

international trade, elaborating of market mechanisms and regulations were

critically analyzed.
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4. Besides, the dissertation contains comparative analysis of both
Uzbekistan's and Vietnamese economic systems in attempt to disclose
potential prospects in deepening and revision of communications between the
countries.

The practical importance of the research outcome. During the research
process there have been utilized the most up to date data on economic situation in
Vietnam and also many examples from discourses of experts are given, research can
be used as an economic survey ofthe country and the source of basic data for further
research works. Besides it can become very useful material for teachers of higher
educational institutions holding lectures and reports on the matters of transition
economies, particularly, Vietnam and for those who are interested in studies of the
country.

The final qualifying dissertation consists of Introduction, three chapters,
conclusions and references.

In the introduction the topicality and actuality of the research topic have been
proved, its aims and objectives, validity and reliability of proposed methodology, the
scientific novelty of the research findings were stated.

First chapter: “THE THEORETICAL AND HISTORICAL BACKGROUND
OF TRADE POLICIES” analyzes the international trade theories, current debates on
trade in the context of transition economies, describes the general economic
overview of country’s performance and main trends of Vietnam’s economic
development.

Second chapter: “GLOBALIZATION AND OPENNES OF VIETNAMESE
ECONOMY: trends, challenges and prospective” provides the detail econometric
analysis of economic growth, its sources and environment, the fiscal policy of
government in regard trade liberalization , development of small and private business.
The objects of consideration in this part are: the economic policy, structure of
economic reforms and relations.

Third chapter: “THE VIETNAMESE ECONOMY IN THE CONTEXT OF
FOREGN TRADE STRATEGIES” outlines the current and future international trade
potential, prospects of economic attitudes of Uzbekistan and Vietnam; attempts to
outline main priorities of Vietnamese trade strategies, including trade with Central
Asian countries.

Conclusion contains summary of the research and provides suggestions on
settlement of economic and social challenges which Vietnam encounters today.

THE SUMMARY OF THE UNDERTAKEN RESEARCH

The theoretical and historical background of international trade. Two
competing visions have dominated discussion of international trade for more than two
centuries. These ideas, which linger beneath the surface of most contemporary issues,
can be seen with greatest clarity in the context of the historical periods that spawned
them. Examining the origins of these visions can help us to understand both how each
resolves the three dilemmas of trade and why nations have adopted the trade
strategies implied by them. One vision is that of economic liberalism, which has been
dominant in theoretical circles since the very advent of systematic thinking about



economics. Economic liberalism was first articulated in precise form by Scottish
political economist Adam Smith

That advice is predicated on the premise that the most important value to be
maximized by the state is the consumption of its citizens, usually summarized by a
nation's gross national product (GNP).

The second perspective derives from mercantilism, a body of thought that
originated with the mercantile policy (i.e., commercial or trade policy) of European
nations, especially England, from the sixteenth century to the middle of the
nineteenth.

In the first chapter, the researcher analyzes two competing visions which have
dominated discussion of international trade for more than two centuries. But the
liberal argument for free trade is far from timeless: It depended for its force on
particular historical developments of the modern age. For example, efficient
allocation of resources among different economic sectors is not an idea that could
arise in a relatively stagnant medieval economy with only one dominant sector.

The discussion thus far has emphasized the domestic factors that influence the
choice of trade policy by nations, especially the degree to which free trade is
tempered by elements of protectionism and export promotion. The choice among
these three strategies inevitably highlights the distributional and values dilemmas,
most notably the extent to which nations pursue the liberal goal of maximizing
aggregate consumption at the expense of alternative values such as equality and
security. However, most contemporary trade issues also involve elements of the
fourth strategy identified in this chapter, the effort to forge conditions abroad
conducive to expanding exports.

A global liberal regime backed by hegemonic leadership is needed to
overcome the natural inclination of most nations to retain their own trade barriers
while inducing other countries to lower theirs. Such a free rider can take advantage of
open markets elsewhere to expand exports but avoid the painful (if ultimately
beneficial) adjustment to import competition. Even though all nations would benefit
from global free trade, very few will adopt it unilaterally without assurance of
reciprocity. To break this logjam requires hegemony to take the lead and induce other
nations to follow. The hegemonic nation will usually have to subsidize the
organizational costs and also offer recalcitrant nations a more favorable deal than
strict reciprocity would require. In fact, hegemony frequently offers side benefits in
exchange for cooperation in creating an international regime, such as the massive
infusion of foreign aid provided to Europe by the United States under the Marshall
Plan in the late 1940s.

Furthermore, although prosperity and peace were dominant values in the post-
Depression, postwar w'orid. two devastating wars within twenty-five years also
inspired a desire for national security and autonomy. Europe feared economic
dependence on the United States, particularly because of the widely held view that
the Great Depression had been caused by poor management of the American
economy. Since another U.S. recession would also spill over into other economies.
Europeans insisted that the I'TO include a full-employnient mandate to prevent the
concretionary policies to which the United States seemed prone. Thus, together with
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(lie ever present distributional implications of trade policies, these dilemmas ensured
that global liberalism would face opposition.

