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I. INTRODUCTION 

Viet Nam officially launched its Doimoi (Renovation) in 1986, but only started a radical 
and comprehensive reform package aimed at stabilizing and opening the economy in 
1989. During 1996–1999, market-oriented reforms were somewhat stalled. Since 2000, a 
new wave of economic reforms has been stirred up with emphasis on structural reforms 
(state-owned enterprise [SOE] and financial reforms and development of the private 
sector) and further trade and investment liberalization. The years 2000-2007 witnessed a 
boom in the private sector and deeper international economic integration. In 2000, Viet 
Nam and the US signed the Bilateral Trade Agreement (VN-US BTA), which became 
effective in December 2001. Since then, the country has also joined several regional 
integration clubs such as ASEAN + 1 Free Trade Areas (FTAs). Most importantly, Viet 
Nam became the 150th member of the WTO in November 2006.  

Since 2005, SOE and banking system reforms have shifted their focus on large 
corporations, including the State-owned commercial banks (SOCBs), though the pace of 
these reforms has been slower than expected (see also Table 1). The first SOCB with the 
second-largest market size, the Bank for Foreign Trade of Vietnam (VietcomBank), after 
successive delays, got the approval of the Prime Minister of Viet Nam to proceed with its 
initial public offering (IPO) on the domestic market in December 2007. 

Meanwhile, a notable observation during 2006–2007 is an expansion of the banking 
system and a boom of the stock market coupled with massive capital inflows and much 
higher consumption prices and asset inflation. 

Table 1: A Chronology of Viet Nam’s Economic Reforms and International 
Economic Integration Process (1976–2007) 

1976–
1980 

1980–1988 1989–onward 1996–1999 2000–2007 

Centrally-   
planned 
and 
relatively 
autarkic 
economy 

Modified-planned 
economy 
1980–1981 and 
1987–1988: Micro-
reforms 
1985: The “price-
salary-money 
reform” and its 
failure 
1986: Doimoi began

Market-oriented 
reforms 
Trade 
liberalization and 
further 
integration (EU: 
1992; ASEAN: 
1995; APEC: 
1998) 

Slowdown of 
the reform 
process and 
Effects of the 
Asian crisis 

Stronger commitments to 
further reforms but uneven 
implementation 
Acceleration of 
international economic 
integration. 
2006-2007: Party 
Congress X and new 
government 
New wave of reforms?  

 Source: Authors’ own assessment.  

Market-oriented reforms have led to major positive changes in Viet Nam. The 
liberalization of trade and the balance of payments (BOP) as an essential ingredient of 
the reform process have contributed significantly to Viet Nam’s economic growth and 
development. The financial and currency crises in the 1980s and especially the Asian 
crisis in the 1990s, nevertheless, showed that the process of BOP liberalization, if not 
properly implemented, could also involve risks.1  

                                                 
 
1 There has been extensive literature on the nature of the BOP and financial crises. Though being different in 

terms of strengths, current account (CA) deficit and its financing, and the degree of capital account (KA) 
openings and their composition, these crises share some common causes such as inefficient investments, 




