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ASEAN’s ECONOMIC INTEGRATION

OPPORTUNITIES AND CHALLENGES FOR VIETNAM

INTRODUCTION

One of  the  mega t rends  in  the  cur ren t  in te rna t iona l  r e l a t ion  i s  the

g rowing  r eg iona l i sm –  the  i nc reas ing  number  o f  r eg iona l  i n t eg ra t ion

a r r angemen t s  and  con f igu ra t i ons . 1 Indeed ,  r eg iona l i za t ion  and

g loba l i za t ion  have  become  two  o f  t he  ma jo r  t r ends  in  modern

in t e rna t i ona l  r e l a t i ons .  No  coun t ry ,  whe the r  deve loped  o r

deve lop ing ,  can  e scape  them;  o the rwi se ,  i t  w i l l  l ag  beh ind  and  f a l l

i n to  d i sadvan tage  in  the  in t e rna t iona l  d iv i s ion  o f  l abor .

I t  i s  e s t ima ted  tha t  by  the  end  o f  th i s  cen tu ry ,  Wor ld  Trade

Organ i za t i on  (WTO)  ru l e s  and  r egu l a t i ons  w i l l  cove r  abou t  98% o f

overa l l  g loba l  t r ade .  I t  i s  a l so  es t ima ted  tha t  in  the  nex t  f i f t een  o r

twen ty  yea r s ,  a l l  coun t r i e s ,  i nc lud ing  ma jo r  powers  such  a s  the  US,

Japan ,  Ch ina  and  Russ i a ,  a s  we l l  a s  t he  deve lop ing  coun t r i e s ,  w i l l

have  to  exe r t  a l l  t he i r  e f fo r t s  t o  fo s t e r  economic  deve lopmen t  and

e f fec t ive ly  and  compe t i t i ve ly  in t eg ra t e  t hemse lves  in to  the  wor ld

economy ,  i n  o rde r  t o  pos i t i on  t hemse lves  advan t ageous ly  i n  an

inc reas ing ly  in te rdependen t  g loba l  economy.

The  g loba l  f r amework  fo r  economic  coope ra t ion  and  in t eg ra t ion  a t

p re sen t  i s  t he  WTO.  In  each  r eg ion ,  howeve r ,  t he re  a r e  a l so  r eg iona l

                                                                
1- Joseph L.H.Tan, “ AFTA in the  Changing International Economy,”  Institute of Southeast Asian Studies,
Singapore, 1996,  pp.1-2.
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or  sub- reg iona l  a r rangement s .  These  inc lude  APEC in  As ia  and  the

Pac i f i c ,  the  EU in  Europe ,  NAFTA in  Nor th  Amer ica  and  ASEAN in

Southeas t  As ia ,  to  ment ion  on ly  a  few.

The  p rocess  o f  r eg iona l  and  g loba l  economic  coope ra t ion  and

in t eg ra t ion ,  t hough  complex ,  has  been  deve lop ing  a t  a  ve ry  r ap id

pace  and  a t  d i f f e ren t  l eve l s .  However ,  the  mos t  common t r end  has

been  towards  t r ade  and  inves tmen t  l i be ra l i za t ion ,  t hough  i t  w i l l

soon  be  expanded  to  o the r  a r ea s  such  a s  t r ade  s e rv i ce s  and

in te l l ec tua l  p roper ty .

The  focus  o f  th i s  pape r  i s  t o  e l abora te  on  the  i s sue  o f  economic

coope ra t ion  and  in t eg ra t ion  wi th in  t he  f r amework  o f  t he  Assoc i a t i on

of  Sou theas t  As ian  Na t ions  (ASEAN) .  The  oppor tun i t i e s  and

cha l l enges  f ac ing  Vie tnam in  i t s  r eg iona l  economic  coopera t ion  and

in t eg ra t i on  wi l l  a l so  be  d i s cus sed .

Vie tnam i s  a  un ique  case  in  t e rms  o f  i t s  soc ia l  and  po l i t i ca l  sys t em

and  i t s  l eve l  o f  economic  deve lopment .  However ,  i t  i s  hoped  tha t

the  s tudy  o f  some  o f  the  ma jo r  i s sues  f ac ing  Vie tnam a t  p re sen t  and

the i r  imp l i ca t ions  wi l l  be  va luab le  bo th  to  V ie tnam and  o the r

deve lop ing  coun t r i e s  i n  t he  p rocess  o f  i n t eg ra t ing  the i r  economies

in to  the  wor ld  economy.
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ASEAN AND THE ISSUE OF ECONOMIC INTEGRATION

A S E A N  f r o m  a  h i s t o r i c a l  p e r s p e c t i v e

On 8  Augus t  1967 ,  t he  Fo re ign  Min i s t e r s  o f  t he  f i ve  Sou theas t  As i an

coun t r i e s  -  t he  Repub l i c  o f  Indones i a ,  Ma lays i a ,  t he  Repub l i c  o f  t he

Ph i l i pp ines ,  t he  Repub l i c  o f  S ingapore  and  the  Kingdom o f  Tha i l and

-  me t  in  Bangkok  and  s igned  a  document  l ay ing  the  founda t ion  fo r

the  e s t ab l i shmen t  o f  ASEAN.  They  have  subsequen t ly  been  known  as

the  found ing  f a the r s  o f  ASEAN,  and  the  h i s to r i c  documen t  t hey

s igned  i s  known as  the  ASEAN Dec la ra t ion .

Unl ike  the  EU,  ASEAN i s  no t  a  suprana t iona l  iden t i ty ,  ac t ing

independen t ly  o f  i t s  member s .  I t  ha s  no  pa r l i amen t  o r  counc i l  o f

min i s t e r s  wi th  l aw-mak ing  power ,  no  powers  o f  en fo rcemen t ,  and  no

jud ic i a l  sys t em.  However ,  i t  has  been  one  o f  t he  wor ld ’ s  mos t

dynamic  and  success fu l  i n t e rgove rnmen ta l  o rgan iza t ions  in  the

deve lop ing  wor ld ,  i n  t e rms  o f  po l i t i c a l  and  economic  coope ra t i on

and  in t eg ra t ion .  I t  ha s  a l so  e s t ab l i shed  d i a logue  pa r tne r sh ips  w i th

mos t  o f  t he  ma jo r  powers  and  in t e rna t iona l  o rgan iza t ions ,  i nc lud ing

the  US ,  J apan ,  Ch ina ,  Russ i a ,  t he  EU,  t he  UNDP and  o the r  r eg iona l

a r r angemen t s .

Born  in  1967  a t  the  mids t  o f  the  tu rbu lence  in  Sou theas t  As ia ,

no tab ly  the  Cu l tu ra l  Revo lu t ion  in  Ch ina ,  the  e sca la t ion  o f  the

Vie tnam War  and  the  t u rmo i l  i n  some  o f  t he  o the r  Sou theas t  As i an

coun t r i e s ,  ASEAN ob jec t i ve s  a s  env i s ioned  a t  t he  t ime  inc luded :

-  To  con ta in  communi sm and  p reven t  t he  e f f ec t  o f  t he  Domino

Theory  in  face  o f  the  Vie tnam War ;

-  To p romote  cons t ruc t ive  coopera t ion  in  the  r eg ion ;  and
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-  To ga in  suppor t  and  as s i s t ance  f rom majo r  powers  (ma in ly  the

US,  the  UK and  Japan . )

However ,  a s  ag reed  to  a t  t he  t ime ,  and  becoming  a  p r io r i t y  a t  a  l a t e r

s t age ,  t he  u l t ima te  ob jec t ive  o f  ASEAN was  to  ach ieve  long- t e rm

sus ta inab le  economic  g rowth ,  t o  inc rease  pe r  cap i t a  income ,  to

fu r the r  s ecu re  economic  and  po l i t i ca l  s t ab i l i t y  in  the  r eg ion ,  and  to

s t r eng then  i t s  s t and  and  power  in  the  in t e rna t iona l  communi ty . 2

A S E A N  m e c h a n i s m s

The  ASEAN h ighes t  dec i s ion -mak ing  mechan i sm i s  t he  Mee t ing  o f

the  Heads  o f  Governmen t s  o r  S t a t e s ,  u sua l ly  known  as  t he  ASEAN

Summi t .  On ly  t h r ee  summi t s  were  he ld  fo r  t he  qua r t e r  o f  a  cen tu ry

fo l lowing  ASEAN’s  found ing .  However ,  a t  t he  1987  Man i l a  Summi t ,

i t  was  dec ided  and  ag reed  t ha t  t he  summi t  shou ld  be  he ld  eve ry

th ree  to  f ive  yea r s .  Subsequen t ly ,  a t  t he  Four th  Summi t  in  S ingapore

in  1992 ,  th i s  was  modi f i ed  so  tha t  a  summi t  wou ld  be  fo rma l ly  he ld

every  th ree  years  wi th  an  in formal  mee t ing  in  be tween .

The  1967  ASEAN Dec la r a t i on  a l so  e s t ab l i shed  t he  Annua l  Mee t ing

of  t he  Fo re ign  Min i s t e r s ,  known  as  t he  ASEAN Min i s t e r i a l  Mee t ing

(AMM).  The  AMM convenes  on  a  ro t a t iona l  bas i s  i n  each  o f  t he

ASEAN member ’ s  cap i t a l s .  Th i s  mee t ing  i s  to  in i t i a t e  o r  r ev iew the

po l i c i e s  and  p rog rams  o f  t he  o rgan i za t i on .  I n  be tween  the  AMMs,

the  ASEAN S tand ing  Commi t t ee  (ASC)  ho lds  mee t ings  wi th  the

Di rec to r s -Gene ra l s  o f  t he  ASEAN Na t iona l  Sec re t a r i a t s  a s  i t s

members .

                                                                
2 - For further information see R.C. Severino, “ What ASEAN is and What it Stands for?,”  22 October
1998.
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At  the  1977  Kua la  Lumpur  Summi t ,  t he  ASEAN Economic  Min i s t e r s ’

Mee t ing  (AEM)  was  in s t i t u t iona l i zed  to  ove r see  ASEAN economic

coopera t ion  and  in tegra t ion .  L ike  the  AMM, i t  i s  he ld  annua l ly  and

shou ld  r epo r t  d i r ec t l y  t o  t he  ASEAN Heads  o f  S t a t e s  o r

Governmen t s .  In  add i t i on  to  t h i s ,  a t  t he  Four th  Summi t  i n  S ingapore

in  1992 ,  a  Min i s t e r i a l  Counc i l  was  se t  up  whose  t a sk  i s  t o  supe rv i se

the  implemen ta t ion  o f  t he  Common Ef fec t ive  P re fe ren t i a l  Ta r i f f s  fo r

the  ASEAN Free  Trade  Area  (CEPT–AFTA) .  Members  o f  the  AEM

also  s i t  on  the  AFTA Counc i l .

The  AMM i s  suppor t ed  and  a s s i s t ed  by  the  ASC and  the  Sen io r

Of f i c i a l s  Mee t ing  (SOM) .  The  AEM i s  suppor t ed  by  the  Sen io r

Economic  Of f i c i a l s  Mee t ing  (SEOM)  and  va r ious  ad -hoc  economic

work ing  g roups .

Bes ides  the  AMM and  AEM,  the re  a re  f i f t een  o the r  min i s t e r i a l

mee t ings  w i th in  t he  f r amework  o f  ASEAN on  the  spec i f i c  a r ea s  o f

ag r i cu l t u r e ,  deve lopmen t  p l ann ing ,  educa t i on ,  ene rgy ,  env i ronmen t ,

f inance ,  hea l th ,  in fo rmat ion ,  l abor ,  l aw,  sc ience  and  t echno logy ,

soc i a l  we l f a re ,  t r anspor t a t ion  and  communica t ion ,  t ou r i sm and

you th .  Min i s t e r i a l  mee t ings  on  func t iona l  f i e ld s  a r e  suppor t ed  by

the  fo l lowing  bod ies :  t he  Commi t t ee  on  Cu l tu re  and

In fo rma t ion (COCI) ,  t he  Commi t t ee  on  Soc i a l  Deve lopmen t  (COSD) ,

t he  Commi t t ee  on  Sc i ence  and  Techno logy  (COST) ,  ASEAN Sen io r

Of f i c i a l s  on  Env i ronmen t  (ASOEN) ,  and  t he  ASEAN Sen io r

Of f i c i a l s  on  Drug  Mat t e r s  (ASOD) .  I t  i s  e s t ima ted  tha t  t he re  a r e

more  t han  280  mee t ings  o f  one  so r t  o r  ano the r  he ld   eve ry  yea r

wi th in  the  ASEAN f ramework .
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To coord ina te  ASEAN re l a t ed  ac t iv i t i e s  a t  a  na t iona l  l eve l ,  member

coun t r i e s  a r e  suppor t ed  by  the  ASEAN Na t iona l  Sec re t a r i a t s  unde r

the  Min i s t r i e s  o f  Fo re ign  Af fa i r s .

The  ASEAN Sec re t a r i a t  was  e s t ab l i shed  a t  t he  F i r s t  ASEAN Summi t

in  1976 .  The  Sec re t a r i a t  cons i s t s  o f  a  Sec re t a ry  Genera l  o f  t he

ASEAN Sec re t a r i a t  and  seven  o f f i c i a l s  nomina ted  by  member

gove rnmen t s .  A t  p re sen t  t he  Sec re t a ry  Genera l  i s  des igna ted  a s  t he

Sec re t a ry  o f  ASEAN wi th  an  en la rged  manda te .  To  coord ina t e

ASEAN pos i t i ons  and  ac t iv i t i e s  i n  r e l a t ion  to  each  o f  t he  d i a logue

pa r tne r s ,  e ach  member  coun t ry  i s  a s s igned  a s  a  coo rd ina to r  f o r  a

pa r t i cu l a r  d i a logue  pa r tne r .  V ie tnam i s  a s s igned  a s  t he  coo rd ina to r

fo r  t he  r e l a t i onsh ip  be tween  Russ i a ,  New Zea land  and  ASEAN.