Perhaps the most visible accomplishment of the Uruguay Round is the creation
of a permanent trade institution, the World Trade Organization, which commenced
operation on January' 1. 1995. nearly fifty years after the proposed 1TO was
abandoned. The WTO is not a wholly new organization, of course. Its staff and
building in Geneva are identical to that of the GATT secretariat it replaced and the
GATT agreements remain at the center of the legal order it now supervises.
Furthermore, although the WTO may be said to govern global trade, it does so quite
loosely and with very limited resources. Its annual budget, about $80 million, is
smaller than at least fifteen other international economic organizations and barely 5
percent of the largest, the World Bank. Its staff, fewer than 500. is similarly dwarfed
by the World Bank's 7.000 and the IMF's 3,000. WTO staff has no enforcement
powers and are authorized neither to interpret GATT/WTO rules nor to investigate
violations of them.

When referring to Vietnam's reforms, it is necessary to look back to their
launching period in 1978. as well as to follow the changes introduced since then by
Deng Xiaoping and his successor Jiang Zemin. Although reforms have been evolving
for more than twenty years, the country is still undergoing a period of transition.
Although reforms have been evolving for more than twenty years, the country is still
undergoing a period of transition. The three decades of Maoism have been such a
heavy burden for Vietnam that the country still needs a few more years in order to
overcome that legacy in the economic, social and political spheres. The prominence
given by the Vietnamese Communist Party to economic reform is unquestionable.
Nevertheless, the complexity of the challenges Vietnam has to confront cannot be
explained only in economic terms. There are many other social and political variables
that have an effect on the Middle Kingdom today. The reshaping of the social
component of all those areas linked to the labor market, or in a wider sense to the
emergence of all markets is certainly a prominent process. However, as in previous
periods, the spirit of economic regulation continues to be intermingled with the rise
of a discourse about collective identity, w'hich prevails in the political sphere. The
discourse on national construction has become a point of contestation among
Vietnamese communities in overseas, w'hich are searching for their share within the
framework of Greater Vietnam. Vietnam is not only a highly successful exporter, but
has also become a very large-scale consumer, importing both raw' materials and ready
goods from other Asian countries. In Asia. Vietnam has a position of net importer,
not only from Japan, but also from other neighboring Asian countries. Japan also
benefits from being a major investor in the development of Vietnamese industry. In
trade there ca be observed the increase of surplus with the United States; the surplus
in trade with Europe is also expected to grow rapidly.

Vietnam is a densely-populated, developing country that in the last 30 years
has had to recover from the ravages of war, the loss of financial support from the old
Soviet Bloc, and the rigidities of a centrally-planned economy. Substantial progress
was achieved in the last three decades in moving forward from an extremely low
level of development and significantly reducing poverty. Growth averaged around
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9% per year from 1993 to 2000. The 1997 Asian financial crisis highlighted the
problems in the Vietnamese economy and temporarily allowed opponents of reform
to slow progress toward a market-oriented economy. GDP growth averaged 6.9% per
year from 1997 to 2006 even against the background of the Asian financial crisis and
a global recession, and growth hit 8% in 2005 and 7.8% in 2006. Since 2001,
however, Vietnamese authorities have reaffirmed their commitment to economic
liberalization and international integration. They have moved to implement the
structural reforms needed to modernize the economy and to produce more
competitive, export-driven industries. Vietnam's membership in the ASEAN Free
Trade Area (AFTA) and entry into force of the US-Vietnam Bilateral Trade
Agreement in December 2001 have led to even more rapid changes in Vietnam's
trade and economic regime. Vietnam's exports to the US doubled in 2002 and again
in 2003. Vietnam joined the World Trade Organization in January 2007, following
over a decade long negotiation process. This should provide an important boost to the
economy and should help ensure the continuation of liberalizing reforms. Among
other benefits, accession allows Vietnam to take advantage of the phase out of the
Agreement on Textiles and Clothing, which eliminated quotas on textiles and
clothing for WTO partners on 1January 2005. Agriculture's share of economic output
has continued to shrink, from about 25% in 2000 to 20% in 2006. Deep poverty,
defined as a percent of the population living under $1 per day, has declined
significantly and is now smaller than that of China, India, and the Philippines.
Vietnam is working to promote job creation to meet the challenge of over one million
entrants to the job market every year. Vietnamese authorities have tightened
monetary and fiscal policies in order to stem high inflation. Hanoi is targeting an
economic growth rate between 7.5 and 8% over the next five years

The analysis of current economic development in Vietham. Chapter Il of
the research provides a wide range of statistic data with results based on the figures.
The author conducts a review of basic development trends, priorities of Vietnam's
economic model in general and its trade policy in particular.

The Seventh and Eighth National Congresses of the Party held in 1991 and
1996, respectively, reaffirmed its commitment to a socialist oriented multi-sectarian
economy operating under the market mechanism and state management, and called
for more structural reforms.

