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http://www.moi.gov.vn/EN/News/detail.asp?Sub=123&id=24312;
http://www.posco.co.ke/homepage/docs/en/info/press/s91c1010015Lsp;
http://www.essar.com/steel/pr/2007_02_12.htm;
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Abstract

The Change and Prospect of

Vietnamese Steel Industry:
The Effect of the Open Door Policy

Ra, Hee-Ryang
(Economist, POSCO Research Institute)

The purpose of this study is to examine the change in Vietnamese steel
industry using the economic theories —theories of comparative advantage and
infant industry protection. Each theory asserts the free and protective trade
policy respectively. It is believed that the Vietnamese steel industry changes
the path from protective trade policy to free trade policy. The change seems
to be consistent with the economic reform and open door policy of
Vietnamese government, so called Doi Moi policy. This study discusses both
theoretical and practical issues concerning the development of steel industry
of Vietnam.

For the study, first we see the current Vietnamese steel industry and its
characteristics. Then we look into the policy for steel industry and trade
theories to apply them to Vietnamese steel industry. In general, for latecomer
developing countries like Vietnam, international economic integration is both
an opportunity and a challenge. Strong foreign influence acts as great
pressure and incentive to change, and if this influence is properly guided

and utilized, the country can enter a new age of dynamism and prosperity.
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However, facing this powerful force without adequate preparations is risky
and may lead to macroeconomic instability, social strain and nation wide
crisis.

The government policy to develop the steel industry follows infant
industry protection oriented policy before 1995. However, the feasibility of
import protection for latecomers is constrained by accelerated international
integration. Then, Vietnamese government gradually adopts comparative
advantage oriented open door policy after mid of 1990s. Finally, after around
2007, more large-scale projects funded by foreign capital have been proposed
which means the open door policy is matured. The new phase demands that
the government takes new approaches such as promoting competition and
controlling the trade liberalization process, evaluating proposed projects with
foreign investment, and expanding the role of business associations.

The development of Vietnamese steel industry through open door policy
seems to be inevitable. However, its manner and timing must be carefully
designed in order to maximize the benefits and minimize the costs for the

development of steel industry.

Keywords: Doi Moi policy, Vietnamese steel and iron industry, step-by-step
approach, go upstream fast approach, theory of comparative
advantage, theory of infant industry protection, integrated

steelworks, attraction of foreign direct investment
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