Represen t ing  the  bus iness  sec to r  a t  va r ious  ASEAN mee t ings  wi th

the  d i a logue  pa r tne r s ,  a s  we l l  a s  w i th in  t he  ASEAN economic

mee t ings ,  va r ious  chambers  o f  commerce  o f  a l l  t he  ASEAN member

coun t r i e s  have  se t  up  a  r eg iona l  con fede ra t ion  known  as  t he  ASEAN

Chamber s  o f  Commerce  and  Indus t ry  (ASEAN –  CCI ) .

Over  the  pas t  t h ree  decades ,  ASEAN ac t iv i t i e s  and  invo lvemen t

have  expanded  and  w idened  in  d imens ion  and  s cope .  The

o rgan i za t i ona l  s t r uc tu r e  o f  ASEAN has  unde rgone  such  evo lu t i ona ry

and  d ramat i c  change  tha t  i t  now bea r s  l i t t l e  r e semblance  to  i t s

o r ig ina l  s t ruc tu re .  Th i s  change  co r r e sponds  to  t he  changed

ob jec t i ve s  and  goa l s  o f  t he  Assoc i a t i on .  The  app roach  app l i ed  by

member  s t a t es  i s  to  r e ta in  the i r  f l ex ib i l i ty ,  and  to  upho ld  the

p r inc ip l e s  o f  consensus ,  equa l i t y  and  non- in t e r f e r ence  i n  each

o the r ’ s  in t e rna l  a f f a i r s .  Th i s  approach  has  bu i l t  up  conf idence  and

brough t  abou t  p rog res s  and  a  sp i r i t  o f  un i ty  w i th in  the  Assoc ia t ion ,

wh ich  has   become  an  impor t an t  sou rce  o f  r eg iona l  r e s i l i ence .
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A S E A N  d e v e l o p m e n t s

Af te r  more  t han  t h r ee  decades  o f  ex i s t ence ,  ASEAN has  become  a

s t rong  and  cohe ren t  r eg iona l  i den t i t y .  Un t i l  Ju ly  1997 , 3 ASEAN had

succeeded  in  ma in ta in ing  a  r e l a t ive ly  h igh  economic  g rowth  ra t e ,

whi l e  i t s  economies  had  been  g radua l ly  indus t r i a l i z ing  and

modern iz ing ,  and  becoming  c lose ly  i n t eg ra t ed ,  no t  on ly  wi th in  i t s

member  s t a t e s  bu t  w i th  the  ou t s ide  wor ld .

ASEAN has  s t r eng thened  i t s  s t and  and  exe r t ed  i t s  i n f luence

reg iona l ly  and  in t e rna t iona l ly  and  has  ac tua l ly  become  one  o f  the

majo r  f ac to r s  in  the  po l i t i c s  and  s t r a t eg ie s  o f  t he  ma jo r  powers .

ASEAN i s  on  i t s  way  to  ach iev ing  a  po l i t i ca l  and  economic

communi ty ,  mee t ing  the  who le  va r i e ty  o f  the  needs  o f  i t s  ve ry

d i f fe ren t  members ,  wh i l e  r e spec t ing  the  iden t i ty  o f  each .

The  ASEAN Summi t  i n  Bangkok   o f  14  -15  December  1996 ,  wh ich

d i scus sed  the  t heme  “Towards  One  Sou theas t  As i a” ,  showed  a  c l ea r

and  de te rmined  wi l l  o f  i t s  members  to  conso l ida te  the i r  economic

t i e s  and  to  pursue  a  po l i t i ca l  v i s ion  fo r  the  en t i r e  r eg ion .

The  access ion  o f  V ie tnam in  Ju ly  1995 ,  Laos  and  Myanmar  in

December  1997  and  Cambod ia  a t  t he  Hano i  Summi t  i n  December

1998 ,  d id  no t  j eopa rd i ze  t he  cu r r en t  t r end .  Thus  the  fo re fa the r s ’

d ream o f  e s t ab l i sh ing  an  a s soc i a t i on  cons i s t i ng  o f  a l l  t en  Sou theas t

As ian  na t ions  has  become  a  r ea l i t y .

                                                                
3 - The time when the financial and monetary crisis broke out first in Thailand and then in Malaysia and
Indonesia.
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A S E A N  h a s  t h e  c a p a c i t y  o f  c r e a t i n g  b o t h  c u r r e n t  a n d  p o t e n t i a l

wea l th ,  and  i t  i s  wor thwhi l e  h igh l igh t ing  some  o f  i t s  economic

ach ievemen t s  r eco rded  du r ing  the  1990-1997  pe r iod .  Dur ing  th i s

t ime ,  t he  ave rage  economic  g rowth  r a t e  was  7 .0% pe r  annum,  wi th

some  coun t r i e s  ach iev ing  nea r ly  10%.  The  ove ra l l  va lue  o f  t r ade  o f

the  ASEAN coun t r i e s  w i th  t he  ou t s ide  wor ld  i nc rea sed  more  t han

th ree - fo ld  in  t he  space  o f  t en  yea r s .  Af t e r  a  pe r iod  o f  r e l a t i ve

s t agna t ion ,  i n t e r -ASEAN t rade  took  o f f  w i th  an  inc rease  o f  40% in

1994 ,  r each ing  US  $111  b i l l i on ,  o r  20% of  t he  ASEAN ove ra l l

ex t e rna l  t r ade .  I n  1995 ,  ASEAN wi tnes sed  a  fu r the r  i nc rea se  o f

16%,  mak ing  in t e r -ASEAN t rade  wor th  US $130  b i l l i on .  ASEAN

expor t s ,  a t  p r e sen t ,  cons i s t  ma in ly  o f  manufac tu red  p roduc t s :  Whi l e

66% of  i t s  expor t ed  p roduc t s  cons i s t ed  o f  r aw ma te r i a l s  i n  1977 ,  i n

1995 ,  78% of  a l l  commodi t i e s  expor t ed  cons i s t ed  o f  manufac tu red

goods .

ASEAN a l so  a t t r ac t s  fo re ign  inves tmen t  on  a  huge  sca le .  The

cur ren t  s tock  o f  fo re ign  inves tmen t  amount s  to  nea r ly  US $200

b i l l i on ,  t h ree  t imes  g rea t e r  t han  the  amoun t  i nves t ed  in  Ch ina ,

mak ing  ASEAN the  b igges t  bene f i c i a ry  in  t he  deve lop ing  wor ld . 4

With  the  wor ld  economy deepen ing  in t e rdependence  and

g loba l i za t ion ,  ASEAN has  endeavored  to  s t r eng then  i t s e l f

co l l ec t ive ly ,  ca l l i ng  fo r  ASEAN cen t r a l i sm.  Two  ma jo r  s t r a t eg ie s

have  been  app l i ed  t o  s t r eng then  ASEAN.  The  f i r s t  i s  t o  s t r eng then

ASEAN i t se l f ;  t he  o the r  i s  t o  c rea t e  a  mul t i - l aye red  r e l a t ionsh ip

wi th  coun t r i e s  ou t s ide  ASEAN th rough  d ia logues  wi th  those

approach ing  ASEAN,  a imed  a t  i n t roduc ing  the i r  dynamics .  The

s t r a t egy  i s  a imed  a t  ach iev ing  long- t e rm and  sus t a inab le  economic

                                                                
4 - The European Parliament and the Economic and Social Committee, “ Creating a New Dynamic in EU-
ASEAN Relation,”  3 July 1996, pp. 5 -6.
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growth ,  i nc reas ing  pe r  cap i t a  i ncome ,  fu r the r  s ecu r ing  economic  and

po l i t i ca l  s t ab i l i t y  i n  t he  r eg ion ,  and  s t r eng then ing  ASEAN’s

ba rga in ing  power ,  a s  we l l  a s  i t s  pos i t i on ,  i n  the  in t e rna t iona l  a r ena .

ASEAN has  been  s t r eng then ing  i t s e l f  by  us ing  th ree  approaches .  The

f i r s t  i s  member sh ip  en l a rgemen t .  I n  Ju ly  1995 ,  V ie tnam was

admi t t ed  a s  the  seven th  member  o f  the  Assoc ia t ion .  Laos  and

Myanmar  became  fu l l  members  in  Ju ly  1997 ,  wh i l e  Cambod ia  d id  so

in  December  1998 .

Second ,  ASEAN took  the  in i t i a t ive  in  e s t ab l i sh ing  the  ASEAN

Regiona l  Forum (ARF) .  Th i s  i s  a  secur i ty  fo rum in  which  member

coun t r i e s  d i s cus s  r eg iona l  s ecu r i t y  i s sues  a imed  a t  s ecu r ing  s t ab i l i t y

and  peace  in  Sou theas t  As ia .  The  fo rum has  invo lved  a l l  ma jo r

powers  ou t s ide  the  r eg ion ,  i nc lud ing  the  US,  Ch ina ,  J apan ,  Russ i a

and  the  EU.  Th i s  i s  a imed  a t  p romot ing  po l i t i ca l  awareness  and

unde r s t and ing ,  and  a t  fu r the r  enhanc ing  a  po l i t i ca l ly  f avorab le

env i ronment  fo r  p romot ing  t r ade  and  a t t r ac t ing  fo re ign  inves tmen t

in to  the  reg ion .

ASEAN a l so  took  the  in i t i a t ive  in  open ing  up  bus iness - l ike

d ia logues  w i th  i t s  d i a logue  pa r tne r s .  These  d i a logue  pa r tne r s  a r e

ca tegor ized  in to  th ree  d i f f e ren t  g roups .  The  f i r s t  g roup  i s  known as

“ fu l l -d i a logue  pa r tne r s” ,  and  they  inc lude  the  US ,  Japan ,  Korea ,

Aus t ra l i a ,  New Zea land  and  the  EU.  The  second  g roup  a re  “non-

d ia logue  pa r tne r s , ”  wh ich  inc lude  Russ i a  and  Ch ina .  The  th i rd  g roup

a re  “ sec to ra l -d i a logue  pa r tne r s”  name ly  Ind i a  and  Pak i s t an ,  f o r

d i s cus s ing  l im i t ed  such  i s sues  a s  t r ade ,  i nves tmen t  and  tou r i sm.  Of

the  r e l a t ion  wi th  the  th ree  g roups ,  t he  As ia -Europe  Mee t ing  (ASEM)

has  p l ayed  an  impor t an t  ro l e  in  the  ASEAN economic  deve lopmen t .

The  f i r s t  ASEM Summi t  was  he ld  in  Bangkok  in  March  1996  and  the
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second  took  p lace  in  London  in  Apr i l  1998 .  However ,  Europe  seems

to  l ack  en thus i a sm in  the  p rocess  a t  p re sen t ,  poss ib ly  because  o f  t he

impac t  o f  t he  cu r ren t  f i nanc ia l  c r i s i s  on  the  ASEAN economies .

ASEAN’s  th i rd  app roach  to  s t r eng then ing  i t s e l f  was  the  c r ea t ion  o f

the  ASEAN Free  T rade  Area  (AFTA)  in  1993 ,  wh ich  a ims  a t

p romot ing  economic  coope ra t i on  and  i n t eg ra t i on  among  i t s

members . 5

The  impac t s  o f  t he  cu r r en t  f i nanc ia l  c r i s i s  t oge the r  w i th  t he  r i s e  o f

compl i ca t ed  i s sues  such  a s  d rug - t r a f f i ck ing ,  o rgan ized  c r ime ,  s ea

and  a i r  po l lu t ion  and  o the r  env i ronmen ta l  i s sues ,  have  p re s sed  the

ASEAN member  coun t r i e s  t o  eve r  c lo se r  coope ra t i on  and  economic

in teg ra t ion .  However ,  t he  impac t  o f  the  cu r ren t  c r i s i s  i s  immense

and  long  l a s t ing .  More  than  twen ty  months  s ince  the  onse t  o f  the

c r i s i s ,  t he  image  o f  a  f a s t -g rowing  and  dynamic  Sou theas t  As ia  i s

ve ry  much  in  doub t .  Fu r the rmore ,  t he  fu tu re  o f  con t inuous  g rowth

fo r  ASEAN now seems  to  be  r emote ,  and  the re  has  been  a  l i nge r ing

susp ic ion  tha t  ASEAN can  do  no th ing  r igh t ,  and  tha t  i t  w i l l  t ake

yea r s  t o  f ix  t he  ASEAN economies  and  ove rcome  the  p re sen t  c r i s i s .

The  f rus t r a t ion  and  bewi lde rmen t  ove r  t he  r eve r sa l  i n  t he  r eg ion  has

led  many ,  inc lud ing  some  ASEAN members ,  to  ques t ion   ASEAN’s

v i t a l i t y  and  dynamics .  Pau l  Krugman ,  i n  a  r ecen t  a r t i c l e  “The  Myth

of  As ia ’ s  Mi rac l e” ,  even  dubbed  the  newly  indus t r i a l i zed  economies

in  t he  r eg ion  ‘pape r  t i ge r s ’ .  The  economic  g rowth  o f  t he  r eg ion

remains  a  ma jo r  i s sue  fo r  deba te .