One of the most important aspects of economic reforms in Vietnam is the
encouragement of domestic and foreign private investment. The Company Law, the
Law on Private Businesses, the Law on Encouragement of Domestic Investment and
especially, the Law on Businesses (which replaced the Company Law and the Law
on Private Businesses and is considered most liberal) has had profound impacts on
the development of the private sector in Vietnam. The first Law on Foreign
investment in Vietnam was promulgated by Vietnam's National Assembly in
December 1987. After being amended twice, the law was repealed and replaced by a
new Law on Foreign Investment that was passed in November 1996. The new Law
was amended again in May 2000 to create an even more favorable environment for

foreign direct investment. The Law is now considered among the most liberal
investment laws in the region.



In the area of external trade, import and export restrictions have been greatly
reduced. Vietnam has been gradually moving from state monopoly on foreign trade
to free trade. Business sentiment has improved. The private sector - domestic and
foreign - is likely to respond positively, resulting in additional investment inflows.
Export growth will provide a further boost to manufacturing and buttress
consumption. But strong domestic demand and further export growth will push up
imports, particularly imports of production materials and machinery. Current account
deficits are expected to be around 5.7% of the GDP in both 2004 and 2005.Viet Nam
has strong potential to expand its exports because it has only small shares of major
export markets. The People's Republic of China (PRC) is potentially a large market
for Viet Nam's exports of natural resources such as crude oil. rice, and tropical
agricultural products. Inflation is expected to be moderate at around 4.5% in both
2004 and 2005. A further lowering of telecommunications charges and other
administration costs will help keep nonfood prices down. However, the continued
rise in prices of building materials, including steel, as well as pharmaceuticals will
have a partially offsetting impact. The 2005 outlook is not free from risks, namely
the trade deficit, uncertainty over market access, the fiscal deficit, rapid credit
expansion, and possible public health scares. Continued and effective
implementation of the Government's governance and public administrative reform
program, further reform of financial and banking sector, and successful WTO
accession in 2007 would help sustain rapid economic growth and poverty reduction
in Viet Nam.

At present, by law, all Vietnamese businesses including private companies
have the intrinsic right to handle export and import business within their registered
scope of business. Foreign trading companies are allowed to set up branches and/or
representative offices in the country to conduct and/or promote trade. As a result, the
number of companies which are engaged in export and import business rose from
only 50 in 1986 when the reform was initiated to around 12,000 in the year 2000.

Both tariff and non-tariff barriers to trade have been reduced and/or gradually
eliminated. Import duties have been substantially reduced while most export products
enjoy a zero export tax rate. Most commodities and goods are now freely imported
into and exported from Vietnam. The number of products subject to export or import
prohibition or restriction has been reduced. The requirement of government approval
of contracts and prices as well as licenses for lot shipments has been abolished.

Other important reforms that have been taking place over the past 15 years in
Vietnam include: Prices and domestic trade have been liberalized and most subsidies
have been removed. Multiple exchange rates have been replaced with a single rate
reflecting market forces. A tight monetary policy has been adopted to check inflation.
The tax system has been reformed with the broadening of the tax base and the
introduction of new taxes such as VAT and corporate income tax to replace turnover
tax and profit tax respectively. The banking system was also reformed into a two-tier
system, which separated a central state bank from commercial banks and opened the
way for the entry of private sector. In the agricultural sector, land reform gave usage
rights and tenure to farmers who have the right to inherit, exchange, transfer,
mortgage and lease their land use rights. State-owned enterprises and companies were
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re-organized with the reduction and/or removal of the state intervention, subsidies
and other privileges, while at the same time, given greater autonomy in their
business. The government has also approved the privatization of state-owned
companies and enterprises.

The "Doi Moi" policy has produced good results. Despite the adverse impacts
of the recent regional economic crisis, Vietnam's GDP doubled during the 1990 -
2000 period. GDP of Vietnam in 2006 is accounted for 48,26 billion $ dollars (OER)
and per capita income (PPP) 3.100 S and predicted economic growth 7.8%.The share
of GDP by economic sectors is changing positively. As a proportion of the economy,
agriculture has dropped to 20.1% in 2006 from 40.8% in 1990. Industry including
construction took up 41.8% of the economy, up from 22.8% in 1990 while the share
of services increased slightly from 36.4% to 38.1% during the same period. Inflation
dropped from three digits in the 80s to less than 10% since the mid 90s. The
exchange rate with the US dollar has remained relatively stable. State revenue rose
from 15.2% of GDP in 1990 to 28.2% in 2006. Domestic saving and investment also
increased from 14.4% and 13.2% in 1990 to 29% and 32.1% of GDP respectively in
2006.

Econometric Analysis ofthe sources ofeconomic growth of Vietham

The growth accounting method (as suggested in Gillis et al., 1996) is based on
the production function:

Y =f(K, L R, (1)

which relates the level of output Y to the inputs of capital (K), labour (L),
farming land and natural resources(R) and productivity or technology' (a). Equation
(1) can be rearranged to calculate the factor contribution to the output growth as
follows:

gY =wK.gK + wL.gL + wR.gR + a (2)

where g is the growth of each variable and w the share of inputs in income. For

simplicity, we can write:
gY = (WK.gK) + (wL.gL) + a (3)
where a = gy - (WK.gK) - (wL.gL) (4)

Usually, data on gy, wK, gK, wL and gL can be found and calculated from the
econometric equations on statistics yearbooks. So, “a” is treated as a residual.
However, data on wK, wL, gK are not available in most of the developing countries.
Therefore, we can apply two simple methods: (1) The perpetual inventory method
and (2) The rate of investment (or gross fixed capital formation) as a percentage of
GDP method, in order to calculate the results of the growth accounting equation and
estimate the contribution of capital, labour and total factor productivity to growth.

