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* 194 international trading partners
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BEUNBUSINESS as Ustal) = calibrated macro trends
WheuiARErerm or WO,

PRI@="EXxternal reform only, via WTO accession.

;"‘ gi@~FReform — Coordinated external and domestic

—

e

Srerorm.

, -.‘4 =/NUS = WTO~+Reform coupled with realization of the
e Vietnam-US bilateral trade agreement.

~ 5. FDI — VNUS coupled with foreign direct investment
Increasing at twice the rate of real GDP growth.
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VIEWEIESIOfiErR represents a substantial reduction in
riosslirkzl IMPOK protection and other barriers to trade,
PUELEGains the country could enjoy from external
BiEralization will' be seriously limited unless they

— --c0|nC|de With comprehensive and sustained domestic

"~ —

== :’:° =economic reform.
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Our r—k Hitshindicate that the current WO offer reduces
Sideeprotectiontlevels incompletely but
~| stantlally and such a reduction could realize about
BOPoreIFthe gains from complete removal of protection.
-_-w‘ﬂ UG, this first phase of trade liberalization is by far
=  the oSt important for the Viethamese economy.

'—

=== ~However, the need for complementary domestic

= = [eforms is even greater if external liberalization is
—more gradual.




Ir) rnr-w sence Ol other measures, the offer will lead to
iensiication off Vietnam™ s traditional comparative
guentages. This would narrow the basis for
LEVEIGPMENt, modernization, and productivity growtn,

= dnd neL e In the economy’ s best long term interest.

e lFcan be avoided by complementary policies that

B Bromote economic diversification and negotiated

= j = —external market access. Particular attention should be

~—paid to intensifying bilateral and regional
drrangements with prominent trade partners.




EXRJH‘ OO trade, via W0 accession and other
riggjgtiziise arrangements will not confer all its
EEoRomIC benefits on Vietnam unless capital markets

pererrerormed to allow more efficient allocation of

-

B Vestment across the economy and greater foreign

"~ —

== :’:“ Scapital inflows.
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IBERNOSHIMPoRtant INSIght emerging from this analysis IS
WERESSENIal complementarity between domestic and
xuenalleconomic reform. Both are necessary, but
BIBIther alone is sufficient, to realize the great

= :4_ SEonomic potential of Vietnam. To put it another way,
= Sthe effort to reform internally cannot be fully rewarded
,.fj" SWithout external reform and, conversely, external
== reform efforts, like WTO accessmn cannot be fully
~— rewarded without commitment to complementary

domestic reforms.
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VB ihas ot yet fulfilled
EIEEONOMIC potential of
BNISIIEODIE.
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To z conomlc marginalization with trade-induced economic
Jrc Ao productivity must be increased and the skill base of;
-economy must be diversified. This can be done

ubllcly extend and intensify commitments to education and
— -tralnlng

.-)q.c-

.’ ‘2— = Privately’ — let foreign and domestic private capital do the work.
' AS the economy develops, so will the web of training
opportunities for workers, particularly in emergent sectors with

higher labor productivity and wages.




2l - Significant OPPORLUNItIES for Nnegotiated market
ziccegs clgleEPIR

P GTEa— AN essential strategic partner in the WTO
RECEESSION Process and an important FDI partner.

= _‘3—:" BEpan = The largest east Asian investor and regional
= ;-— B consumer of east Asian exports.

-‘4 =US — An essential real and symbolic partner in both
= = trade and investment.

5. China — The largest emergent regional trading
opportunity.

6.  ASEAN — Regional consolidation is an essential source
of economic security.
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