The  f inanc ia l  c r i s i s  has ,  obv ious ly ,  changed  ASEAN’s  image  and

ASEAN i t se l f .   The  susp ic ion  conce rn ing  the  r ea l  economic  g rowth

of  t he  r eg ion ,  and  the  co l l apse  o f  t he  r eg ion ’ s  bank ing  sys t ems ,

                                                                
5 - The issue will further discussed in more details in pages 11-19.
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have  r a i s ed  ques t i ons  abou t  t he  e f f i c i ency  and  good  gove rnance  o f

the  gove rnmen t s  whose  economies  a re  bad ly  e f f ec t ed  by  the  p resen t

c r i s i s .  As  the   P r ime  Min i s t e r  o f  S ingapore ,  Goh  Chok  Tong ,

remarked  a t  the  Hano i  ASEAN Summi t  in  December  1998 :  “  The

even t s  in  the  pas t  yea r  have  t aken  the  sh ine  o f f  ASEAN.  Some o f

ou r  d i a logue  pa r tne r s  a r e  qu ie t l y  ques t ion ing  ASEAN’s  fu tu re .  Some

of  t hem a re  t ak ing  us  l e s s  s e r ious ly  t han  be fo re .  They  be l i eve  tha t

ASEAN has  been  exposed  a s  ine f fec t ive . ” 6

The  f inanc ia l  c r i s i s  has  a l so  c rea t ed  po l i t i ca l  i n s t ab i l i t y  i n  some

ASEAN member  coun t r i e s ,  and  a  hos t i l e  economic  env i ronmen t  t ha t

sca res  and  d r ives  away  fo re ign  inves to r s .  I t  has  a l so  cha l l enged  the

re l evance  and  e f f i c i ency  o f  t he  economic  mode l  t hough t  t o  be

success fu l  a t  one  t ime ,  which  i s  s t i l l  che r i shed  by  mos t  o f  the

count r ies  in  the  reg ion .  For  many  ASEAN members ,  the  fas t  t r ack  to

reg iona l  and  g loba l  economic  l ibe ra l i za t ion  may  need  to  be

rev iewed ,  and  some  p ro tec t ive  measu res  may  have  to  be  adop ted  to

min imize  the  nega t ive  impac t s  o f  the  cu r ren t  c r i s i s .

A S E A N  F r e e  T r a d e  A g r e e m e n t  –  a  v e h i c l e  f o r  e c o n o m i c  c o o p e r a t i o n

and  i n t egra t i on

Economic  deve lopment  i s  one  o f  the  ma in  ob jec t ives  tha t  ASEAN

has  been  pu r su ing  ove r  t he  yea r s .  The  1967  Bangkok  Dec la ra t ion ,  on

the  occas ion  o f  t he  e s t ab l i shmen t  o f  ASEAN,  c l ea r ly  s t a t ed  tha t

economic  deve lopment  was  a  p r io r i ty .  However ,  in  the  f i r s t  two

decades ,  du r ing  t he  1970s  and  1980s ,  e conomic  coope ra t i on  among

the  ASEAN members  was  no t  on  the  top  o f  t he  agenda ,  and  p r io r i t i e s

were  g iven  t o  po l i t i c a l  and  d ip loma t i c  coope ra t i on .  ASEAN was

then  known as  a  d ip loma t i c  r a the r  t han  an  economic  communi ty .

                                                                
6 - Dean Yates , “ ASEAN Must Prove its Mettle, Leaders Say,”  15 December 1998.
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Dur ing  th i s  pe r iod ,  economic  coope ra t ion  among  ASEAN members

on ly  concen t r a t ed  on  co l l ec t ive  nego t i a t i ons  w i th  t he  deve loped

coun t r i e s  on  ce r t a in  commodi t i e s ,  such  a s  t he  nego t i a t i on  on  rubbe r

wi th  Japan ,  soya  bean  and  coconu t  o i l  w i th  the  US ,  a i r  t i cke t ing

wi th  Aus t r a l i a ,  and  so  on .  Some  t r ade  and  economic  ag reemen t s

were  s igned  and  a  f ew  conc re t e  p ro j ec t s  we re  p roposed  among

member  s t a tes ,  bu t  l i t t l e  p rogress  was  made  in  the i r  implementa t ion .

However ,  a t  t he  Four th  Summi t  i n  December  1992  in  S ingapore ,

pa r t i cu la r  a t t en t ion  was  g iven  to  economic  coopera t ion .  At  th i s

summi t ,  bo th  t he  Economic  P romot ion  Agreemen t  and  the  Agreemen t

on  the  Common  Ef fec t ive  P re fe ren t i a l  Ta r i f f s  s cheme  were  s igned .

The  i s sue  o f  economic  coopera t ion  was  fu r the r  emphas ized  a t  t he

ASEAN In fo rma l  Summi t  he ld  in  Kua la  Lumpur  (Malays i a )  14 -16

December  1997 .  I t  was  he re  t ha t  t he  “ASEAN Vis ion  fo r  2020”  was

approved . 7 The  t ex t  s t ipu la tes  c l ea r ly :

-  We commi t  ou r se lves  t o  mov ing  towards  c lo se r  cohes ion  and

economic  in teg ra t ion ,  na r rowing  the  gap  in  the  l eve l  o f

deve lopmen t  among  member  coun t r i e s ,  ensu r ing  tha t  t he

mul t i l a t e r a l  t r ad ing  sys t em rema in ing  f a i r  and  open ,  and

ach i ev ing  g loba l  compe t i t i venes s ;

-  We wi l l  c r ea t e  a  s t ab l e ,  p rospe rous  and  h igh ly  compe t i t i ve

ASEAN economic  reg ion  in  which  the re  i s  a  f ree  f low of  goods ,

se rv ices  and  inves tmen t ,  a  f r ee r  f low o f  cap i t a l ,  equ i t ab le

economic  deve lopmen t  and  r educed  pove r ty  and  soc i a l  e conomic

d i spa r i t i e s ;  and  tha t

-  ASEAN reso lves  to  advance  economic  in t eg ra t ion  and

coopera t ion  by  under t ak ing  the  fo l lowing  s t r a t eg ie s :  fu l ly

                                                                
7 -  “ASEAN Vision 2020,”  Second ASEAN Informal Summit, Kuala Lumpur,  14-15 December 1997.
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imp lemen t  the  AFTA and  acce le ra t e  the  l i be ra l i za t ion  o f  t r ade

and  se rv ices ,  r ea l i ze  the  ASEAN inves tmen t  a rea  by  2010  and

f ree  f low o f  inves tmen t  by  2020 ;  in t ens i fy  and  expand  sub-

reg iona l  coope ra t ion  in  ex i s t ing  and  new sub- reg iona l  g rowth

areas ,  fu r the r  conso l ida te  and  expand  in t r a - reg iona l  l inkages  fo r

mutua l  bene f i t ,  coope ra t e  t o  s t r eng then  the  mu l t i - l a t e r a l  t r ad ing

sys t em and  r e in fo rce  the  ro l e  o f  t he  bus ines s  s ec to r  a s  t he  eng ine

of  growth.

The  e s t ab l i shmen t  o f  ASEAN in  1967  and  the  p l an  fo r  r eg iona l  t r ade

l ibe ra l i za t ion  have  been  seen  a s  veh ic l e s  fo r  r eg iona l  economic

coopera t ion  and  in t eg ra t ion .  The  P re fe ren t i a l  T rad ing  Agreemen t

was  l aunched  in  1977 ,  bu t  on ly  s low progress  has  been  made  in  th i s

a r ea .  The  Agreemen t  on  Common  Ef fec t ive  P re fe ren t i a l  Ta r i f f s  fo r

the  ASEAN Free  T rade  Agreemen t  (CEPT-AFTA)  was  s igned  in  1992

a t  the  Four th  ASEAN Summi t  in  S ingapore .  The  Agreement  se t  the

gu id ing  p r inc ip l e s ,  mechan i sms ,  p roduc t  cove rage  and  t ime tab l e  fo r

the  rea l i za t ion  o f  AFTA,  which  was  i t se l f  r ega rded  as  an  impor tan t

advance  in  the  evo lu t ion  o f  ASEAN.

The  o r ig ina l  ag reemen t s  c r ea t ing  AFTA were  con ta ined  in  t h ree

documents  i s sued  a t  the  Four th  ASEAN Summi t ;  namely ,  the

S ingapo re  Dec l a r a t i on  o f  1992 ,  t he  F ramework  Agreemen t  on

Enhanc ing  ASEAN Economic  Coopera t ion ,  and  the  Agreemen t  on  the

Common  Ef f ec t i ve  P re f e r en t i a l  Ta r i f f s .

The  r easons  fo r  the  e s t ab l i shmen t  o f  AFTA were  to  p romote  ASEAN

compe t i t i venes s ,  t o  fo s t e r  g r ea t e r  e f f i c i ency  a s  an  expo r t -p romot ion

loca t ion ,  and  to  r e spond  to  the  inc reased  r eg iona l i sm in

in t e rna t iona l  t r ade ,  u s ing  the  f r ee  t r ade  ag reemen t  t o  s ecu re

con t inued  marke t  access .  AFTA was  a l so  c rea t ed  to  p romote  the
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expor t - l ed  g rowth  o f  the  member  coun t r i e s  by  c rea t ing  and

expand ing  t r ade ,  wh ich  would  in  tu rn  induce  more  fo re ign  d i rec t

inves tmen t  in to  the  r eg ion .  I f  success fu l ly  implemen ted ,  AFTA

would  g ive  ASEAN compan ies  a  compe t i t i ve  edge ;  t ha t  i s ,  enhanced

produc t iv i ty  and  p roduc t ion  gea red  fo r  loca l  and  wor ld  marke t s .  A

cr i t i ca l  s t ep  in  th i s  d i rec t ion  i s  the  l ibe ra l i za t ion  o f  t r ade  in  the

r eg ion  t h rough  the  e l im ina t i on  o f  i n t r a - r eg iona l  t a r i f f s  and  t he

e l imina t ion  o f  non- t a r i f f  ba r r i e r s .  Th i s  has  the  e f f ec t  o f  mak ing

manufac tu r ing  s ec to r s  more  e f f i c i en t  and  compe t i t i ve ,  t he r eby

c rea t ing  add i t i ona l  i n t r a -ASEAN t r ade .

The  Common Ef fec t ive  P re fe ren t i a l  Ta r i f f  s cheme  (CEFT)  g ives  l i f e

to  AFTA.  I t  i s  a  coopera t ive  a r r angemen t  among  ASEAN member

s t a t e s  t ha t  w i l l  r educe  in t r a - r eg iona l  t a r i f f s  and  r emove  non- t a r i f f

ba r r i e r s  ove r  a  f i f t een -yea r  pe r iod ,  commenc ing  f rom 1 s t  January ,

1993 .  The  goa l  o f  the  scheme i s  to  r educe  t a r i f f s  on  a l l

manufac tu red  goods  to  0 -5% by  the  yea r  2008 .  The  CEPT scheme i s

the  main  ins t rument  fo r  making  ASEAN a  f ree  t rade  a rea .  Th is

means  tha t  ASEAN members  wi l l  have  common e f fec t ive  t a r i f f s

among  themse lves  in  AFTA,  bu t  tha t  the  l eve l  o f  t a r i f f s  wi th  non-

ASEAN coun t r i e s  w i l l  con t inue  to  be  de t e rmined  ind iv idua l ly .

The  c rea t ion  and  deve lopmen t  o f  AFTA a re  no t  des t ined  to  damage

o the r  r eg ions  fo r  the  fo l lowing  r easons :  F i r s t ,  l i ke  NAFTA,  the

economies  o f  AFTA a re  l a rge ly  complemen ta ry  i n  t e rms  o f  r e sou rce

endowment s ,  t r ade  pa t t e rns ,  and  fo re ign  inves tmen t  f l ows .  Second ,

a l l  member  coun t ry  gove rnmen t s  sha re  a  commi tmen t  t o  mu l t i l a t e r a l

e f fo r t s  by  GATT v ia  the  Uruguay  Round  to  ma in ta in  open  wor ld

marke t s .  Th i rd ,  economic  r eg iona l i sm i s  l i ke ly  to  c rea te  and  expand

much  more  t r ade  than  i t  s t ands  to  d ive r t .  And  four th ,  t he re  i s  an

unde ru t i l i zed  and  p romis ing  con f l i c t  r e so lu t ion  fo rma t  ava i l ab l e  fo r
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d i scuss ions  t o  min imize  the  nega t ive  consequences  o f  t r ade

d ive r s ion  and  to  max imize  the  bene f i t s  t o  be  de r ived  f rom t r ade

c rea t ion  and  expans ion .

CEPT-AFTA exc ludes  s e rv i ce s  and  unp roces sed  ag r i cu l tu r a l

p roduc t s .  Some  CEPT p roduc t s  a r e  i n  t he  Tempora ry  Exc lus ion  L i s t ,

wh i l e  o the r s  can  be  pe rmanen t ly  exc luded .  Each  member  coun t ry  has

i t s  own l i s t  o f  CEPT goods ,  and  they  a re  d iv ided  in to  f a s t -  and

normal - t rack  i t em groups  fo r  t a r i f f  r educ t ion .

To  supe rv i se  t he  execu t ion  o f  AFTA,  an  AFTA counc i l  cons i s t i ng  o f

Economic  o r  F inanc ia l  Min i s t e r s  o f  a l l  ASEAN member  coun t r i e s

was  se t  up  in  1992 .  S ince  i t s  e s t ab l i shment ,  t he  AFTA Counc i l  has

g rea t ly  con t r ibu ted  to  the  r ea l i za t ion  o f  AFTA.  The  f i r s t  AFTA

Counc i l  Mee t ing  was  he ld  in  Bangkok  in  Sep tember  1992 ,  a t  wh ich

Min i s t e r s  ag reed  on  t a r i f f  r educ t ion  schedu les  fo r  f i f t een  spec i f i ed

i t ems ,  mos t ly  manufac tu res .  In  Oc tobe r  o f  the  same  yea r  in  Man i l a

(The  Ph i l i pp ines ) ,  t he  Min i s t e r s  made  announcemen t s  on  i t ems

sub jec t  t o  and  exempt  f rom each  coun t ry ’ s  Common Ef fec t ive

Pre fe ren t i a l  Ta r i f f s ,  and  they  a l so  app roved  the  imp lemen ta t i on  o f

CEPT by  Janua ry  1993 .  A t  t he  Counc i l  Mee t ing  in  S ingapore  in

Oc tobe r  1993 ,  t he  Min i s t e r s  ag reed  t ha t  CEPT wou ld  be

imp lemen ted  by  J anua ry  1994  and  t ha t  t he  i t ems  sub j ec t  t o  CEPT

would  inc rease  to  321 .