The increased role of technology in the last period can also be explained by the
effects of the big investments in heavy industries in the past which then started to
operate, together with the foreign capital investment flows and capital loans as well
as, foreign aid to Viet Nam. While the share of labour’s contribution to growth
decreased from 52.8% in1987 to 20.8 5 in 2005, the exogenous factor (a ) increased
significantly from 23.5% to 51.3%.(See table 1), This again can be explained by the
effects of the doi moi policies of Viet Nam, which have succeeded in transforming
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the economy from central planning to a market economy. Thus in the next years, in
order to maintain high economic growth, though capital is necessary, continuous
improvement of development policies, renovation of organization and management
etc. are the most important issues because these can contribute to the growth more
than other factors. Financial assistance from international agencies will be more
effective if this capital is used in association with good and open economic
management, a clear legal framework for economic activity and efficient government
policies. [ Bello W. , Rosenfield S. , Mat trai cua nhung con rong, NXB Chinh tri
Quoc gia. (Dragons in Distress: Asia’s)]

Table 1: Contribution to economic growth of different factors (per cent) in
the Vietnamese Economy

PERIOD Y K L a
1987-1989 100 23.7 52.8 235
1990-1992 100 22.5 35.3 42.2
1993-1995 100 26.9 21.7 51.4
1995-2005 100 28.9 20.8 51.3

Source: Contributions are calculated on the basis ofeconometric model

The private sector has also been growing rapidly. As a result, the share of GDP
by the private sector, including the foreign invested sector, substantially increased,
accounting for 67.5% ofthe GDP in 2006. Last year, companies with foreign capital
alone produced about 14% of the GDP, 38% of the total industrial output and 24% of
export earnings. Such figures are all the more striking when one considers that the
private sector was almost nonexistent prior to the inception of economic renovation
in 1986.Exports grew an average of nearly 19% annually from 1990 to 2006, about
2.6 times higher than the GDP growth rate. In 2006, export earnings reached around
US$17.45 billion, more than seven times higher than export revenue in 1990. As a
result, the ratio of goods and services export - import turnover to the GDP has
increased from 62.1% in 1990 to 108.7% in 2006. Trade deficits have been
narrowing from around US$4 billion in 1996 to less than US$ 1.2 billion in 2000. In
2006 Vietnam has positive net export over 1 billion $. Vietnam has gone a long way
from food importer to the world third biggest rice exporter. The country has also
emerged as the second biggest coffee exporter in the world after only Brazil.
Relations with multilateral financial organizations such as the World Bank, the
International Monetary Fund (IMF), the Asia Development Bank (ADB) as well as
other country donors have been resumed and/or expanded. During the 1996-2000
periods, the international community committed to provide Vietnam with Official
Development Aid (ODA) in an amount of US$17.5 billion of which US$6.1 billion
was actually disbursed during the same period.

Although its share in GDP has been decreasing over the recent years,
agriculture still represents an important economic sector, accounting for about 24%
of the GDP and employing nearly 56.8% (2005) of the work force. Over the last ten
years, agricultural growth has averaged about 4.6% per annum. The agricultural
sector will continue to receive priority in the economic planning and development of
the country. The Government has adopted various policies to increase and encourage
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public and private investment in infrastructure development; farming, processing and
storage of agricultural, forestry, and fishery products, especially for export; as well as
the production of fertilizer and manufacturing of related equipment and machinery.

Agricultural products are still the country's main exports, currently accounting
for nearly 24% of the total export value. Vietnam has moved from a food importer to
the world's third largest rice exporter and also emerged as the world's second biggest
exporter of coffee and pepper. Currently, main export items include seafood, rice,
coffee, rubber, pepper, tropical vegetables and fruits, cashew nuts, tea, milk and
sugar.The country's agricultural export is forecasted to grow an average of 4% per
annum during the next ten years. As a proportion of the export, agriculture is
estimated to drop to 22% by 2007 and 17,2% by 2010,

Vietnam’s S-shaped coastline, which is over 3,200 km in length, together with
many archipelagos and islands, supports a vibrant seafood industry. Seafood is one
of the country's important exports. Earnings from seafood exports reached around
US$ 1.6 billion in 2006, increasing 52% over 1999 and accounting for nearly 10% of
the country's total export value.

The former Soviet Union and socialist countries in Eastern Europe used to be
Vietnam's major trading and economic allies. For example, in 1988 the former Soviet
Union accounted for 40% of Vietnam's exports and 65% of imports. The economic
and political collapse of these allies in the late 80s and early 90s forced Vietnam to
expand and diversify her trade relations with other markets. In 1999, the country's
trade with countries in Asia-Pacific accounted for about 62% of her total trade. The
EU and North America have become important trade partners of Vietnam.

