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Vietnam: Virus Contained, Inequality Let Loose
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Vietnam won international praise for its response to COVID-19. But the country’s intensifying
capitalist restructuring may leave its people sicker and more impoverished.
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As of the first week of August, official records showed that 10 people had died of COVID-19
in Vietnam since the outbreak of the virus earlier this year. Up to then, the Communist
Party-led country of 97 million had been the pandemic’s standout containment star, holding
infections to just over 550 by July 31. While Vietnam’s achievement is good news, the
successful containment was a tactical necessity for a country whose export-oriented
economy, and the health system it helps fund, are increasingly dependent on a healthy if
underpaid workforce.

Kamal Malhotra, the United Nations Resident Co-ordinator for Vietham, says there are 10
key factors in Vietnam’s COVID-19 success:

“early action, excellent contact tracing, strategic and free testing, shutting
down flights [from bordering China, and later the EU and U.S.]..., mandatory
14-day free testing, food- and lodging-based quarantine for passengers on
arrival and for those asymptomatic and even for those twice removed from
infected patients, [a] whole-of government and whole-of-society co-ordinated
response with clear centralized decision-making authority, transparent real-
time public communication, good enforcement of measures, compliance by
[the] general public [and] an overall effective and largely free primary health
care system for citizens for COVID-19 related medical care.”

Malhotra tells me that, despite “a recent COVID-19 new wave based in the city of Danang,
which has now led to its first batch of deaths since the end of July,” he remains confident
that Vietnam, “using the strategies enumerated above, will bring this new wave under
control within a relatively short period of time.”

At approximately 1,000 to one, the ratio of COVID tests to infections in Vietnam is by far the
highest in the world. While, this was in part a response to concerns the country’s health care
system would not be able to handle a mass influx of patients, according to Malhotra there
was never any ambivalence that the health of the people was most important, and that this
would also then lead to a healthier economy in both the short and long run. The cumulative
cost of Vietham’s response in early July, at about 0.2% of GDP, is remarkable, and no new
debt has been incurred.

The Viethamese government’s socialistic response to the COVID-19 virus is unfortunately
exceptional. In general, the country has succumbed to the far more virulent virus of
capitalism for the past 25 years. Michel Chossudovsky, professor emeritus of economics at
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Ottawa University who has done field research in Vietnam, told me that a crucial factor in
Vietnam'’s transition to capitalism in the 1990s was the agreement it signed in 1993 with the
Paris Club of western creditor nations at U.S. insistence to repay the debt owed by the
puppet South Vietnam regime that the communist forces from both South and North
Vietnam defeated in 1975. The debt of $145 million would be repaid to the U.S. which had
set up the South Vietnam regime in 1955 and loaned it the money.

The U.S. invaded Vietnam in 1965 with half a million troops to support this proxy regime and
prevent its fall to communist armies. In the course of its eight-year genocidal war,
Washington killed three million Vietnamese (most of them civilians) and devastated the
country with massive bombing and the spraying of toxic herbicides. Inspite of this
incredible destruction, the U.S. lost the war. In 1993 then, in one of the cruelest ironies of
history, the U.S. was demanding that Vietnam pay for its own destruction and the killing of
its people by Washington.

“What is very important to understand” Chossudovsky emphasizes “is that
Vietnam paid war reparations to the United States instead of the other way
around.” This capitulation by the Viethamese communist government was
accompanied by its rush to implement economic reforms demanded by the
International Monetary Fund (IMF), adds Chossudovsky including “deregulation
of the grain market [in a largely agricultural rice-producing country], the
expansion of rice exports and privatization of the health and education
sectors.”

In exchange for this gutting of socialism and for Vietnam agreeing to pay reparations, the
U.S. “normalized” relations with the country in 1995, lifting the damaging trade and
investment embargo it had imposed on Hanoi and clearing the way for Vietnam to borrow
money internationally. Referring to the agreement that Vietnam would pay the U.S. the
$145 million, U.S. Treasury Secretary Robert Rubin said in April 1997, “This is a significant
step in the normalization of relations between our countries and the integration of Vietham
into the international financial community.”

This integration has been a painful one for many Viethamese people who have suffered
rising levels of inequality, exploitation, landlessness, environmental damage and official and
corporate corruption under the capitalist system. Hanoi’'s economic strategy focuses on
export-oriented industrialization, which consists of making Vietnam a cheap labour haven to
attract foreign investment made up mainly of Singaporean, Chinese, South Korean,
Japanese, Taiwanese and Thai factories in 18 Special Economic Zones (SEZs) in coastal
areas. Vietham’s main exports are electrical equipment, electronics, footwear, clothes,
coffee, leather and fish.

A major component of Hanoi’'s export-oriented economic model are 13 bilateral and
multilateral free trade agreements including the Comprehensive and Progressive Agreement
for Trans-Pacific Partnership (CPTPP), which came into effect in December 2018 and
comprises 11 countries (Canada, Japan, Chile, Australia and Mexico and others), and the
European Union-Vietnam Free Trade Agreement (EVFTA), which took effect August 1.
Vietham became a member of the World Trade Organization in 2007 with support from the
George W. Bush administration. As China-U.S. relations worsen under leadership of
presidents Trump and Jinping, many Western firms with production in China are looking to
move into Vietnam.



Angie Ngoc Tran, a professor of political economy at the California State University
Monterey Bay who specializes in historical and contemporary labour movements in Vietnam,
tells me workers “who toil in the export-oriented industries,” such as textiles, garments,
shoes and electronics, have not fared well during this period of neoliberal restructuring.
There is only one state-mandated labour federation in the country and Vietnam only last
year ratified ILO Convention 98 on the right to organize and collective bargaining. Free
speech is also curtailed in the country.