At  the  27 t h  AFTA Counc i l  Mee t ing  he ld  on  Phuke t  (Tha i l and)  in

Apr i l  1995 ,  ag reemen t  was  r eached  on  the  t a r i f f  r educ t ions  on

u n p r o c e s s e d  a g r i c u l t u r a l  p r o d u c t s  ( a  t o t a l  o f  1 , 7 2 1  i t e m s ,  o r  6 8 %  o f

2 ,528  i t ems  sub jec t  t o  t a r i f f s )  s t a r t i ng  f rom Janua ry  1996 .  ASEAN

Economic  Min i s t e r s  i n  Apr i l  1995  a l so  ag reed :
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-  To t r ans fe r  i t ems  on  the  Tempora ry  Exc lus ion  L i s t  o f  t he  CEPT

scheme to  the  Inc lus ion  L i s t  wi th in  f ive  yea r s ,  wi th  20% of  the

i t ems  t r ans fe r r ed  each  yea r ,  beg inn ing  f rom 1 s t  J anua ry  1995 ;

-  To  inc lude  the  unp roces sed  ag r i cu l tu ra l  p roduc t s  i n  CEPT;

-  To es t ab l i sh  an  AFTA un i t  w i th in  the  ASEAN Sec re t a r i a t  t o  so lve

t r ade  d i spu tes  among  member  coun t r i e s ;  and

-  To es t ab l i sh  a  f r amework  o f  ag reemen t  on  coopera t ion  in  the

f i e ld s  o f  s e rv i ces ,  i n t e l l ec tua l  p rope r ty  and  in f r a s t ruc tu re

deve lopmen t  ( e spec i a l l y  u t i l i t i e s  and  ene rgy ) .

Member  coun t r i e s  we re  a l so  commi t t ed  t o  r emov ing  qua l i t a t i ve

re s t r i c t i ons  and  o the r  non- t a r i f f  ba r r i e r s  t o  such  t r ade .  In  f ac t ,  by

the  yea r  2000 ,  mos t  o f  the  p roduc t s  t r aded  wi th in  ASEAN wi l l  be

rece iv ing  fu l l  AFTA t rea tmen t .  Th i s  scheme  no t  on ly  c rea te s  a  f r ee

t r ade  a r ea  among  Sou theas t  As i an  coun t r i e s ,  bu t  a l so  b inds  t he i r

economies  c lose r  t oge the r .

In  1996 ,  t he  ASEAN Economic  Min i s t e r s  dec ided  to  e s t ab l i sh  a

d i spu te - se t t l emen t  mechan i sm tha t  wou ld  cove r  t he  d i sag reemen t s

on  AFTA and  o the r  ASEAN economic  i s sues .  Th i s  i s  an  impor tan t

s t ep  toward  a  more  ru le s -based  r eg ime .  At  the  ASEAN F inance

Min i s t e r s  Confe rence  he ld  in  Ch ieng  Mai  (Tha i l and )  i n  Sep tember

1 9 9 7 ,  t h e  M i n i s t e r s  a g r e e d  o n  t h e  e a r l y  c o m p l e t i o n  o f  C E P T

implemen ta t ion  and  the  advancemen t  o f  t he  in i t i a l  s chedu le  o f  t r ade

l ibe ra l i za t ion  in  the  r eg ion  by  2003  ins t ead  o f  2008 ,  f ive  yea r s

ahead  o f  s chedu le .  Fu r the rmore ,   e a r ly  i n  Oc tobe r  1998 ,  a t  a  two-

day  mee t ing  in  the  Ph i l ipp ines ,  t hey  a l so  ag reed  to  r emove  a l l

t a r i f f s  by  the  yea r  2003  ( the  o ld  commi tmen t  invo lved  r educ ing

ta r i f f s  t o  be tween  0%-5%) .
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The  AFTA Counc i l  r e a f f i rmed  tha t  a cce l e r a t i ng  economic

in teg ra t ion  and  inc reas ing  t r ade  can  he lp  comba t  the  cu r ren t

f i nanc i a l  c r i s i s .  I t  a l so  emphas i zed  t ha t  t he  r ap id  imp lemen ta t i on  o f

AFTA wi l l  a t t r ac t  more  fo re ign  d i rec t  inves tmen t  in to  the  r eg ion .

Othe r  dec i s ions  made  by  the  Min i s t e r s  unde r  AFTA inc lude :

-  Iden t i fy ing  t he  p roduc t s  t ha t  we re  p r ev ious ly  o r  t empora r i l y

exc luded  fo r  t a r i f f  r educ t ion ,  and  the  p roduc t s  p rev ious ly  o r

pe rmanen t ly  exc luded  fo r  t a r i f f  r educ t ion  in  1999 ;

-  Iden t i fy ing  sens i t i ve  and  h igh ly  sens i t i ve  unprocessed

agr i cu l tu ra l  p roduc t s  fo r  acce l e ra t ed  t a r i f f  r educ t ion .

At  t he  ASEAN Summi t  he ld  i n  Hano i  on  15 -16  December  1998 ,  t he

ASEAN leade r s  ag reed  tha t  the  more  deve loped  members ’  economies

( i . e . ,  Brune i ,  Malays ia ,  Indones ia ,  S ingapore  and  Tha i l and)  wi l l  cu t

t a r i f f s  f rom 0–5% by  the  yea r  2002  in s t ead  o f  2003  a s  o r ig ina l ly

p l anned .  They  adop ted  “The  Hano i  P l an  o f  Ac t ion  and  The  Hano i

Dec la ra t i on”  a imed  a t  fu r the r  p romot ing  r eg iona l  coope ra t ion  and

economic  in teg ra t ion  over  a  longer  t ime  f rame ,  f rom 1999  to  2004 .

They  a l so  cha r t e red   “bo ld  measures”  to  comba t  the  cu r ren t

f i nanc i a l  c r i s i s . 8

I t  i s  e s t ima ted  tha t  w i th  t he  new commi tmen t s ,  some  85 .2% o f

ASEAN t r aded  goods  wi l l  have  t a r i f f s  be tween  0–5%.  In  1998 ,  t he

average  t a r i f f  r a t e  fo r  t r aded  commodi t i e s  in  the  reg ion  was  a t  abou t

5 .3%,  bu t  by  the  yea r  2003  i t  w i l l  be  r educed  to  2 .68%.

In  summary ,  AFTA has  been  used  as  a  means  fo r  ASEAN economic

coope ra t i on  and  in t eg ra t i on .  I t  ha s  encouraged  dynamic  exchanges

wi th in  the  ASEAN member  coun t r i e s ,  and  has  s t r eng thened  ASEAN

                                                                
8 -  Andy Soloman, “ ASEAN Nations Seek ‘ Bold Measures’ amid Crisis, ” Reuters, 12 December 1998.
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i n f l uence  by  p romot ing  economic  coope ra t i on  and  i n t eg ra t i on  among

member  s ta tes .  As  AFTA a ims  fo r  the  f ree  exchange  o f  goods  in  the

reg ion ,  wh ich  wou ld  improve  marke t  in t eg ra t ion ,  ASEAN coun t r i e s

wi l l  be  more  a t t r ac t ive  to  in t e rna t iona l  t r ade  and  inves tmen t .  To  th i s

end ,  AFTA shou ld  be  more  g loba l ly  o r i en ted  and  s t r ive  to  mee t  the

ru les  and  regu la t ions  o f  the  WTO.  To  be  more  v iab le ,  AFTA shou ld

go  beyond  t r ade  l ibe ra l i za t ion  measures .  Fur the rmore ,  ASEAN

shou ld  ma tch  o the r  in t e rna t iona l  o rgan iza t ions  in  l i f t i ng  non- t a r i f f

ba r r i e r s  t o  fo re ign  inves tmen t ,  p romot ing  indus t r i a l  coope ra t ion ,

ha rmon iza t ion  o f  s t anda rds ,  mac roeconomic  consu l t a t i on ,  and

app l i ca t ion  o f  the  ru le s  o f  f a i r  compe t i t ion .

AFTA,  however ,  i s  more  o f  an  inves tmen t  ag reemen t  than  a  t r ade

ag reemen t ,  a s  t he  i n t r a r eg iona l  t r ade  f l ows  cons t i t u t e  on ly  a  sma l l

percen tage  o f  overa l l  ASEAN t rade .  Th is  i s  much  less  than  in  the

EU or  NAFTA.  The  Accord  was  no t  so  much  c rea ted  to  expand

in t r a r eg iona l  t r ade  f l ows ,  bu t  t o  p rov ide  a  more  a t t r ac t i ve

env i ronmen t  i n  wh ich  mul t ina t iona l s  cou ld  bene f i t  f rom a  ve r t i ca l

d iv i s ion  o f  l abor ,  w i th  min ima l  po l i cy -c rea ted  t r ansac t ion  cos t s .

The  g loba l  t r end  towards  t r ade  and  inves tmen t  l i be ra l i za t ion  has

s t rong ly  in f luenced  AFTA t rade  l ibe ra l i za t ion .  Fur the r ,  t he re  have

been  unfavorab le  r e su l t s  f rom in t r a -ASEAN t rade  l ibe ra l i za t ion ,  and

the  ASEAN coun t r i e s  need ,  t he re fo re ,  t o  ad jus t ,  mod i fy  and  amend

the  cu r ren t  AFTA Agreement  in  a  f l ex ib le  manner .

The  cu r r en t  p roces s  o f  r eg iona l  economic  i n t eg ra t i on  r equ i r e s  a

c l ea r  i den t i f i ca t ion  o f  the  conc re t e  goa l s  and  moda l i t i e s  o f  t he

in i t i a l  AFTA.  Fu r the rmore ,  t he  en l a rgemen t  o f  t he  AFTA

member sh ip  r equ i r e s  t he  c r ea t i on  o f  ce r t a in  c r i t e r i a  and

mechan i sms ,  such  a s  a  two- t r ack  sys t em o r  symmet r i c  t r ea tmen t  fo r
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t r ade  p re fe rences .  To  b r ing  abou t  t he  dynamic  changes  in  ASEAN

economic  goa l s  and  moda l i t i e s ,  ASEAN member  s t a t e s  shou ld

ove rcome  some  soc i a l  and  po l i t i c a l  d i f f e r ences ,  r e conc i l e  t he i r

conf l i c t ing  na t iona l  i n t e re s t s  and  work  toge the r  c rea t ive ly ,  t o  adap t

to  the  f a s t - chang ing  wor ld .

Beyond  AFTA,  a  common marke t  i n i t i a t ive  p roposed  by  the  ASEAN

leade r s  w i l l  be  imp lemen ted  by  t he  yea r  2000 ,  and  comple t ed  by

2010 .  A  common marke t  i s  d i f f e ren t  f rom a  f r ee  t r ade  a rea .  I t  w i l l

no t  on ly  f ac i l i t a t e  the  f r ee  f low o f  goods ,  bu t  a l so  o f  cap i t a l ,  l abor ,

and  se rv ices .  I f  imp lemen ted ,  t he re  wi l l  be  a  se r ious  need  fo r  a l l

ASEAN members  to  coopera t e  in  deve lop ing  ce r t a in  mechan i sms ,  a s

we l l  a s  ins t i tu t ions ,  wi th in  the  ASEAN f ramework ,  to  enab le  i t  t o

func t ion  smoo th ly  and  e f f ec t ive ly .  I t  wou ld  a l so  be  o f  g rea t  bene f i t

fo r  a l l  member  coun t r i e s  t o  cons ide r  t he i r  economic  po l i c i e s  and

marke t  i n t eg ra t i on  a s  pa r t  and  pa rce l  o f  t he i r  own  economic

deve lopmen t  s t r a t eg i e s .
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VIETNAM AND AFTA

Afte r  t he  co l l apse  o f  t he  fo rmer  Sov ie t  Un ion  in  1989 ,  t he  l i f t i ng  o f

the  Amer ican  embargo  aga ins t  V ie tnam in  Februa ry  1994  and  the

normal i za t ion  o f  the  d ip lomat i c  r e l a t ions  be tween  the  US  and

Vie tnam in  Ju ly  1995 ,  V ie tnam has  moved  g radua l ly  towards  t r ade

and  inves tmen t  l i be ra l i za t ion ,  i n  l i ne  wi th  r eg iona l  and  g loba l

economic  in teg ra t ion .  As  pa r t  o f  i t s  economic  in teg ra t ion  in to  the

wor ld  economy,  Vie tnam became  a  fu l l  member  o f  ASEAN in  Ju ly

1995 ,   an  APEC member  in  November  1998 ,  and  i t  i s  a t  p resen t

under  nego t i a t ions  wi th  the  WTO fo r  membersh ip .  As  a  member  o f

ASEAN,  Vie tnam s igned  the  P ro toco l  fo r  t he  Acces s ion  to  AFTA,  a

reg iona l  t r ade  a r rangement  among  the  ASEAN member  s t a t e s .  Under

the  t e rms  and  cond i t ions  o f  i t s  access ion  to  AFTA,  Vie tnam i s

commi t t ed  t o :

-  Extend ,  on  a  r ec ip roca l  bas i s ,  t he  Mos t  Favored  Na t ion  S ta tus

(MFN)  and  Na t iona l  T rea tmen t  to  the  ASEAN member  s t a t e s ;

-  Prov ide  r e l evan t  i n fo rma t ion  on  i t s  t r ade  r eg ime  a s  and  when

r e q u e s t e d ;

-  Prepa re  a  l i s t  fo r  t a r i f f  r educ t ion  and  beg in  t a r i f f  r educ t ion

e f fec t ive  f rom 1s t  J a n u a r y  1 9 9 6  a n d  e n d i n g  a t  0 - 5 %  t a r i f f  r a t e  o n

1 s t  January  2006;

