
FDI
and
Development
in
Vietnam

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



ii Foreign Direct Investment and Development in Vietnam

The Institute of Southeast Asian Studies (ISEAS) was established as an
autonomous organization in 1968. It is a regional centre dedicated to the
study of socio-political, security and economic trends and developments
in Southeast Asia and its wider geostrategic and economic environment.

The Institute’s research programmes are the Regional Economic Studies
(RES, including ASEAN and APEC), Regional Strategic and Political Studies
(RSPS), and Regional Social and Cultural Studies (RSCS).

ISEAS Publications, an established academic press, has issued more
than 1,000 books and journals. It is the largest scholarly publisher of
research about Southeast Asia from within the region. ISEAS Publications
works with many other academic and trade publishers and distributors
to disseminate important research and analyses from and about Southeast
Asia to the rest of the world.

Khairani
Reproduced from FDI and Development in Vietnam, by Pham Hoang Mai (Singapore: Institute of
Southeast Asian Studies, 2004). This version was obtained electronically direct from the publisher on
condition that copyright is not infringed. No part of this publication may be reproduced without the
prior permission of the Institute of Southeast Asian Studies. Individual articles are available at
< http://bookshop.iseas.edu.sg >

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore

http://bookshop.iseas.edu.sg


Institute of Southeast Asian Studies
Singapore

Policy Implications

Pham Hoang Mai

FDI
and
Development
in
Vietnam

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



iv Foreign Direct Investment and Development in Vietnam

First published in Singapore in 2004 by
Institute of Southeast Asian Studies
30 Heng Mui Keng Terrace
Pasir Panjang
Singapore 119614
http://bookshop.iseas.edu.sg

All rights reserved. No part of this publication may be reproduced, stored
in a retrieval system, or transmitted in any form or by any means,
electronic, mechancial, photocopying, recording or otherwise, without
the prior permission of the Institute of Southeast Asian Studies.

© 2004 Institute of Southeast Asian Studies, Singapore

The responsibility for facts and opinions expressed in this publication rests
exclusively with the author whose interpretations do not necessarily reflect the
views or the policy of the Institute.

ISEAS Library Cataloguing-in-Publication Data

Pham Hoang Mai
Foreign direct investment and development in Vietnam : policy
implications.
1. Investments, Foreign—Vietnam.
2. Vietnam—Economic conditions.
3. Vietnam—Economic policy—1975–
I. Title.

HG5750.5 A3P53 2004 sls2003021261

ISBN  981-230-225-5

Printed by Markono Printmedia Pte Ltd
Typeset by International Typesetters Pte Ltd

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



Introduction v

This book is dedicated to my parents, Pham Xuan Phong and Hoang Thi
Nguyet, my wife To Minh Huong and my daughters Pham Huong Nhung and
Pham Huong Lien.

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



Introduction vii

Contents

Tables vii

Figures ix

Acknowledgements x

Glossary xi

1 Introduction 1

2 Theoretical Overview of Foreign Direct Investment 4

3 Development and Foreign Direct Investment in Vietnam 19

4 The Macroeconomic Impact of Foreign Direct Investment 37
in Vietnam

5 Foreign Direct Investment and Industrialization in Vietnam 69

6 FDI, Vietnam’s Regional Development and Poverty Alleviation 98

7 Policy Implications 122

8 Conclusion 130

Appendix 1: Regression Analysis on Export Performance of
Foreign Invested Enterprises, 1995–98 136

Appendix 2: Regression Analysis on Foreign Invested
Enterprises’ Performance, 1998 141

Appendix 3: Regression Analysis on Provincial Allocation of
Foreign Direct Investment, 1988–98 145