Vietnam's trade with ASEAN was insignificant in the 80s mainly due to
political confrontation between the two sides and partially due to Vietnam's
concentration on trade with the former Soviet Union and Eastern Europe. However,
it was expanding and growing rapidly and steadily in the early 90s until the recent
regional economic crisis. ASEAN countries, especially Singapore, quickly replaced
the role of the former Soviet Union and Eastern European countries in supplying
important products to Vietnam such as petroleum, fertilizers and other materials.

Singapore also played a significant role in re-exporting Vietnamese products
to other markets. In 1995, ASEAN accounted for one third and one fourth of
Vietnamese imports and exports respectively as compared with only 4% of the
country's total trade in 1986.

However, the growth of trade between Vietnam and ASEAN slowed in recent
years as a direct consequence of the recent regional crisis. Another reason for this
drop might be the similarity of export and import structure and the rapid expansion
of Vietnam's direct trade with other markets throughout the world, especially in
Europe and America, thus diminishing the role of regional countries as middlemen.
In 2000, Vietnam's exports to ASEAN were US$ 2.8 billion, an increase ofjust 6.2%
over 1999 and accounting for 18% of the country's total export value while imports
from ASEAN was US$ 4.5 billion, an increase of 37% over 1999 and accounting for
28.9% of the total import.



14

Table.2. Merchandise and commercial services trade of Vietnam

MERCHANDISE TRADE

Merchandise exports, f.0.b. (million US$)
Merchandise imports, c.i.f. (million US$)

Share in world total exports

Breakdown in economy’s total exports
By main commodity group (ITS)
Agricultural products
Fuels and mining products
Manufactures

By main destination
1 European Union (25)
2. United States
3. Japan
4. China
5. Australia

COMMERCIAL SERVICES TRADE

Commercial services exports (million US$)
Commercial services imports (million US$)

Share in world total exports

Breakdown in economy’s total exports
By principal services item
Transportation
Travel
Other commercial services

Value
2005
31 625
36 476

2005 a
0:30

17.9
23.3
58,2

19,9
19,6
14,4
93
71

Value

2004
3867
4739

2004
0,18

Annualpercentage change

1995-2005 2004 2005
19 27 23
16 25 17

2005 a

Share in world total imports 0.34

Breakdown in economy’s total imports
By main commodity group (ITS)
Agricultural products 7,8
Fuels and mining products 144
Manufactures 77,3
By main origin
1 China 12,4
2 .Japan 11.8
3 Taipei, Chinese 115
4. Singapore 11-4
5. Republic of Korea 10,4
Annualpercentage change

1995-2004 2003 2004
7 n 18
10 10 17
2004
Share in world total imports 0,22

Breakdown in economy'’s total imports
By principal services item
Transportation
Travel
Other commercial services

Source: Balance ofPayments Statistics and Government Finance Statistics; UNCTAD, TRAINS database; UNSD, COM
trade database (for OECD members,. UNSD-OECD Joint Trade Data Collection and Processing System)

Vietnam became the seventh member of ASEAN in July 1995 and started to
implement AFTA at the beginning of 1996. The country commits to completed the
AFTA implementation by 2006. As of the end of 2006, Vietham had cut taxes on
4,200 items in accordance with the Common Effective Preferential Tariff (CEPT).
The country had also pledged to reduce rates to below 20% on a further 730 items in
2001, 510 in 2002 and 660 in 2003. With the exception of 51 sensitive items and 131
items that are not listed by CEPT, the 0 and 5 per cent tax rate applied to all 6,130
listed items by January 1, 2006. The reduction and elimination of tariff and non-tariff
barriers under AFTA, together with the regional economic recovery, will certainly
help in boosting trade between Vietnam and other ASEAN members.

As a group, ASEAN s still the biggest trade partner of Vietnam, accounting
for about 22% of the country's total trade in 1999.
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Vietnam’s economy and foreign trade relations. In Chapter HI the author
draws a parallel between economic processes in Vietnam and those of Uzbekistan,
stating that bilateral cooperation between the countries has an enormous potential,
taking into account that Uzbekistan has its doors wide open for foreign investors. The
Republic's well-developed legal framework, huge natural resources, political and
economic stability, high level of education of its residents, hospitality of the Uzbek
people are believed to create an excellent environment to run Vietnamese business in
Uzbekistan. Also the author provides some vivid examples of developing trade
relations between Vietnam and its main partners.

CONCLUSIONS AND SUGGESTIONS

At the beginning of a new millennium Vietnam has appeared to be at a very
important time-point in the process of its development and catching up with more
developed neighbors-countries:

- The factors ensuring the sustainable growth has been weakening and the
economy’s structural weaknesses and vulnerabilities have been widely recognized by
Vietnamese policy-makers;

- The process of international integration is reaching a peak in terms of the
negotiation for accession to the WTO and of the commitments to implementation in
relation to ASEAN. APEC. Miyazawa, and VN-US BTA. This situation has called
for decisive and comprehensive reforms. However, advancing Vietnam’s efforts to
realize such a bold reform package is complicated by a set of economic, social, and
institutional obstacles.