-  Phase  in  p roduc t s  wh ich  a re  t empora r i ly  exc luded  in  f ive  equa l

i n s t a l l m e n t s  b e g i n n i n g  f r o m  1s t  J a n u a r y  1 9 9 9  a n d  e n d i n g  b y  1s t

Janua ry  2003  ,  and   p r epa re  a  l i s t  o f  t he se  p roduc t s  fo r  t he  annua l

ins t a l lmen t ;  and

-  Phase  i n  ag r i cu l tu ra l  p roduc t s ,  wh ich  a r e  t empora r i l y  exc luded

beg inn ing  1 s t  J anua ry  2000  and  end ing  1 s t  J anuary  2006 ,  and

prepa re  a  l i s t  o f  t hose  p roduc t s  fo r  t he i r  annua l  i n s t a l lmen t . 9

                                                                
9 - “ Vietnam- ASEAN Trade Relation,” Vietnam Economic News, 26 October 1998.
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O n  1s t  J a n u a r y 1996 ,  Vie tnam implemented  i t s  f i r s t  package  fo r  the

CEPT scheme ,  wh ich  was  enac t ed  by  Gove rnmen t  Dec ree  No .  91  on

18  December  1995 .  In  th i s  f i r s t  package ,  V ie tnam has  inc luded  875

ta r i f f  l i nes  in  the  Inc lus ion  L i s t .  Of  these ,  548  have  ze ro  t a r i f f s ,

whi le  the  remain ing  327  a re  in  the  1 -5% ta r i f f  r ange .  Th i s  means

tha t  ou t  o f  a  to t a l  o f  2 ,218  t a r i f f  l i nes  used  by  Vie tnam,  abou t  39%

are  in  the  Inc lus ion  L i s t ,  w i th  a lmos t  a  qua r t e r  o f  t he  t a r i f f  l i nes

ca r ry ing  ze ro  t a r i f f s .  Of  t he  r ema in ing  t a r i f f  l i ne s ,  1 ,189  i t ems ,  o r

54%,  have  been  p l aced  unde r  t he  Tempora ry  Exc lus ion  L i s t  c a t ego ry

(TEL) .  Beg inn ing  in  J anua ry  1999 ,  t he  TEL p roduc t s  w i l l  be  phased

in to  t he  CEPT scheme  in  f i ve  annua l  i n s t a l lmen t s ,  end ing  in  J anua ry

2003 .  Th i s  imp l i e s  t ha t  by  the  yea r  2003 ,  when  a l l  p roduc t s  i n

Vie tnam’s  TEL mus t  have  been  phased  in to  the  Inc lus ion  L i s t ,  a t

l eas t  92% of  i t s  t a r i f f  l i nes  wi l l  be  in  the  CEPT scheme .  Vie tnam’s

Sens i t ive  L i s t  cove r s  26  t a r i f f  l i nes ;  t hese  a re  ma in ly  unprocessed

agr i cu l tu ra l  p roduc t s  t ha t  w i l l  a l so  be  phased  in  f rom the  beg inn ing

o f  J anua ry  2001  and  end ing  by  J anua ry  2010 ,  s imi l a r  t o  o the r

ASEAN member  coun t r i e s . 10

In  a  ve ry  sho r t  span  o f  t ime ,  t he  Governmen t  o f  V ie tnam has  l a id  a

so l id  founda t ion  upon  which  to  bu i ld  a  new fo re ign  t r ade  sys t em.

Th i s  i nc ludes  an  inc reas ing  number  o f  t r ad ing  compan ie s ,  adap t ing

the  bank ing  sys t em to  fo re ign  t r ade ,  c r ea t ing  a  l i be ra l  fo re ign

inves tmen t  l aw,  and  ins t i tu t ing  an  impor t  t a r i f f  s t ruc tu re .  Moreover ,

Vie tnam has  been  success fu l  in  l ibe ra l i z ing  i t s  fo re ign  exchange

reg ime ,  one  o f  t he  mos t  d i f f i cu l t  componen t s  o f  i t s  t r ade  r e fo rm.  In

rea l i t y ,  V ie tnam’s  economy i s  a l r eady  in t eg ra t ed  wi th  t he  g loba l

economy and  i s  l i ke ly  to  become  more  so ,  i f  p ro jec t ions  fo r  r ap id

growth  in  bo th  expor t s  and  impor t s  a re  r ea l i zed .

                                                                
10 - “ Vietnam-ASEAN Trade Relation,” Vietnam Economic News, 16 October 1998.
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Vie tnam’s  acces s ion  to  AFTA and  the  va r ious  economic  ag reemen t s

wi th in  t he  f r amework  o f  ASEAN have  demons t r a t ed  V ie tnam’s

commi tmen t  t o  economic  coope ra t ion  and  in t eg ra t ion  in  the  r eg ion ,

in  pa r t i cu la r ,  and  the  wor ld  a s  a  who le ,  a s  we l l  a s  i t s  commi tmen t  to

the  open ing  up  o f  i t s  economy and  t r ade  l i be ra l i za t ion .  V ie tnam’s

cur ren t  r e fo rm has  t e s t i f i ed  wi th  impress ive  successes  to  the

v igo rous  d r ive  and  s t rong  de t e rmina t i on  t oward  r e fo rming  i t s

economy.

Vie tnam’s  p re sen t  e conomic  s i t ua t i on

I t  i s  wor th  r ev i ewing  the  economic  s i t ua t ion  o f  V ie tnam by

h igh l igh t ing  some  o f  the  ma jo r  economic  ach ievemen t s ,  a s  we l l  a s

the  r ema in ing  weaknesses ,  ove r  t he  pe r iod  f rom 1990  to  1998 .

Vie tnam’s  economy has  been  in  t r ans i t i on  f rom a   cen t r a l ly  p l anned

e c o n o m y  t o  a  s o c i a l i s t  m a r k e t  e c o n o m y ,  b a s e d  p r i m a r i l y  o n

agr i cu l tu re .  The  r enova t ion  p rocess  known as  Do i  Moi  has  paved  the

way  fo r  Vie tnam’s  economic  deve lopment .  Th i s  r e fo rm inc ludes

p lans  d i r ec t ed  a t  deve lop ing  a  mu l t i s ec to red  marke t  economy in

which  the  s t a t e  and  co l l ec t ive  sec to r s  p l ay  a  dominan t  ro l e ,

r e fo rming  the  l ega l ,  f i s ca l  and  mone ta ry  sys t ems ,  con t ro l l i ng

in f l a t i on  and  the  na t iona l  budge t ,  and  c r ea t ing  an  env i ronmen t

conduc ive  t o  a t t r ac t i ng  i nves tmen t s ,  e spec i a l l y  fo r e ign  d i r ec t

inves tmen t .  The  r e fo rms ,  wh ich  a re  s t i l l  on -go ing ,  have  p roved  to  be

an  encourag ing  succes s .

V ie tnam’s  economic  pe r fo rmance  f rom 1991-1998  has  gene ra l ly

been  marked  by  rap id  ove ra l l  g rowth ,  a  g rowing  sha re  o f  s t a t e
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ou tpu t ,  a  g rowing  inves tmen t  r a t io ,  a  g rowing  t r ade  de f i c i t ,  and

fa l l ing  in f la t ion . 11

From 1991-1997 ,  t he  annua l  g rowth  r a t e  o f  GDP ave raged  be tween  7

and  8%.  Under  the  impac t  o f  t he  cu r ren t  f inanc ia l  c r i s i s ,  V ie tnam’s

economic  g rowth  r a t e  i n  1998  s lowed  to  5 .8%,  wh i l e  some  o the r

ASEAN members  r epo r t ed ly  r eco rded  sub -ze ro  g rowth  r a t e s .  The re

i s ,  however ,  a  s t rong  po ten t i a l  fo r  g rowth  and  fo re ign  inves tmen t  in

Vie tnam,  a l t hough  pe r  cap i t a  i ncome  i s  s t i l l  ve ry  low compared  wi th

tha t  o f  o the r  coun t r i e s  i n  t he  r eg ion  ( abou t  US  $300) .

There  has  a l so  been  a  ve ry  r ap id  bu i ld -up  in  approved  fo re ign  d i r ec t

inves tmen t  in  Vie tnam,  f rom US $2 .3  b i l l i on  by  the  end  o f  1991 ,  to

over  US $27  b i l l ion  in  the  mids t  o f  1997  be fo re  the  onse t  o f  the

c r i s i s .  As  o f  December  1998 ,  t he  to t a l  fo re ign  inves tmen t  in

Vie tnam was  approx ima te ly  US  $33  b i l l i on ,  w i th  more  than  1 ,778

pro jec t s . 12

Indus t r i a l i za t i on  and  modern i za t ion  o f  V ie tnam’s  economy i s  a

pa ramoun t  goa l  pu r sued  by  the  gove rnmen t .  I ndus t ry  i s  a  c ruc i a l

sec to r  tha t  has  nea r ly  doub led  i t s  ou tpu t  f rom 1991-1997 ,  wh i l e

recen t  g rowth  ra tes  have  been  in  the  10-15% a  yea r  r ange .  B i l l ions

of  do l l a r s  have  been  inves ted  in  indus t r i a l  fo re ign  d i rec t

inves tmen t ,  and  manufac tu red  expor t s  have  g rown  r ap id ly ,  a lbe i t

f rom low bases .  I n  an  unusua l  deve lopmen t  t ha t  i s  cons i s t en t  w i th

the  goa l  o f  the  government ,  mos t  o f  the  g rowth  in  indus t ry  came

f rom the  s t a t e  sec to r .  Growth  in  indus t r i a l  ou tpu t  has  exceeded  10%

per  yea r  s i nce  1991 .  Indus t ry  and  cons t ruc t i on  t oge the r  cons t i t u t ed

                                                                
11 - David O. Dapice, “Challenges to Vietnam’s Economy: Sustaining Growth in a Difficult Period,”  3
October 1997,  pp. 2.
12 -  Vietnam Investment Review, December 15,1998 and David O. Dapice, “ Challenges to Vietnam’s
Economy: Sustaining Growth in a Difficult Period,”  3 October 1997.



24

30% in  1995 ,  compared  wi th  23% in  1990 .  S imi l a r ly ,  t he  se rv ice

sec to r  has  g rown to  43%,  compared  wi th  39% in  1990 .  Al l  o f  th i s

ind i ca t e s  t ha t  V ie tnam’s  economic  s t ruc tu re  has  been  sh i f t i ng

rap id ly  f rom ag r i cu l tu re  t owards  indus t ry  and  se rv i ces .

Vie tnam has  a l so  been  success fu l  in  con t ro l l ing  in f l a t ion ,  which  has

fa l l en  f rom th ree  d ig i t s  du r ing  1980s ,  p r io r  to  the  Doi  Moi ,  t o  5 .2%

in  1993 ,  14 .4% in  1994 ,  12 .7% in  1995  and  9 .2% in  1998 .

Equa l ly  impress ive  i s  the  g rowth  in  Vie tnam’s  in t e rna t iona l  t r ade .

The  g rowth  o f  bo th  expor t s  and  impor t s  has  been  much  f a s t e r  t han

ove ra l l  ou tpu t  g rowth  s ince  1991 ,  a  deve lopmen t  cons i s t en t  w i th  an

expor t - l ed  s t r a t egy . 13

In  1995 ,  expor t s  o f  goods  and  se rv ices  accoun ted  fo r  36% of  GDP,

whi l e  impor t s  were  47%.  In  1997 ,  expor t s  accoun ted  fo r  42% of

GDP,  wh i l e  impor t s  accoun ted  fo r  48%.  These  t r ade  r a t io s  a re  h igh

for  a  medium-s ized  coun t ry  wi th  low income l ike  Vie tnam.  Expor t s

in  1998  to t a l ed  US  $9 .4  b i l l i on ,  compared  wi th  $4 .05  b i l l i on  in  1994

and  $2 .4  b i l l i on  in  1990 .  Over  the  same  pe r iod ,  t o t a l  impor t s  more

than  doub led ,  f rom $2 .75  b i l l i on  to  $5 .83  b i l l i on  and  to  $11  b i l l i on ,

in  1990 ,  1994  and  1998  r e spec t ive ly .  Th i s  g rowth  o f  impor t s  i s

fue led  by  the  demand  fo r  cap i t a l  goods ,  fo l lowing  the  l a rge  in f low

of  fo re ign  d i rec t  inves tmen t . 14

Vie tnam’s  ma in  expor t s  a r e  c rude  o i l ,  t ex t i l e s  and  ga rmen t s ,  r i c e ,

co f f ee ,  r ubbe r ,  coa l ,  aquacu l tu r e  and  p roces sed - fo re s t  p roduc t s .

V ie tnam’s  ma in  impor t s  a r e  pe t ro l eum p roduc t s ,  s t ee l ,  f e r t i l i z e r ,

                                                                
13 -  David O. Dapice, “ Challenges to Vietnam’s Economy: Sustaining Growth in a Difficult Period”, 3
October 1997.
14 -  Vietnam Investment Review, Dec.15,1998 and Vietnam Economic Times , No. 1,  2 January 1999  and
No.5,  8 December 1998.
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e l ec t ron ic s ,  mach ine ry  and  equ ipmen t .  I t s  ma in  t r ad ing  pa r tne r s  a r e

Japan ,  S ingapore ,  Ta iwan ,  Sou th  Korea ,  and  the  European  Un ion .

As ian  economies  accoun t  fo r  80% of  Vie tnam’s  to t a l  t r ade .  P r io r  t o

1990 ,  V ie tnam’s  ma in  t r ad ing  pa r tne r s  we re  t he  soc i a l i s t  coun t r i e s ;

ma in ly  the  fo rmer  USSR.  However ,  a s  V ie tnam con t inues  to  expand

i t s  ma rke t  ab road ,  p romote  expo r t  i ndus t r i e s  and  pu t  emphas i s  on

the  impor t  subs t i t u t i on  o f  manufac tu red  goods ,  t he  compos i t i on  o f

i t s  t r ade ,  i n  t e rms  o f  t r ad ing  pa r tne r s  and  type  o f  p roduc t s ,  i s  l i ke ly

to  change  even  more .