Bibliography 153

Index 169

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



viii Foreign Direct Investment and Development in Vietnam

Tables

3.1 Major Indicators of Macroeconomic Performance of the 20
Vietnamese Economy, 1986–98

3.2 Overview of Foreign Direct Investment Flows in Vietnam, 23
1988–98

3.3 Foreign Direct Investment Commitment and 25
Implementation by Forms of Investment, 1988–98

3.4 Top 10 Countries Classified by Foreign Direct Investment 27
Commitment, 1988–98

3.5 Vietnam’s Average Wage Levels, 1996 30

3.6 Japanese Corporations’ Reasons for Investing Overseas 31

4.1 Structure of Capital Formation as Percentage of GDP, 38
1988–98

4.2 Vietnam: Balance of Payments, 1988–98 41

4.3 Contribution to Legal Capital, 1988–98 43

4.4 Problems for the Development of Private Enterprises 48

4.5 Major Indicators of Industrial Enterprises, 1995 and 1998 51

4.6 Industrial Output Growth Rate, 1989–98 51

4.7 Share of FIPs’ Exports and Imports in Total Exports and 56
Imports of Vietnam, 1991–99

4.8 Foreign Loans Classified by Form of Investment, 1991–98 58

4.9 Contribution of Foreign Direct Investment to GDP Growth 62

4.10 Major Industrial Products, 1995–98 64

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



Introduction ix

5.1 Major Indicators of Vietnam’s Industry, 1995–98 72

5.2 Vietnam’s GDP and Output Structure, 1990–98 77

5.3 Structure of Vietnam’s Industrial Output and Capital, 79
1994–98

5.4 Sectoral Revealed Comparative Advantages and 81
Foreign Direct Investment Flows

5.5 Foreign Invested Enterprises’ Contribution to Total 91
Industrial Capital and Output, 1994 and 1998

6.1 Regions in Vietnam: General Indicators 100

6.2 Provincial Allocation of Foreign Direct Investment 102
in Vietnam, 1988–98

6.3 Structure of Regional Industrial Output, 1995–98 109

6.4 Social Indicators of Vietnam, 1993–98 111

6.5 Regional Poverty Situation in Vietnam, 1993 and 1998 112

6.6 Labour Working in Foreign Invested Projects, 1994–96 114

6.7 Labour Force Classified by Qualification, 1995 117

6.8 Monthly Income of Labour Working in Foreign Invested 118
Projects

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



x Foreign Direct Investment and Development in Vietnam

Figures

4.1 Gross Domestic Investment and Foreign Direct 39
Investment as Percentage Share of GDP, 1988–98

Box 1 Sectors Excluded from Establishing 100 Percent 49
Foreign-Owned Enterprises

Box 2 Industrial Products, 80 Percent of the Output of 50
which must be Exported

4.2 The Growth Rate of Industrial Capital Outlay of 52
Major Industries, 1994–98

4.3 Vietnam’s Budgetary Contribution, 1990–98 60

5.1 Contribution to Industrial Growth in Major Industries, 80
1994–98

Box 3 Priority Industrial Investment Projects 90

6.1 Vietnam’s Regions and Growth Triangles 99

6.2 Structure of Committed Foreign Direct Investment, 104
1988–98

Box 4 Vietnam’s Commitment under AFTA Common 127
Effective Preferential Tariff Scheme

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



Introduction xi

Acknowledgements

In the process of completing this book, I have received invaluable
help from several people. In particular, I would like to thank
Professor John Overton and Dr. Donovan Storey of Massey University,
New Zealand, for their constant encouragement and many useful
comments.

My special thanks are also due to Associate Professor Gerald Tan,
Flinders University of South Australia, for inspiring me to become
interested in the topic of development economics and giving me
invaluable comments. I wish to express my appreciation to
Dr. Suiwah Leung and her colleagues at the Asia Pacific School of
Economics and Government, the Australian National University, for
assisting me in selecting the appropriate econometric model and for
useful advice.

This book is based on my PhD thesis with funding from the NZODA
Postgraduate Scholarship granted by the Ministry of Foreign Affairs and
Trade of New Zealand. I am grateful to the following publishers for
permission to use portions of my work published elsewhere: Blackwell
Publishing for permission to reproduce major parts of Chapters 3 and 4
which first appeared in Pham, H.M. “The Socio-Economic Impact of
Foreign Direct Investment Flows in Vietnam: 1988–98”, Asian Studies
Review 27, no. 1 (2003): 81–98; Taylor & Francis for permission to
reproduce major parts of Chapter 6 which first appeared in Pham, H.M.
“Regional Economic Development and Foreign Direct Investment Flows
in Vietnam 1988–1998”, Journal of the Asia Pacific Economy 7, no. 2
(2002): 182–202.

I also wish to express my gratitude for the tremendous support of my
parents and my special Kiwi supporters, Paul and Wivian. Finally, my
biggest thanks are to my wife Huong, and our dear daughters, Nhung
and Lien for giving me the encouragement, advice and motivation to
complete this book.

While thanking all the above for the help that they have given me, I
hasten to add that this book does not reflect the opinions of any other
person, organization or agency and the final responsibility for the content
of the book rests with me alone.

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



xii Foreign Direct Investment and Development in Vietnam

$ United States dollar

AFTA ASEAN Free Trade Area

APEC Asian Pacific Economic Co-operation

ASEAN Association of Southeast Asian Nations

BCC business co-operation contract

BOP balance of payments

BOT build-operation-transfer

BT build-transfer

BTO build-transfer-operation

CU customs union

DFI direct foreign investment

EC European Community

EOI export-oriented industrialization

EPZs export processing zones

EU European Union

FDI foreign direct investment

FIEs foreign invested enterprises

FIPs foreign invested projects

FTA free trade area

GDP gross domestic product

GNP gross national product

GOV Government of Vietnam

GSO General Statistical Office

ICOR incremental capital output ratio

Glossary

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore



Introduction xiii

IMF International Monetary Fund

IOCR incremental output capital ratio

ISI import substitution industrialization

ISO International Organization for Standardization

IZ industrial zone

MNC multinational corporation

MOSTE Ministry of Science, Technology and Environment

MOT Ministry of Trade

MPI Ministry of Planning and Investment

NIC newly industrializing country

ODA official development assistance

SOE state-owned enterprises

SRV Socialist Republic of Vietnam

TNC transnational corporation

UNDP United Nations Development Program

VND Vietnam Dong

VTA Vietnam Tourism Authority

Khairani
© 2004 Institute of Southeast Asian Studies, Singapore