The achievements recorded by Vietnam during the 1990s and the market-
oriented reforms have already been tied down to ail aspects of the socio-economic
changes, and therefore, there is no way for Vietnam to return to the previous central
planning system.


http://www.gsog
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The conducted research on the issue "Foreign trade economic policy of
Vietnam" allows drawing following conclusions:

-Each country encounters such problems as, imperfect development of
economic system, shortage of raw materials; depending on it each country proceeding
from internal and external situation tries to create its own specific economic model.
Tat model includes program on maintenance of economic stability in the country as a
whole and prospective of separate strategic industries in particular, providing a
number of corresponding measures and instruments for achievement of the economic
objectives;

- Creation and improvement of economic model has a huge value in regulation
of a national economy. The economic model of Vietnam first of all has been directed
eut liberalization, and reforms of agricultural sector. That has led to fast growing
competition and rapid emergence of manufacture. No less than 60 per cent of the
Vietnamese population still practices handicrafts, at low wages and usually with
peasant levels of productivity. Yet that gives an indication of the reserve of
manpower that still remains to be brought into the modern economy. The Vietnamese
economy is likely to have another 25 years of high rate growth ahead of it. Before full
maturity, the Vietnamese economy will reach multiple sizes than it has today;

- Without in-depth analysis and studying of a national economy it is impossible
to create safe system of development in the country. To make economic model really
operating it is necessary to reveal the main current problems of economy and provide
most effective ways of their decision.

- The main stimulus for the development of economic relations, i.e.
cooperation between Uzbekistan and Vietnam is perspective development of two
countries corresponded to all fields of economic partnership;

- To make the efforts for deepening of bilateral more intensive, politicians and
governments of the countries need to have more political will for it; at the same time
countries need more frequent contacts in industrial, social and cultural field.

- Framework of the country’s economic model considers as practical steps and
delicate economic policy for smooth integration of the given country into the main
world markets. Before starting of reforms implementation in the country, it is
necessary to develop preliminary strategy of marketing.

- Strategy can specify where exactly the country can receive the maximal profit
and minimize the costs. Vietnam is not recognized as a market economy by any of its
major trading partners, making it easier for own firms to be found guilty of dumping
goods on overseas markets. Unsatisfied by what it sees as discriminatory treatment
and fearful that this status makes it vulnerable to western protectionism now and in
the future, the Vietnam has embarked on a campaign to gain recognition as a market
economy. It has, however, achieved little success so far. Given this failure,
Vietnamese's trade strategists might want to rethink their tactics.

- In conditions of the developing world markets, the major role in application
of national economic strategy and creation of favorable image of the country on the
international scene is featured to national government.



- Vietnam possesses the developed industrial and social infrastructure,
powerful technological and industrial potential. Vietnam has quickly opened up its
economy in the past twenty years. As a result of the economic reforms, it has become
the largest foreign direct investment (FD1) recipient among the developing countries
since 1993, and its trade accounts for about 40 per cent of total gross domestic
product (GDP), But Vietnam is still not fully ‘opened’, and international pressures
persist in that direction. A consensus seems to be growing within the Vietnamese
population: Vietnam has to open its doors to catch up with the process of
globalization and become a constructive and equal partner in the world market; but at
the same time, Vietnam has to decide which path to choose (strategies, game tactics,
etc.) taking into account its own interests, its own calculation of costs and benefits, its
own capability of dealing with risks and negative impacts, and. therefore, being fully
independent from the calls of multinationals, foreign powers and other international
interest groups.

Ready made production is focused basically on export. Vietnam has also
understood the importance of trade freedom both inland and internationally, realized
the need for the best possible relations with trading partners. With direct material and
financial support, Vietnam has been one of the largest contributors to the relief of
tsunami consequences in the Indian Ocean countries. The economic maturity of the
Vietnam has been accompanied by increasing political maturity. That is the best
guarantee for the future century, which is beginning to look like the Asian century.
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RESUME

Thesis of dissertation by Dinh Duy Hien presented for the degree of a
candidate of economic sciences on specialty’ 08.00.11- Economy of Foreign
Countries. Subject: “The Strategy of the Development of Foreign Trade of the
Republic of Vietnam in the Conditions of Globalization™.

Key words: Vietnam, trade policy, economic development, economic indicators,
national economic model, international relations, reforms.

Subject of the Research: development of the Vietnamese Foreign Trade.

Aim of the Research : a study and research of structure of the Vietnamese
economic model from the critical point of view, the results of the conducted
economic reforms as well as the study of dynamics of indicators in the foreign
economic activity, including the study of influence of global factors on the country’s
economic development, international trade and research of the basis of scientific-
theoretical factors of the development of the Vietnamese foreign trade and finally
elaboration of the foreign trade strategy of Vietnam.

Research Methods: methods econometric modeling in the process of study and
research; method of statistic, graphic, comparative , economic analyses have been
used.

Achieved Results and their Novelty: the research is aimed to study Vietnam’s
experience in the field of external trade and it’s perfection in the process of entrance
into the world economic system. Analyses of impact of the globalization process to
the international trade of the countries has been given in the research. Economic
basis of the mentioned influence are defined as well as coordination and
management of methods and kinds of foreign economic trade policy including the
influence of international trade on the participating countries have been studied.
Practical Significance of the Research Work : the research outcomes contain
useful recommendations and proposals for the further improvement of the foreign
economic activities ofthe Socialist Republic of Vietnam.