Bes ides  some  ma jo r  ach ievemen t s ,  many  weaknesses  in  Vie tnam’s

economic  deve lopmen t  r ema in .  Ove ra l l ,  t h e  economic   s t r uc tu r e  o f

Vie tnam remains  unba lanced .  V ie tnam’s  economy i s  gene ra l ly

cha rac t e r i zed  by  low p roduc t iv i t y ,  poo r  e f f i c i ency  and  managemen t .

Fur the rmore ,  t he  compe t i t iveness  o f  mos t  o f  i t s  commodi t i e s  i s  no

match  fo r  t hose  o f  some  ASEAN member  coun t r i e s .

Vie tnam and  ASEAN economic  r e la t i ons

Vie tnam and  the  ASEAN member  coun t r i e s  have  many  th ings  in

common  rega rd ing  h i s to ry ,  cu l tu re ,  soc i e ty  and  economies .  Whi l e

the i r  t r ad i t iona l  r e l a t ions  have  long  been  es t ab l i shed ,  t r ade  and

economic  r e l a t i ons  have  on ly  deve loped  r ap id ly  s i nce  1986 ,  when

Vie tnam swi t ched  t o  a  ma rke t  e conomy  and  app l i ed  t he  Do i  Mo i

pol icy .

S ince  1995 ,  economic  r e l a t i ons  w i th  t he  ASEAN member  coun t r i e s

have  expanded  to  many  a reas ,  i nc lud ing  t r ade  and  inves tmen t .  The

t r ade  exchange  va lue  be tween  Vie tnam and  ASEAN coun t r i e s  f rom

1995-1998  accoun ted  fo r  25% o f  t o t a l  expor t  t u rnove r ,  wh i l e

impor t s  f rom the  r eg ion  made  up  55% of  to t a l  impor t  t u rnover .
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Vie tnam’s  expor t  t u rnove r  to  ASEAN in  1997  a lone  accoun ted  fo r

US $2  b i l l ion ,  and  impor t  tu rnover  g rossed  more  than  US $3  b i l l ion ,

accoun t ing  fo r  a lmos t  25% of  t o t a l  impor t - expor t  t u rnove r .

V ie tnam’s  b igges t  t r ad ing  pa r tne r  i s  S ingapore ,  wh ich  has  r ep l aced

the  fo rmer  USSR.  In  r ecen t  yea r s ,  S ingapore  has  o f t en  accoun ted  fo r

60% of  V ie tnam’s  ove ra l l  t r ade  tu rnove r  w i th  ASEAN.  Trade

tu rnove r  be tween  Vie tnam and  S ingapore  inc reased  f rom US $300

mi l l ion  in  1989  to  US $800  mi l l ion  in  1991  and  US $2  b i l l ion  in

1995 .  Expor t s  f rom Vie tnam to  S ingapore  a l so  rose  rap id ly ,  f rom US

$62 .5  mi l l ion  in  1989  to  $103  mi l l ion ,  $496 .5  mi l l ion ,  $600  mi l l ion ,

$678  mi l l i on  and  ove r  $1  b i l l i on  in  1990 ,  1992 ,  1994 ,  1995  and

1997  re spec t ive ly .  The  Ph i l ipp ines  r anked  a s  Vie tnam’s  second

la rges t  t r ad ing  pa r tne r  i n  1991 ,  bu t  was  ove r t aken  by  Malays i a  t he

fo l lowing  yea r .  I n  1997 ,  Tha i l and  jumped  in to  s econd  pos i t i on ,  w i th

to t a l  b i l a t e r a l  t r ade  tu rnove r  amoun t ing  to  US  $792  mi l l i on .

Vie tnam’s  expor t s  t o  ASEAN marke t s  ma in ly  inc lude  ag r i cu l tu ra l

i t ems ;  r aw ma te r i a l s  such  a s  c rude  o i l ;  r i ce ;  ca shew nu t s ;  rubbe r ;

vege tab le  and  f ru i t ;  co f fee ;  s ea food ;  t ex t i l e s ;  and  ga rmen t s .  Expor t s

o f  t hese  i t ems  in  1996  were  wor th  US  $1 .5  b i l l i on ,  abou t  66% o f

to t a l  expor t  t u rnove r .  Impor t s  f rom ASEAN marke t s  ma in ly  cons i s t

o f  p roduc t ion  ma te r i a l s ;  i ndus t r i a l  i t ems  such  a s  f e r t i l i ze r ;  s t ee l  and

i ron ;  cemen t  and  pe t ro l eum,  wor th  US  $1  b i l l i on  in  1996 ,

accoun t ing  fo r  38% of  to t a l  impor t  t u rnove r . 15

Unt i l  mid-1997 ,  ASEAN inves tment  in  Vie tnam had  inc reased

immense ly .  As  o f  December  1998 ,  f i ve  o f  t he  s ix  ASEAN or ig ina l

members  i nves t ed  ove r  US  $3  b i l l i on ,  w i th  a  t o t a l  o f  379  p ro j ec t s .

Accord ing  to  t he  Vie tnam Min i s t ry  o f  P l ann ing  and  Inves tmen t ,  t he

                                                                
15 - “Vietnam – ASEAN Trade Relation,”  Vietnam Economic News,  16 October 1998.
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pro j ec t s  we re  cap i t a l i z ed  a t  ove r  US  $9 .5  b i l l i on ,  one - f i f t h  o f  a l l

fo re ign  d i rec t  inves tmen t  p ro jec t s  in  Vie tnam,  wi th  30% of  the

presc r ibed  cap i t a l .

The  top  inves to r  among  the  ASEAN members  in  Vie tnam i s  aga in

S i n g a p o r e ,  w i t h  2 0 8  p r o j e c t s  a n d  c a p i t a l  o f  U S  $ 1 . 3 4 1  b i l l i o n

a l ready  inves ted .  Malays ia  r anks  second  wi th  62  p ro jec t s  and  US

$1 .050  b i l l i on  inves t ed ;  Tha i l and ,  t he  th i rd ,  w i th  77  p ro jec t s  and  US

$437  mi l l i on ,  and  Indones i a  w i th  13  p ro j ec t s  and  US  $95  mi l l i on . 16

The  inves tment  by  the  ASEAN coun t r i e s  in  Vie tnam i s  ac tua l ly  no t

re l a t ive  to  the i r  po ten t i a l s  and  capac i t i e s .  Apar t  f rom a  f ew majo r

p ro jec t s  tha t  S ingapore  and  Malays ia  have  inves ted  in ,  mos t  o f  the

pro jec t s  inves ted  in  by  ASEAN member  coun t r i e s  a re  e i the r  smal l -

o r  med ium-s i zed  jo in t  ven tu re s .  They  a re  concen t r a t ed  in  ma jo r

c i t i e s  and  towns ,  where  good  fac i l i t i e s  a re  a l r eady  in  p l ace .  Mos t  o f

the  inves tment  i s  in  l igh t  indus t r i e s  and  se rv ices  such  as  ho te l ,

tour i sm and  food  p rocess ing .  The  fac t  i s  tha t  the  ASEAN’s  dynamic

i s  no t  in  h igh- t ech  indus t r i e s ,  and  they  a re  a l so  bad ly  in  need  o f

fo re ign  cap i t a l  t o  r ev i t a l i z e  and  deve lop  t he i r  e conomies .

S ince  1997 ,  the  inves tmen t  by  the  ASEAN coun t r i e s  has  s lumped ,

pa r t ly  due  to  the  impac t  o f  t he  cu r ren t  f i nanc ia l  c r i s i s .  Fu r the rmore ,

the  r a t io  o f  tu rnover  to  inves t ed  cap i t a l  by  ASEAN member

coun t r i e s  r ema ins  ve ry  low,  abou t  70 -83% fo r  a l l  p ro jec t s

th roughou t  Vie tnam.  As  a  r e su l t ,  t he  implemen ta t ion  o f  many

a l r eady  l i c ensed  p ro j ec t s  ha s  been  de l ayed  o r  c ance l l ed ,  because  o f

cap i t a l  sho r t age .  In  1998 ,  ASEAN inves to r s  i n j ec t ed  on ly  US  $200

mi l l ion  in to  the i r  p ro jec t s  in  Vie tnam,  and  un less  improvement  i s

                                                                
16 - “ ASEAN Investment not yet up to Financial Capabilities,” Vietnam Investment Review, 15 December
1998.
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made ,  many  p ro j ec t s  t ha t  ASEAN member  coun t r i e s  have  a l r eady

inves ted  in  wi l l  run  in to  d i f f i cu l t i e s . 17

O p p o r t u n i t i e s  a n d  c h a l l e n g e s  f a c i n g  V i e t n a m

Vie tnam’s  r eg iona l  and  g loba l  economic  in t eg ra t ion  cons t i t u t e s  t he

cen te rp i ece  o f  i t s  t r ade  and  inves tmen t  po l i c i e s  i n  t he  second  ha l f  o f

the  1990s ,  and  i t  w i l l  r ema in  so  a s  the  21 s t  Cen tu ry  approaches .

Dur ing  the  p rocess  o f  economic  in t eg ra t ion ,  V ie tnam wi l l  r eap

benef i t s  and  a t  t he  same  t ime  be  f aced   w i th  numerous  cha l l enges .

How can  Vie tnam benef i t  f rom i t s  r eg iona l  and  g loba l  economic

in t eg ra t ion?  I t  w i l l  do  so  in  t he  fo l lowing  ways :

Mee t ing  t he  needs  o f  t he  i ndus t r ia l i za t i on  and  modern i za t i on  o f

V i e t n a m ’ s  e c o n o m y

The  indus t r i a l i za t ion  and  modern iza t ion  o f  V ie tnam’s  economy i s

one  o f  t he  p r io r i t y  t a sks  be ing  pu r sued  by  the  gove rnmen t  a t

p re sen t .  P romot ing  economic  coope ra t ion  and  in t eg ra t ion  wi th in  the

reg ion  and  beyond  wi l l  enab le  Vie tnam to  speed  up  the

indus t r i a l i za t ion  and  modern iza t ion  o f  i t s  economy.  V ie tnam i s  a t

p re sen t  i n  the  mids t  o f  t he  p rocess  o f  economic  l i be ra l i za t ion  f rom

which  i t  i s  r ece iv ing  subs tan t i a l  d iv idends .  At  the  in i t i a l  s t age ,  the

g loba l i za t i on  o f  V ie tnam’s  economy  has  been  domina t ed  by  i t s

economic  in t e r change  wi th  i t s  ASEAN pa r tne r s ,  who  have  p l ayed  an

impor tan t  ro l e  in  th i s  a spec t .

In  ASEAN and  th rough  AFTA,  Vie tnam has  in t eg ra t ed  wi th  some  o f

the  newly  indus t r i a l i zed  economies  and  wi l l  r eap  the  ga ins  o f

                                                                
17 - See Vietnam  Investment Review,  15 December  1998.
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inc reased  t r ade  and  fo re ign  inves tment .  Vie tnam wi l l  a l so  ga in

access  to  new in te rna t iona l  marke t s  th rough  the  ASEAN window and

have  g rea te r  oppor tun i t i e s  to  expand  i t s  economic  r e l a t ions ,

inc lud ing  t echno logy  t r ans fe r s ,  w i th  the  more  indus t r i a l i zed

economies  o f  t he  wor ld ,  t hus  pos i t i ve ly  con t r ibu t ing  to  i t s  economic

growth .  Vie tnam wi l l  a l so  have  the  oppor tun i ty  to  exchange  v iews

wi th  o the r  coun t r i e s  and  l ea rn  f rom the i r  expe r i ences  in  improv ing

i t s  economic  managemen t  and  bus ines se s .  A l l  o f  t h i s  w i l l  a s s i s t

V ie tnam in  bu i ld ing  an  e f f i c i en t ,  dynamic ,  and  compe t i t i ve

economy.

Promot ing  t rade  and  fo re ign  d i r ec t   i nve s tmen t

Being  an  AFTA member ,  V ie tnam wi l l  have  acces s  t o  a  vas t  r eg iona l

and  g loba l  t r ade  ne twork .  Economis t s  a t  S ingapore  Un ive r s i t y

e s t ima te  t ha t  CEPT wi l l  i nc rea se  t he  i ncome  and  t r ade  t u rnove r  o f

the  ASEAN coun t r i e s  by  3  pe r  cen t .  T rade  tu rnover  wi th in  the

r eg ion  w i l l  a l so  i nc r ea se  be tween  18  and  20  pe r  c en t  o f  t he  t o t a l

t r ade  tu rnover  by  the  yea r  2008 .  S ince  AFTA member  coun t r i e s  a re

commi t t ed  to  the  p romot ion  o f  t r ade  l ibe ra l i za t ion  wi th  more

deve loped  f r ee  marke t s ,  V ie tnam wi l l  have  access  to  these  marke t s

a s  we l l .  V ie tnam’s  acces s ion  to  t he  CEPT Agreemen t ,  a s  we l l  a s  i t s

pa r t i c ipa t i on  i n  many  o the r  a r ea s  o f  ASEAN economic  coope ra t i on

and  in t eg ra t ion ,  such  a s  i n t e l l ec tua l  p rope r ty ,  s e rv i ces ,  i ndus t r i a l

coopera t ion  and  inves tmen t ,  has  sen t  a  s t rong  s igna l  t o  fo re ign

inves to r s  o f  Vie tnam’s  o r i en ta t ion  and  the  goa l s  o f  i t s  economic

po l i c ies .  Th i s  has  a l so  s t r eng thened  the  conv ic t ion  tha t  Vie tnam i s

f i rmly  commi t t ed  to  con t inu ing  the  l ibe ra l i za t ion  o f  i t s  t r ade  and

inves tmen t  r eg ime  in  pa r t i cu l a r  and  i t s  comprehens ive  r enova t ion  in

genera l .
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In teg ra t ing  in to  the  r eg ion  wi l l  a l so  enab le  Vie tnam to  t ake

advan tage  o f  l a rge r  expor t  marke t s ,  cheaper  impor t s ,  and  a  l a rge

poo l  o f  deb t -  and  non-deb t -c rea t ing  cap i t a l  f l ows .  Th i s ,  however ,

r equ i r e s  s t r ong  soc i a l  suppo r t ,  knowledge  o f  and  acces s  t o  fo r e ign

m a r k e t s  a n d  a p p r o p r i a t e  t e c h n o l o g i e s ,  a s  w e l l  a s  p r o f o u n d  s t r u c t u r a l

ad jus tmen t .  Fu r the rmore ,  s ince  the  s t r eng th  o f  t he  ASEAN

economies  i s  no t  in  h igh- tech  indus t r i e s  and  mos t  o f  the  p roduc t s

p roduced  by  the  ASEAN members  coun t r i e s  a r e  s imi l a r ,  i t  w i l l

r equ i r e  V ie tnam to  go  beyond  ASEAN economic  coope ra t ion ;  t ha t

i s ,  t o  d ive r s i fy  i t s  economic  r e l a t ions  wi th  the  more  advanced

economies  such  a s  Japan ,  t he  European  Union  member  coun t r i e s ,  t he

US,  a s  we l l  a s  i t s  t r ad i t i ona l  pa r tne r s ,  ma in ly  Russ i a  and  the

Eas te rn  European  coun t r i e s .  Do ing  so  wou ld  he lp  Vie tnam to

compensa te  fo r  the  weaknesses  and  shor tcomings  in  i t s  economic

re l a t ions  wi th  the  ASEAN member  coun t r i e s .

