
T
he government of Vietnam
is among the many that have
rushed to negotiate trade
concessions following the
announcement by US

President Donald Trump of a 90-day
pause on the reciprocal tari�s imposed
on them, on top of a base 10 per cent
tari� hike. There is no way the country,
like many others, can absorb the
proposed 46 per cent hike in imposts
and stay on its current growth and
development trajectory.

There is one di�erence, however.
Vietnam is, along with China, one of two
countries in Asia that made the
transition from a largely state-led and
centrally coordinated growth path with
minimal dependence on Western
markets, to one that is market friendly
and export oriented. Like China, it also
managed to ensure rapid growth
averaging upward of 6.5 per cent per
annum for almost four decades since it
launched on reforms in 1986. 

Crucial to that success in both
countries has been a rapid increase in
manufactured exports to Western
markets. The result has been a
significant increase in per capita income
and huge reductions in poverty.

Yet, while China, having followed a
similar trajectory, chose to stand up to
the US and retaliate with tari�s on
imports from that country, Vietnam
seems eager to avoid any confrontation.
It has in fact rushed to start negotiations
and o�er any concessions it can to
placate the Trump administration and
stall the tari�s imposed on its exports to
the US. 

A longer history of central planning,
an early diversification into
manufacturing even before reform, the
technological capabilities that endowed
the system, and the benefit of a large
domestic market because of its
geographical size and large population
are important factors explaining China’s
response. 

By contrast, the relative weakness of
Vietnam could be explained by the
nature of its development trajectory, the
limited nature of economic
diversification, and an overdependence
on exports to a few markets, especially
the US market.

EXPORT SURGE

The role of exports in Vietnam’s
economic growth is evident in the rise of
the ratio of goods exports to GDP, from
just 3 per cent in 1986 to 60 per cent two
decades later in 2006. While that ratio
hovered around that level till around
2013, it rose again to cross 90 per cent in
2022, before settling at 82 per cent in
2023. 

That reflects the huge dependence of
the country on exports. One redeeming
feature has been the nature of those
exports, with the share of

manufacturing in the total rising from
around 71 per cent in 2000 to 90 per cent
in 2020. Vietnam has moved out of
dependence on primary product
exports.

However, these aggregate figures
conceal some disquieting trends. To
start with, despite the many years of
export market engagement and success,
Vietnam’s exports are characterised by a
high degree of concentration by
destination. 

Two countries, the US (28 per cent)
and China (20 per cent) accounted for as
much as half of the exports from the
country, even in 2023. Within exports to
the US, which is threatening punitive
tari�s, the commodity-wise
composition also reflects concentration
and unusual changes (Chart 1). 

In 2001, exports to the US were
dominated by Fishery products (46.8 per
cent), Crude oil (22.8 per cent) and
Footwear (11.2 per cent), which

together accounted for more than 70 per
cent of exports to that country. That is,
primary products and traditional
manufactures dominated. Interestingly
Apparel and clothing accounted for less
than 5 per cent of exports that year. 

By 2011, Apparel and clothing exports
came to account for 49 per cent of the
total and Footwear for another 13.8 per
cent. Together with Articles of wood
(10.2 per cent), this set of three
commodity groups accounted for 73 per
cent of exports. 

Meanwhile, the share of Fishery
products fell to 8.4 per cent. Despite
diversification, commodity-wise export
concentration continued. This was the
case in 2021 as well, when Electronic
parts and Computers accounted for 24
per cent of exports, with Apparel,
Fishery and Wood articles together
accounting for another 60 per cent. 

Diversification was accompanied by
persisting concentration, as far as

exports to the US are concerned. It is
these exports that Vietnam will have to
protect from the potential ravages of the
Trump tari�s.

But this is not the only cause for
concern. The other issue is that, while
China is the second most important
export market for Vietnam (20 per cent
in 2023), it also is the principal source of
imports. China accounted for 22 per
cent of imports followed by South Korea
(8.75 per cent) at a distant second. The
noteworthy feature is that these
imports, as well as those from
elsewhere, were crucial inputs in export
production.

This comes through from the
composition of imports (Chart 2). In
2001, Petroleum oils accounted for a
third of imports into Vietnam from
China. These were likely being
re-exported with limited processing. 

In 2011, in tandem with the rise in
apparel exports, imports of Textile
Fabrics accounted for 20 per cent of
imports from China, and that figure
remained at a significant 17 per cent in
2021 as well. 

Over these two decades, the share of
Electronic parts and Computers in total
imports from China rose from 3.3 per
cent (2001), to 16.3 per cent (2011) to
41.9 per cent in 2021. Vietnam’s exports
success was based on its plugging into
value chains and serving as an export
platform for goods processed or
assembled based on imports of
intermediates (and capital goods and
technology) from abroad. 