Degree of Application and Economic Efficiency: results of the research were
implemented in the development of trade-economic relations of SRP. Dissertation
provisions have been wused in the activities of the Vietnam’s Chamber of
Commerce as well as in preparation of texts of lectures for such courses as the “
World Economics”, “Economy of Foreign Countries” at Tashkent State University of
Economics and Tashkent Affiliation of the Academy of Economics named after G.V,
Plekhanov.

Sphere of Usage: the dissertation materials and conclusions may be implemented
and used by scientific-research institutes and state official institutions for further
improvement of the ways of perfection of foreign economic activity of SRV.
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PE3FOME
aucceptaumn OAnHb 3.X. Ha TeMy «CTpaTermsa pasBuTus BHELLHEN
TOproe/n BbeTHama B yCNOBUSAX F/106a1M3auMn» Ha COMCKaHue yUYEHo
CTeMNeHN KaHangaTa SKOHOMMYECKMX HayK no cneynansHocty 08.00.11-
«IKOHOMUKA 3apyOeXHbIX CTpaH»

KnoueBble cnoBa: BbeTHam, Toproeas NOMUTWKA, 3KOHOMWUYECKOe pasBUTHe,
3KOHOMUYeCKune nokasarenu, HaluMoHanbHas 3KOHOMMYecKas MOfensb,
MEXAYHapOoLHbIE OTHOLEHUS, pedOpMbl.

O61beKT nccnefoBaHUA: pa3BUTNE BHELLIHE TOProBim BbeTHama.

Llenb paboTbl: KpUTUYECKOE MW3YYEeHWEe W aHanu3 CTPYKTYpbl 3KOHOMWYECKOM
mofenn BbeTHama C TOYKW 3peHnsa B3O, M pe3ynbTaToB MNPOBefEHHBLIX PeopM,
3aKOHOMEpPHOCTei BHELLHe TOprosan, a Takxe BAMAHUA rN06anbHbIX (HakToOpoB Ha
9KOHOMMWYECKOE pa3BUTUE CTpaHbl, 0B0CHOBAHME WHCTPYMEHTOB aHa/iv3a Hay4Ho-
TEOPETUYECKMX OCHOB MeXAYHapoAHOW TOProB/in U COBPEMEHHBIX TEHAEHLMWIA pasBUTUS
BHELWHel Topronn Coumanuctmyeckoil Pecny6nmku BbeTHam fgnsa gopmanunsauunm
afianTUBHOM cTpaTeruun B 6yayLlem.

MeToabl nccnefoBaHnA: NCMOJIb30BaHbI MeTof4bl ~ 3KOHOMETPUYECKOro
MOJennpoBaHus, CTaTUCTUYECKOrO, rpagmyeckoro " CPaBHUTENLHOIO
3KOHOMMWYECKOro aHaim3a.

lMonydeHHble pe3ynbTaTbl M MX HOBU3HA: 3aK/MHOYAKOTCA B W3YYEHUU OMNbITa
BbeTHama B 06nacT¥  BHELIHETOProBOW 3KOHOMMWYECKOW MNOMMTUKM U ee
COBEpPLUEHCTBOBAHUMN B YCNOBUAX BXOXAEHWUA B MUPOBYIO 3KOHOMMUYECKYIO CUCTEMY.
B Heil npvBefeH aHanu3 BAUAHUA MeXAYHapOLHOW TOProBAM Ha 3KOHOMUKY CTpaHbl.
OnpegenawOTca  39KOHOMWYECKME OCHOBbl  [laHHOrO  BO3JeNCTBMA, a Takxke
nccnefyroTcs METOAbl M BMAbI BHELIHETOPrOBON MNOAUTWKM BbeTHama, a Takxe
perynupoBaHme B[], Kak MHCTPYMEHT 3KOHOMMNYECKOT0 BO3AEliCTBMA Ha CTPaHbI.

MpakTuyeckas 3HAYMMOCTb: paspaboTaHbl U HayYHO 060CHOBAHbLI MpeLnoXeHUs
W pekOoMeHfauun No fJanbHeilleMy COBepLUEHCTBOBAHWUIO perynuposaHus B3[
Pecny6amkn BbeTHam.

CTeneHb BHefjpeHWA UM 3KOHOMMUYECKAsA 3MPEKTUBHOCTbL:  pe3y/bTaThl
NpoBefaHHOro uccnefoBaHMA OblIM  UCMOMb30BaHbl B TOPrOBO-MPOMBbILLIIEHHO
nanate CPB »n B pa3paboTke paclUMpeHUs TOProBO-3KOHOMMWUYECKUX OTHOLLEHWI
OBYX CTpaH. Matepuanbl guccepralum TakxKe 6blnM MCNONb30BaHbI MPU pa3paboTke
TEKCTOB fleKUMiA no Kypcam «MupoBas 3IKOHOMMKA», «IKOHOMMUKa 3apy6exHbIX
cTpaH» ®dunnana P3A um. IN.B.lMnexaHosa B TawkeHTe , TF Y.