Fac i l i t a t i ng  V i e tnam’s  membersh ip  t o  t he  WTO and  o the r

in t e rna t iona l  i n s t i t u t i ons

Par t i c ipa t ion  in  ASEAN and  AFTA requ i res  tha t  Vie tnam adop t  the

no rms  and  p r ac t i c e s  gove rn ing  t he  ru l e s  and  r egu l a t i ons  o f

in t e rna t iona l  t r ade  r e l a t ions .  Th i s  i s  e spec ia l ly  s ign i f i can t  i n  tha t

t he  i s sue  o f  V ie tnam’s  acces s ion  to  t he  WTO has  been  s t rong ly

endor sed  and  a s s i s t ed  by  a l l  AFTA members .

Reg iona l  in t eg ra t ion  a l so  makes  i t  eas i e r  fo r  Vie tnam to  be

recogn ized  and  accep ted  in to  the  r ank  and  f i l e  o f  the  As ia  and

Pac i f i c  communi ty .  The  admiss ion  o f  V ie tnam in to  APEC in

November  1998  a t  t he  Kua la  Lumpur  Summi t  c l ea r ly  demons t r a t e s

th i s .  The  nex t  impor tan t  s tep  fo r  Vie tnam i s  to  jo in  the  WTO.  The
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t a lk s  be tween  Vie tnam and  the  WTO on  c l a r i fy ing  Vie tnam’s  t r ade

po l i c i e s  have  been  underway  s ince  Ju ly  1998 .

To  speed  up  economic  in t eg ra t ion ,  Vie tnam has  to  r e s t ruc tu re  i t s

economy,  and  r e fo rm i t s  t r ade  and  l ega l  sys t ems  in  confo rmi ty  to

the  requ i rements  o f  the  marke t  economy.  By  do ing  so ,  ru les  and

regu la t ions  govern ing  fo re ign  t r ade  re l a t ions  and  inves tmen t ,  a s

we l l  a s  o the r  r e l a t ed  po l i c i e s ,  w i l l  g radua l ly  sa t i s fy  and  mee t  t he

s t anda rds  commonly  p rac t i ced  by  the  i n t e rna t iona l  communi ty .  Th i s

wi l l  f ac i l i t a t e  V ie tnam’s  ea r ly  admis s ion  t o  t he  WTO and  o the r

in t e rna t iona l  i n s t i t u t ions .

Whi le  r eap ing  the  f ru i t s  i n  the  p rocess  o f  i t s  r eg iona l  and  g loba l

economic  coope ra t i on  and  i n t eg ra t i on ,  V ie tnam has  a l so  been

conf ron ted  wi th  numerous  d i f f i cu l t i e s .  The  fo l lowing  a re  some  o f

the  ma jo r  cha l l enges  cu r ren t ly  f ac ing  Vie tnam:

 Main ta in ing  peace  and  s tab i l i t y  i n  t he  r eg ion

Peace  and  s t ab i l i t y  a re  v i t a l  f ac to r s  fo r  economic  deve lopment  and

a re  a l so  f ac to r s  o f  pa ramoun t  impor t ance  to  t he  c rea t ion  o f  a

f avorab le  env i ronmen t  fo r  p romot ing  economic  coope ra t ion  and

in t eg ra t ion .  Howeve r ,  a t  p r e sen t  t he re  s t i l l  ex i s t  po t en t i a l  t h r ea t s  t o

peace  and  s t ab i l i t y  i n  Sou theas t  As ia .  Conf l i c t i ng  na t iona l  i n t e r e s t s ,

a  ce r t a in  deg ree  o f  mu tua l  su sp i c ion ,   occas iona l  t ens ions  on  ce r t a in

po l i t i ca l  and  economic  i s sues ,  and  the  d i f f e ren t  approaches  to

economic  deve lopmen t  s t r a t eg ie s  among  r eg iona l  coun t r i e s ,  a l l  need

to  be  peace fu l l y  and  pa t i en t l y  add re s sed .

S ince  the  end  o f  t he  Co ld  War ,  t he  na tu re  o f  t he  geopo l i t i ca l  p i c tu re

in  As ia  and  the  Pac i f i c  has  d rama t i ca l ly  changed .  One  o f  t he  ma in
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f ea tu res  i s  the  emergence  o f  the  t r i angu la r  r e l a t ionsh ip  be tween  the

US,  Ch ina  and  Japan ,  i n  wh ich  the  S ino -Amer ican  r e l a t ionsh ip  has

cap tu red  much  a t t en t ion   and  conce rn  f rom the  r eg iona l  coun t r i e s .

Reg iona l  s ecu r i ty  a r r angemen t s ,  t o  a  l a rge  ex ten t ,  depend  on  the

deve lopmen t  o f  t h i s  t r i angu la r  r e l a t i onsh ip .  The  behav io r  o r  a t t i t ude

o f  each  ind iv idua l  s t a t e  i n  t he  r eg ion  wi l l  be  s t rong ly  i n f luenced  by

the  na tu re  o f  t he  S ino -Amer i can  r e l a t i onsh ip .  Unhea l thy

deve lopmen t  o f  t h i s  r e l a t i on  wi l l  po l a r i ze  ASEAN member  s t a t e s .  I n

th i s  r ega rd ,  t he  ASEAN member  coun t r i e s ,  i nc lud ing  Vie tnam,

shou ld  work  ha rde r  con t r ibu t ing  to  the  hea l thy  deve lopmen t  o f  t h i s

r e l a t i on  and  t u rn ing  Sou theas t  As i a  i n to  a  zone  o f  peace ,  s t ab i l i t y

and  p rosper i ty .

Another  i s sue  tha t  migh t  g ive  r i se  to  the  reg iona l  ins tab i l i ty  i s  the

d i spu t e  ove r  t he  Eas t e rn  Sea  -  t he  Sou th  Ch ina  Sea  -  t he  focus  o f

wh ich  i s  on  the  Truong  sa  Arch ipe l ago  -  Sp ra t ly  I s l ands .  The  Truong

sa  Arch ipe l ago  i s  s i t ua t ed  in  t he  sou the rn  r eaches  o f  t he  Eas t e rn

Sea ,  cons i s t i ng  o f  ove r  100  i s l e t s ,  s and  cays ,  r ee f s  and  rocks ,

ove ra r ch ing  a  t o t a l  a r ea  o f  app rox ima te ly  be tween  2  and  3  squa re

k i lomete r s  in  an  ocean  a rea  o f  a t  l eas t  200 ,000  squa re  k i lomete r s  o r

doub le  the  s i ze ,  depend ing  on  how the  a rea  i s  de f ined . 18 This is

pe rhaps  the  mos t  compl i ca ted  mul t i l a t e ra l  t e r r i to r i a l  d i spu te  in  the

Eas te rn  Sea .  The  d i spu te  d i r ec t ly  invo lves  Ch ina  and  four  ASEAN

member  coun t r i e s . 19 I t  a f f ec t s  t he  in t e re s t s  o f  many  r eg iona l

coun t r i e s ,  no t  on ly  those  d i r ec t ly  invo lved  bu t  a l so  many  o the r s ,

such  a s  S ingapore ,  Indones i a ,  Tha i l and ,  J apan ,  Korea  and  Aus t r a l i a .

I t  i s  e s t ima ted  tha t  in  t e rms  o f  t r ade ,  a round  US $568  b i l l i on ,  o r  15

pe rcen t  o f  a l l  g loba l  c ros s -bo rde r  t r ade  t r ave l s  t h rough  the  Eas t e rn

Sea ’ s  ma jo r  mar i t ime  passages .  The  d i spu te  a l so  a f fec t s  the  US in

                                                                
18 - See Jane’s Intelligence Review, 1st February 1999.
19- The dispute over the Truong sa Archipelago  involves China and four ASEAN members;  namely,
Vietnam, the Philippines,  Malaysia and Brunei.
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t e rms  o f  mar i t ime  nav iga t i on  and  ove r f l i gh t .  Amer i can  c r ed ib i l i t y

may  a l so  be  cha l l enged  in  the  even t  tha t  i t s  long t ime  a l ly ,  the

Ph i l ipp ines ,  i s  t h rea t ened  o r  a t t acked  a s  a  r e su l t  o f  a  T ruong  sa

c r i s i s .

Ove r  t he  pas t  yea r s ,  t he  coun t r i e s  d i r ec t ly  i nvo lved ,  t oge the r  w i th

o the r  coun t r i e s  in  the  r eg ion ,  have  b i l a t e ra l ly  and  mul t i l a t e ra l ly  l e f t

no  s tone  un turned  in  the i r  sea rch  fo r  a  long- te rm so lu t ion  to  the

p rob lem.  The  1992  Man i l a  Dec la ra t ion  by  the  ASEAN Fore ign

Min i s t e r s  cove r ing  gu id ing  p r inc ip l e s ,  t he  Jo in t  Dec la ra t ion  s igned

be tween  Vie tnam and  the  Ph i l ipp ines  and  tha t  be tween  Ch ina  and

the  Ph i l i pp ines  on  the  code  o f  conduc t  pe r t a in ing  th i s  i s sue ,  a r e  j u s t

a  f ew  among  many  such  endeavor s .

A t  p re sen t ,  t he  ASEAN Reg iona l  Fo rum (ARF)  seems  to  be  a

re l evan t  and  su i t ab le  fo rum fo r  mul t i l a t e ra l  t a lks  on  r eg iona l

secur i ty  i s sues  a imed  a t  deac t iva t ing  the  r eg ion’ s  t ens ions .  I t  has

p layed  an  impor t an t  ro l e  in  fos t e r ing  be t t e r  awareness  and

unde r s t and ing  o f  t he  po t en t i a l  t h r ea t s  t o  r eg iona l  s ecu r i t y ,  and  i t

wi l l  r emain  so ,  i f  t he  ASEAN member  coun t r i e s  toge the r  wi th  o the r

ARF members  succeed  in  fu r the r ing  the  ARF p rocess  f rom

conf idence -bu i ld ing  measu re s  t o  p r even t ive  d ip lomacy  and  peace fu l

so lu t ions  t o  i n t e rna t iona l  d i spu te s .  Howeve r ,  o the r  b i l a t e r a l  and

mul t i l a t e r a l  channe l s  and  mechan i sms  shou ld  a l so  be  exp lo red  and

encouraged  to  th i s  end .

In  th i s  r egard ,  Vie tnam’s  pos i t ion  i s  tha t  whi le  r ea f f i rming  i t s

i nd i spu tab l e  sove re ign ty  ove r  t he  Hoang  sa  (Pa race l s )  and  Truong  sa

Arch ipe l agoes  based  on  the  h i s to r i ca l  ev idence  and  l aw ,  V ie tnam

re i t e r a t e s  i t s  cons i s t en t  s t ance  t ha t  any  d i spu t e  ove r  t he  ove r l app ing

a reas  in  t he  Eas t e rn  Sea  shou ld  be  so lved  th rough  peace fu l
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nego t i a t ions  on  the  bas i s  o f  r e spec t  fo r  in t e rna t iona l  l aw,  e spec ia l ly

the  1982  Un i t ed  Na t ions  Conven t ion  on  the  Law o f  t he  Sea  and  the

1992  Man i l a  Dec la ra t ion  on  the  Eas t e rn  Sea .

Tough  compe t i t i on  i n  t rade  and  inves tmen t

By jo in ing  ASEAN and  pa r t i c ipa t ing  in  AFTA,  Vie tnam has  become

a  member  o f  a  c lub  and  i s  t ak ing  pa r t  in  an  unba lanced  game  among

power fu l  and  expe r i enced  p l aye r s .  To  be  a  compa t ib l e  and

compe t i t i ve  p l aye r ,  V ie tnam needs  to  deve lop  a  compe t i t i ve ,

e f f i c i en t  and  sus t a inab le  economy.

I t  i s  a  common knowledge  tha t  mos t  o f  the  ASEAN member

coun t r i e s  a r e  ve ry  keen  and  qu i t e  expe r i enced  in  t r ade  and

inves tmen t  ac t iv i t i e s ,  and  tha t  t he  ASEAN t r ade  and  l ega l  sys t ems

are  in  l ine  wi th  the  marke t  economy.  As  a  r e su l t ,  V ie tnam has  f a l l en

in to  d i sadvan tage ,  wh i l e  o the r  ASEAN members  may  p reva i l  and

ga in  the  upper  hand ,  thanks  to  the i r  advan tageous  and  long-

es tab l i shed  pos i t ions  in  the  r eg iona l  and  g loba l  marke t s .