“Overall, wildcat strikes are still going on with complex reasons, increasingly
with broader political and economic concerns,” says Tran. “Many strikes still
occur in foreign-invested companies, which often fail to comply with terms of
labour contracts, including [committing] wage thefts and shirking benefit
contributions such as mandatory social insurance contributions. [The foreign
companies] also fail to publicly announce wage rates and give no paid
vacations.”

Tran calls Vietnam’s SEZs “Special Exploitation Zones” designed to entice foreign
investment in manufacturing. Minimum wages in the country range from US$132 to US$190
per month, which Oxfam points out is far below the living wage for the region. The Vietnam
General Confederation of Labour (VGCL), the official and only trade union central in the
country, complained in April 2013 that wages only covered 50% of necessary spending for
workers. Most urban workers “were destitute and physically wasted away,” said the VGCL.
“They rent cheap, shabby rooms and cut daily expenses to a minimum [and] suffer serious
malnutrition and other health risks.”

The SEZs have also increased poverty and inequality in the countryside. According to Nick
Davies, a journalist for The Guardian (U.K.) who visited Vietnam in April 2015,

“Millions of farmers have been driven off their land to make way for factories or
roads. In the early ‘90s, nearly all rural households (91.8%) owned land. By
2010, nearly a quarter of them (22.5%) were landless.”

A 2017 Oxfam report on Vietnam expressed alarm at how great the economic gap had
become between richest and poorest. “The richest man in Vietham earns more in a day than
the poorest Viethamese earns in 10 years and his wealth is so great that he could spend $1
million every day for six years before exhausting it,” said the report, which identified 210
superrich individuals with more than U$30 million each and a total fortune of about U$20
billion (12% of Vietnam’s GDP). Many of these nouveau riche got that way by “taking
advantage of loopholes in the governance system,” wrote Hanoi-based journalist Tran Le
Thuy in the Nikkei Asian Review in March 2019. Some are former bureaucrats appointed to
lead privatized state services (a phenomenon Canadians will be familiar with from the
Mulroney years).

In her article, Le Thuy quotes former Vietnamese president Truong Tan Sang, who wrote in
the country’s People’s Daily newspaper that corruption is worse now than it has been in the
Communist Party’s 70-year history.

“There is collaboration between those in power and rent-seekers to abuse
state policies,” he wrote. “They arrange business deals that benefit some
individuals and groups greatly, but cause immeasurable damage to the state



budget and disrupt the economy.”

In addition to the maltreatment of workers, most of the SEZs are also characterized by “poor
performance and mismanagement, accompanied by severe environmental degradation and
land waste,” according to Nguyen Minh Quang, a geopolitics lecturer at Can Tho University
in southern Vietnam. Protests have forced the government to suspend its plans to add more
of these low-wage, low-regulation export processing zones. In June 2018, thousands of
people demonstrated in large towns in six provinces against the government’s attempt to
pass a draft law that would set up three new SEZs benefiting mainly Chinese companies.
Workers also went on strike in two provinces.

The protesters were concerned about “losing national sovereignty to China,” says Tran,
noting the 99-year leases proposed for companies in the draft legislation. They also raised
questions about further environmental damages for which foreign companies are already
notorious in Vietnam. “If this law is passed, unchecked toxic industries and ambiguous union
protection will endanger generations of Vietnamese workers and their families and the
environment for everyone,” warned Tran in a July 2018 article. The government has backed
off its intentions to introduce the draft law in the National Assembly for the time being.

A quarter-century of capitalism has landed Vietnam in a low-income, low-technology trap
from which there appears no easy way out. As Tran puts it, in a 2015 article, “Vietnam’s
position in the global supply chain has exposed firms to low value-added assembly
operations and workers to non-livable wages, sub-standard working conditions and a vicious
cycle of underdevelopment and poverty.”

Tran gives the example of electronics, the leading export industry in Vietnam. The foreign
multinationals that dominate the sector could transfer technology and skills to local
Vietnamese companies if they made the latter their suppliers. But U.S. and Asian electronics
companies in Vietham “are assembly plants that use imported raw materials and do not
connect to the local economy.”

This situation is partly due to the fact that unlike in China and South Korea, the Vietnamese
government has not implemented a national industrial policy geared toward knowledge and
technology transfer so that Vietnam could move up the industrial development ladder. Add
to this the massive negative impact of COVID-19 on world trade and Vietham’s economic
model could be facing a bleak future.

Vietnam’s second biggest export industry is clothing and its largest customer the United
States, whose economy contracted by a record-breaking seasonally and inflation adjusted
rate of 32.9% in the April-June quarter due to the COVID lockdown. Given the situation, the
U.S. is unlikely to increase and may not maintain the level of clothing imports from Vietnam,
which had increased 16% from 2019 to early 2020. If President Trump wins the U.S. election
in November, he may choose to see the U$55.8 billion trade deficit with Vietnam (for 2019)
as a problem.

*

Note to readers: please click the share buttons above or below. Forward this article to your
email lists. Crosspost on your blog site, internet forums. etc.

This is an expanded version of the article published in the September/October 2020 issue of
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the Canadian Centre for Policy Alternatives Monitor here.

Asad Ismi is an award-winning writer and radio documentary-maker. He covers international
politics for the Canadian Centre for Policy Alternatives Monitor (CCPA Monitor), Canada’s
biggest leftist magazine (by circulation) where this article was originally published. Asad has
written on the politics of 70 countries and is a regular contributer to Global Research. For his
publications visit www.asadismi.info.
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