O6nactb npumeHeHnsA: MaTepuansl U BbIBOAbI MOrYT 6biTb MPUMEHEHbI
Hay4HO-M1CcCnef0BaTeNbCKUMN " rocyAapCTBeHHbIMU opraHusaunammu
Couwmanuctuyeckoi Pecnybnnku BbeTHam Ans fanbHeillero COBEPLUIEHCTBOBAHUA
MexaHM3Ma U MeTof0B perynuposaHua B34,



E\. luHb
08.00.11 - Xopwknini MamsiakaTnap MKTACOIN UXTUCOCLLN ByiAHYA UKTUCON
thaHnapy HOM I UNMUIA TapaXkacWMHMN OJIKW YYYH TaKgu.Y TTHAraH
«Cnobannawys waponwga BoeTHaM TawKy caBLOCLU LWL PUBOXK/IAHHLL
cTpatermsacu» MaBTycuiarn gUCCepTaLMHCMHHHT KUckada
PE3IOMEcu

Kanut cytnap: BbeTHam, caBAo cuécaTu. MKTUCOAMA PUBOXAHHLL. UKTUCOAWN
KypcaTknunap. MAIAIMM UKTUCOANI MOfen. Xankapo MyHocabatnap, ncnoxorgap.
TagKMKOT 00beKT: BbeTHaM TallKW CABAOCU TapaKKUETH.

HwHNHr Makcagn: BbeTHaM WKTUCOAUA MOLENVNHW TaHKUAUA TafKUK 3TULL.
yTKasuaraH WKTUCOAMIA HcnoxaTnap HaTukanapyu xamfja TawkKu WUKTUCOAUNA
thaonuaTMgarn  KypcaTkuunap gWHaMWKacWMHUW, LWYHWHILEK MamiakaT WMKTUCOAWIA
Tapakkuétura rnoban OMUANAPHUHI TabCUPUHW  ypraHuwl. XxaskKapo caBLO Ba
BbeTHam CoumanmcTtuk Pecny6nnkacu Tawkmn caBaocu pYBOXNaHHLU
TaMOWUNNAPUHUHT WAMUIA-HA3apuili acocnapuvHM TaAKWK 3TULL Xamja nuMpoBaph
HaTuXaja BbeTHam Talky caBfo CTpaTernsacnHM wmwnab Ynkuwanp.

TafKWKOT MeTOANapU: TaAKUK >kapaéHuja 3KOHOMETPUK MofennawiTupuLl.
CTaTUCTUK, rpauk, KUECUA, MKTUCOAMIA Taxnun ycynnapujad dolinanaHungu.
dpuwinaraH HaTtmkanap Ba YNapHMHT AHTUINTW. BbeTHAMHUHI TalKW caBAo
coxacmparun Taxpubanapu Ba YHUHI >Xax0H WKTUCOAMIA TUMMWUIra KupuLwija
TakoMuanawysun ypraHunagu. Fnobanusauns xapaéHMHUHI MamsakaTiap xankapo
caBfocuMra TabCUpPW TaxNWa KWUAMHTaH. YW6> TabCUPHUHI WKTUCOAWI aeocnapu
benrunaHagn, LWYHWUHTLEK, TallKW WKTUCOAWIA caBAO0 CUECATUHUHI MeToAnapu Ba
Typ/rapu xamfa XasKapo CaBAOHW YHAa MWTUMPOK 3TYBYM Mamakariapra tabcup
KypcaTyBuu BOCMTa cuatuja 60wKapuil TagKUK 3THALN.

MWHMHT amanuini  axammsaTU: BbeTHam CoumanucTMK Pecny6anMKacu TallKu
UKTUCOANY (DaonMATUHN TakKoMuadawTupuw 6ylinya TaknHg Ba TABcusAap uwnab
YMKUATAH Ba WIMWUIA acocsiaHraH.

TaTbukK OSTUNHW gapaxkacu Ba WKTUCOAMI caMapasiop/iIurH:  TagKWKOT
HaTwxXanapn BbeTHam Couunanuctmk Pecnybnmkacum caBA0-e0THK  asfioKanapuHu
puBOXNaHTUpUWAa KynnaHuarad. Aucceptauymsa matepuannapugaH BoeTHam caBfo-
caHoaT nanatacu aonumaTnga xamga TowkeHT fasnaTt MKTUCOAUET YHUBEPCUTET,
TowkeHTaarn [I.B.MnexaHoB Homugarn Poccna WIKTucoguini AKageMUSCUHUHT
dhunmanugarn «XXaxoH WUKTUCOAMETU». «XOPWXKMN Mamnakatnap WKTUCOAUETU»
Kypcnapu 6>'finda mabpysa MaTHAapu Ty3uw aa gonganaHHNraH.

KynnaHuw coxacu: pauccepTauua maTepuanfiapu Ba XyfocanapuMHu BbeTHam
CoumnanncTuk Pecnybnnkacu WAMUWA-TEKIIUPULL Ba faBnaT TallKWA0TAapuja TalliKu
UKTUCOAUIA haonuaTn ycnybrHm TakoMmmanawTupuwga Kynnaw mj

Tagkukot
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