The  expo r t  o f  r i c e  by  V ie tnam to  t he  ou t s ide  wor ld  cou ld  be

i l l u s t r a t i ve  o f  t he  po ten t i a l  haza rds  i n  t h i s  s i t ua t ion .  V ie tnam has

over  the  pas t  yea r s  f aced  tough  r iva l ry  f rom Tha i l and ,  the  b igges t

r i ce  expor te r  in  the  wor ld .   Commi t t ing  to  AFTA,  Vie tnam has  to

r educe  t a r i f f  r a t e s  and  r emove  non- t a r i f f  ba r r i e r s  and  o f f e r  MFN to

a l l  ASEAN member  s t a t e s .  Consequen t ly ,  ASEAN goods  cou ld  eas i ly

be  expor t ed  t o  and  poss ib ly  domina t e  V ie tnam’s  domes t i c  marke t ,

and  Vie tnam cou ld  one  day  become  a  dumping  g round  o f  ASEAN

consumer  goods .  Th i s  g radua l  deve lopmen t  wou ld  endange r

Vie tnam’s  young  and  vu lne rab le  indus t r i e s .
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Fur the rmore ,  Vie tnam’s  economy has  g radua l ly  in teg ra ted  wi th  the

reg ion ,  i t  i s  ha rd  fo r  Vie tnam to  be  comple te ly  immune  f rom the

e f fec t s  o f  the  cu r ren t  f inanc ia l  c r i s i s ,  wh ich  has  been  r avag ing  the

As ian  economies  s ince  mid -1997 .  The  impac t  o f  t he  f inanc ia l  c r i s i s

on  Vie tnam has  been  v i s ib le  in  many  aspec t s ;  no tab ly ,  in  t r ade  and

fo re ign  d i r ec t  i nves tmen t .  Dea l ing  wi th  th i s  mone ta ry  c r i s i s ,

ASEAN member  coun t r i e s  such  a s  Tha i l and ,  Ma lays i a  and  Indones i a

were  fo rced  to  deva lue  the i r  cu r renc ies ,  and  th i s  has  made  the i r

expor t s  more  compe t i t ive .  V ie tnam,  the re fo re ,  has  found  i t  more

d i f f i cu l t  t o  expor t  i t s  goods  (namely  r i ce ,  foo twear ,  t ex t i l e s  and

ga rmen t s ) ,  because  i t s  coun te r  t r ade  i s  p r imar i l y  i n  US  do l l a r .  I n

1998 ,  V ie tnam overa l l  vo lume  o f  t r ade  was  ac tua l ly  much  h ighe r

than  in  1997 ,  bu t  the  r ea l  tu rnover  was  lower .  Accord ing  to

Vie tnam’s  Min i s t ry  o f  T rade ,  i n  1998  a lone ,  V ie tnam los t  abou t  US

$650  mi l l i on  due  to  t he  d rop  in  commodi ty  p r i ce s ,  wh i l e  expor t

ea rn ings  d ropped  by  2 .4  pe r  cen t  compared  w i th  1997 ,  a s  a  r e su l t  o f

the  cu r r en t  f i nanc ia l  c r i s i s . 20

 I n t e r n a l  r e s t r u c t u r i n g ,  a n  e s s e n t i a l  f a c t o r  f o r  e n s u r i n g  t h e  s u c c e s s

o f  V i e tnam’s  r enova t ion  and  r eg iona l  i n t egra t i on

To in t eg ra t e  e f f ec t ive ly  and  compe t i t i ve ly  in to  the  r eg iona l  a s  we l l

a s  t he  wor ld  economy,  V ie tnam has  no  cho ice  bu t  t o  con t inue  wi th

i t s  comprehens ive  r enova t ion .  V ie tnam i s  r equ i red  to  ma tch  i t s

ex te rna l  t r ade  and  inves tmen t  po l i c i e s  to  those  o f  i t s  f e l low ASEAN

members .  I t  i s  a l so  necessa ry  fo r  V ie tnam to  r econc i l e  ce r t a in

d i f f e rences  in  in t eg ra t ing  a  soc ia l i s t  marke t  economy wi th  a  f r ee

marke t  one .  The  comprehens ive  r enova t ion  and  t r ans i t i on  to  a

soc i a l i s t  marke t  economy i s  a  d i f f i cu l t  and  t ime-consuming  p roces s ,

and  i t  r equ i re s  c rea t ive  and  tho rough  s tudy ,  a s  we l l  a s  new th ink ing ,

                                                                
20 - “ Globalization Poses Major Challenge for Vietnam,” Vietnam Economic News,  31 January 1999.
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as  the re  i s  no  ex i s t ing  mode l  o f  a  soc ia l i s t  marke t  economy.

In te rna l  r e s t ruc tu r ing  i s ,  t he re fo re ,  o f  v i t a l  impor tance .  Th i s  i s  a

d i f f i cu l t  t a sk  t ha t  i nc ludes  t he  e s t ab l i shmen t  o f  va r ious  work ing

mechan i sms  among  gove rnmen t  min i s t r i e s ,  a long  wi th  va r ious

func t iona l  i n s t i t u t ions  and  agenc ies  to  s tudy ,  supe rv i se ,  and  manage

these  ac t iv i t i e s  and  to  t ake  pa r t  i n  a  number  o f  mee t ings .  Th i s

requ i r e s  f inanc ia l ,  i n f r a s t ruc tu ra l ,  and  human  re sources .

In  the  f i e ld  o f  t r ade  and  fo re ign  inves tment ,  Vie tnam i s  r equ i red  to

improve  marke t  access  fo r  the  ASEAN members  by  lower ing  he r

impor t  t a r i f f s  fo r  i ndus t r i a l  and  ag r i cu l tu ra l  p roduc t s .  V ie tnam i s

a l so  r equ i red  to  open  he r  se rv ice  marke t  t o  fo re ign  compe t i to r s .

O the r  s ec to r s  t o  be  opened  inc lude  bank ing ,  i n su rance ,

t r anspo r t a t i on ,  commun ica t i on ,  eng inee r ing ,  and  consu l t i ng .

Vie tnam a l so  has  to  r educe  o r  e l imina te   r e s t r i c t ions  wi th  r e spec t  t o

t r ade  and  fo re ign  d i r ec t  i nves tmen t .  The  r e fo rm o f  V ie tnam’s  t r ade

sys tem and  p rac t i ces  needs  to  be  acce le ra ted  in  l ine  wi th  AFTA and

WTO pr inc ip le s .  Areas  fo r  fu r the r  r e fo rm and  improvemen t  inc lude

the  p r i c ing  sys t em,  the  impor t  and  expor t  r eg imes ,  t he  f inanc ia l  and

taxa t ion  sys t ems ,  t he  app rox ima te ly  5 ,800  s t a t e -owed  en t e rp r i s e s

(SOE)  and  the i r  t r ad ing  p rac t i ce s ,  i n t e l l ec tua l  p rope r ty  r i gh t s

l eg i s l a t i on ,  t he  ex i s t i ng  ag reemen t s  s i gned  w i th  o the r  coun t r i e s ,  and

the  admin i s t r a t ive  bu reauc racy .

Vie tnam a l so  has  to  dea l  wi th  o the r  impor tan t  l ega l ,  economic  and

po l i t i ca l  i s sues ,  such  a s  t r ade  ru le s  and  app l i ca t ions ,  marke t  access

and  t r ade  ba r r i e r s ,  s e rv i ce  and  t r ade  l i be ra l i za t i on ,  i n t e l l ec tua l

p rope r ty  r i gh t s  p ro t ec t i on ,  s e l ec t i ve  s a f egua rds ,  t he  env i ronmen t ,

t r anspa rency ,  l abo r  s t anda rds ,  and  human  and  democra t i c  r i gh t s .

These  i s sues  a re  con t rove r s i a l .  The re  i s ,  however ,  an  inc reas ing

po l i t i ca l  in t e res t  f rom o the r  pa r tne r s ,  e spec ia l ly  those  in  the
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economica l ly  deve loped  wor ld ,  in  l ink ing  these  i s sues  to  t r ade  and

inves tment  and  look ing  fo r  ways  in  which  t rade  ru les  and  inves tment

can  be  l ev ied  to  p romote  non- t r ade  ob jec t ives .

At  the  same  t ime  Vie tnam has  been  faced  wi th  a  number  o f  t echn ica l

cha l l enges  when  jo in ing  the  ASEAN and  pa r t i c ipa t ing  in  AFTA,

such  a s  pe r sonne l  t r a in ing ,  human  re source  deve lopmen t ,  and

language  ba r r i e r s .  As  a  new member  o f  a  l ong-es t ab l i shed  c lub

whose  l eade r s  a re  ve ry  in fo rmal  and  fami l i a r  wi th  each  o the r ,

Vie tnam wi l l  f ace  t r ad i t iona l  ad jus tmen t  p rob lems  in  the  shor t  t e rm.
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CONCLUSION

A S E A N  i s  a  r e g i o n a l  o r g a n i z a t i o n  c o n s i s t i n g  o f  t e n  S o u t h e a s t  A s i a n

na t ions  whose  po l i t i c a l  sy s t ems ,  soc i a l  sy s t ems  and  economic

deve lopment  d i f f e r  f rom one  ano the r .  Over  the  pas t  yea r s ,  i t  has

unde rgone  many  p ro found  changes .  Whi l e  i t s  economic  in t eg ra t ion

has  been  a t  t he  t op  o f  i t s  agenda  and  imp lemen ta t ion  has  been

underway  fo r  some  t ime ,  on ly  l imi t ed  p rogress  has  been  made  in  th i s

d i r ec t ion .  The  foca l  emphas i s  a t  t he  p resen t  s t age  has  been  invo lved

more  wi th  t r ade  and  inves tmen t ,  wh i l e  o the r  a r eas  o f  economic

coope ra t ion  and  in t eg ra t ion  a re  on ly  a t  an  in i t i a l  s t age .  The  sca l e

and  dep th  o f  ASEAN  economic  in t eg ra t ion  d i f f e r  f rom those  o f  the

EU and  o the r  o rgan i za t i ons .  Howeve r ,  t hanks  t o  t he  p r inc ip l e s  o f

consensus ,  equa l i t y ,  non - in t e r f e r ence  i n  each  o the r ’ s  i n t e rna l

a f f a i r s ,  and  the  sp i r i t  o f  un i ty  in  d ive r s i ty ,  t he  Assoc ia t ion  has

succeeded  in  conso l ida t ing  i t s e l f  and  advanc ing  fo rward .

In  the  f ace  o f   the  impac t  o f  the  cu r ren t  f inanc ia l  c r i s i s ,  a l l  ASEAN

members ,  new and  o ld ,  a r e  r equ i r ed  to  mob i l i ze  a l l  t he i r  i n t e rna l

r e sources ,  t o  upho ld  the  sa id  p r inc ip le s  and  to  fu r the r  p romote

po l i t i ca l  and  economic  coope ra t ion  and  in t eg ra t ion  more  than  eve r

be fo re .  Th i s  a l so  r equ i r e s  t he  c r ea t iv i ty  and  f l ex ib i l i t y  o f  a l l

member  coun t r i e s  in  adap t ing  to  the  new and  chang ing  wor ld  and  to

fu l f i l l  t he  goa l s  se t  ou t  by  the  Assoc ia t ion .

For  many  Vie tnamese ,  the  i s sue  o f  economic  in teg ra t ion  wi th  the

reg ion  and  the  wor ld  a s  a  whole  i s  r a the r  new,  bo th  in  concep t  and

subs tance .  I t  i s  conce ivab le  tha t  r eg iona l  economic  in teg ra t ion  i s

one  e s sen t i a l  componen t  o f  t he  ove ra l l  V ie tnam’s  economic

deve lopment  s t r a t egy .  To  compensa te  fo r  the  shor t comings  and

weaknesses  in  i t s  economic  r e l a t ions  wi th  the  ASEAN member
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coun t r i e s ,  i t  i s  necessa ry   fo r  Vie tnam to  deve lop  and  d ive r s i fy  i t s

economic  r e l a t ions  wi th  o the r  pa r tne r s ,  e spec ia l ly  those  in  the

deve loped  wor ld ,  namely  Japan ,  the  US and  the  EU,  a long  wi th  i t s

t r ad i t i ona l  pa r tne r s ,  Russ i a  and  the  Eas t e rn  European  coun t r i e s .

These  a re  impor t an t  sou rces  o f  cap i t a l ,  know-how,  and  managemen t

sk i l l s  t ha t  a r e  neces sa ry   fo r  V ie tnam’s  economic  deve lopmen t .

However ,  V ie tnam’s  acces s ion  to  ASEAN and  i t s  economic

in t eg ra t ion  wi th  the  r eg ion  has  a  s t rong  d i r ec t  and  ind i r ec t  impac t

on  o the r  coun t r i e s  in  t r ans i t ion  in  Sou theas t  As ia ,  e spec ia l ly  the

new members  o f  t he  Assoc ia t ion .  In  one  way  o r  ano the r ,  V ie tnam

has  been  exp lo r ing  and  expe r i enc ing  a  new pa th  t h rough  wh ich  these

new members  wi l l  t r ave l .

The  success fu l  imp lemen ta t ion  o f  t he  AFTA pr inc ip l e s  and

Vie tnam’s  fu l f i l lmen t  o f  i t s  ob jec t ives  wi l l  be  a  s t ep  fo rward ,

pav ing  the  way  to  fu r the r  g loba l  economic  coopera t ion  and

in t eg ra t ion .  Success fu l  fu l f i l lmen t  o f  t h i s  ob jec t ive  means  a  g rea t

dea l  bo th  to  Vie tnam and  the  o the r  members  o f  ASEAN.
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