TRADE BALANCE

One consequence was that Vietnam’s
exports and imports moved in tandem,
with export success not leading to a
positive trade balance till 2013, and the
trade surplus even after that being small
(Chart 3).

Serving as an export platform for
finished goods based significantly on
imported intermediates and capital
goods for growth implies that sustaining
a high level of exports is crucial, to
ensure that the total (even if not per
unit) of domestic value added is large
enough. Given the importance of the
American market to Vietnamese
exporters, this would mean that the
volume of exports to that country from
Vietnam must remain high.

This explains Vietnam’s eagerness to
come to a deal with the Trump
administration. But the issue remains as
to what Vietnam has to o�er to placate
the US. Tari� reduction cannot be a
solution. 

As part of its market-friendly,
export-oriented strategy Vietnam has
(especially following WTO
membership) already reduced tari�s
substantially. Weighted mean tari�s on
imports into Vietnam have fallen from a
peak level of 19.2 per cent in 1999 to a
low of 2.07 per cent in 2022, with the
corresponding figures for Manufactures
being 16.6 per cent (2001) and 0.8 per
cent (2022), and for Primary products
28.3 per cent (1999) and 2.0 per cent
(2022). That is little room left for
further reduction (Chart 4).

So, if negotiation is likely to work,
Vietnam would have to o�er major
concessions in the services areas
including in financial services, in which
the US sees itself as competitive. But
that would result in the entry of foreign
banking and financial firms and inflows
of financial interests and capital that can
significantly increase fragility. Excessive
export dependence clearly has its costs.

Vietnam’s
Trump tariff
headache
Excessive export dependence to fuel growth has made
Vietnam vulnerable to Trump’s irrational trade war

As Vietnam has
substantially cut its tariffs
since its entry into WTO,
it may be pushed by the
US to open up its services
sector, especially banking
and finance 
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ACROSS

01. Hazard, risk (6)

08. Alcoholic drink from

apples (5)

09. Thrust upon one

unduly (7)

11. Slimy, elusive (8)

12. Even, flat (5)

15. Take a short sleep (4)

16. Shrinking from 

notice (3)

17. Depravity (4)

19. Awry (5)

21. Great misfortune (8)

24. Temporary 

residence (7)

25. The Tempest spirit (5)

26. Start fire (6)

DOWN

02. Easy walk (5)

03. Horticulturist (8)

04. Poles, perches (4)

05. Room for action (5)

06. Move slowly sideways (4)

07. Salver (4)

10. Largest living land 

mammals (9)

12. Bathing beach (4)

13. Stirring implement, 

measure (8)

14. Run as river (4)

18. Used nose (5)

20. Enlist (5)

21. Reticent person; shellfish (4)

22. Was set, as table (4)

23. Bowl to pitch under bat (4)

ACROSS

01. It's not safe to get it from the garden (6)

08. Throw dice right at the end for scrumpy (5)

09. Old boy routed nothing out he could thrust

forward (7)

11. Piper going about in an underhanded way like 

an eel (8)

12. Flat for woman in the fifties (5)

15. Have a short time o� if it's not quite twelve (4)

16. Fairground attraction for the timorous (3)

17. Very bad way to be, back-to-front (4)

19. Invite eleven world leaders obliquely (5)

21. State, in short, friendship can be a disaster (8)

24. Temporary stay for the South on including a

day in France (7)

25. Shakespearean spirit is one shown in a 

production of Lear (5)

26. About 550 cattle start a fire (6)

DOWN

02. Am a university athlete, but non-u: stroll on! (5)

03. Green perhaps surrounds a short road with him

tending beds (8)

04. Retinal bodies cover two broad areas finally (4)

05. Room to manoeuvre south and manage the rest (5)

06. Little advantage in greed: generosity uncovers it (4)

7. Crockery carrier will attempt to hold last of china (4)

10. They don't forget to help as net is thrown for them (9)

12. Where Venetian bathers have cover and nothing 

more (4)

13. Culinary measure for pot as one turns it around (8)

14. Lupine creature turning up to run like water (4)

18. Fish one was nasally aware of (5)

20. Sign on the left one is right to alter (5)

21. A very reticent person will assert one has left (4)

22. Produced, like eggs, face-upwards (4)

23. White rose bowl thus (4)

EASY

ACROSS 1. Propitiates 8. Emporium 9. Near 10. Aster 13. Calf 16. Moon 17. Pier 18. Nets 20. Glean 24. Aver 25. Antidote 26. Greenhouses

Down 2. Rope 3. Paris 4. Truce 5. Tunic 6. Sentimental 7. Preferences 11. Twang 12. Raise 14. Aria 15. Coat 19. Serge 21. Lunch 22. Adieu 23. Pose

SOLUTION: BL TWO-WAY CROSSWORD 2673

NOT SO EASY
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L
ast year, the government
announced the Indian Web
Browser Development

Challenge and invited Indian
entities to develop an indigenous
web browser. The results were
recently announced, and Ulaa, a
browser developed by Zoho Corp,
won the top prize, beating 57 other
entries. 

Crowning a browser is the easy
first step. The di�cult summit to
scale is to gain widespread
acceptance in a market dominated
by browsers from big-tech firms
such as Google, Apple and
Microsoft. Can India's browser
meet the competition in its home
ground, even before taking on
competition outside India? 

India's browser market is
dominated by Chrome (89 per
cent), while Safari, Firefox and
Edge together account for 8 per
cent. This lopsided dominance
arises from their strong presence
in the PC and mobile operating
system (OS) space. Google
bundles Chrome with its Android
OS, Apple bundles Safari with
macOS, and Microsoft bundles
Edge with Windows. To disrupt
this market equilibrium without a
popular operating system in tow,
Ulaa or any other indigenous
browser would require much
more firepower than just the
Made-in-India tag.

At its core, Ulaa is not designed
from scratch but is based on
Chromium, an open-source
version of Google's Chrome
browser. Though Ulaa's core
strengths are privacy and data
protection, and it allows several
compartmental browsing modes,
these features alone do not make it
uniquely Indian. 

INDIAN LANGUAGES THRUST 

India needs browsers that can
bridge its diversity by adopting
Indian languages first. They must
o�er webpage translations on the
fly and allow seamless
text-to-translated-speech from
one language to another. Though
popular browsers allow some
automated translation, the user
experience is far from seamless.

Achieving this will be a long
haul and requires significant
investment in research in artificial
intelligence and machine
translation technologies. The
India AI Mission must work with
academia and industry to focus on
this goal as well. 

This goal will aid not just
browsers but other software made
for India. For Indian browsers to
compete, incorporating
localisation features that address

India's diversity is the key. Ulaa is
not the first browser to be made in
India. The earlier ones, Epic
(launched in 2010) and Veera
(launched in 2023), are yet to
challenge the dominant players
like Chrome as they lack
India-specific linguistic toolkits
and features. Unlike Epic and
Veera, Ulaa is in a better position
to challenge the leaders as it is
backed by Software-as-a-Service
major Zoho Corporation.

Launching a new browser is a
good start. Updating it as myriad
operating systems evolve will
require technical finesse and
financial muscle. Browsers earn
revenue through advertisements,
routing queries to specific search
engines, or cross-subsidising from
other revenue sources. It is
unclear how Zoho will maintain
commercial viability in the long
run. Enterprise editions can earn
revenue, but other sources might
also be required.

Recent data from the US
indicate that the volume of
internet tra�c originating from
apps already outstrips the tra�c
from browsers. Ulaa must chart its
course at a time when it appears
that the end of browser era, or at
least its transformation to a more
restrictive role, has begun. Despite
the current healthy market
revenues, this will be a long-term
challenge.

The first internet browser was
launched in 1991, and its source
code was released in 1993. With
several open-source browser
projects available for adoption, the
real test of today's browser is not
its core engine or design but
creating a local ecosystem around
it, making it commercially viable
and a popular tool across PC and
mobile platforms. These are
significant challenges for any
India-built browsers. It remains to
be seen if Ulaa can break new
ground on this front and dent the
$100 billion plus global market for
browsers.

The writer is a professor of physics at IISER, Pune.
Views expressed are personal
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The challenge is to create a local ecosystem 
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More PSU bank o�cers may be o� CVC purview
Public sector banks hope for more freedom in the days to come with the Ministry
of Finance strongly backing the industry’s demand for taking out more layers of
senior o�cers out of the purview of Central Vigilance Commission (CVC). The
Ministry would soon initiate further talks with the Commission to determine the
extent to which the unshackling has to be done during this round. 

Destination China for India Inc
The dragon seems to beckon India Inc. From 2001 onwards all the major Indian
companies have looked towards manufacturing bases, forays or tie-ups on
Chinese soil. Be it age-old Tatas, Birlas or new generation Narayana Murthys or
Azim Premjis. It doesn’t end there. Even NRIs are eyeing the chow — the largest
steel manufacturer in the world, Mr LN Mittal is setting up a $100 million steel
plant in the mineral rich Liaoning province. 

Posco to go ahead with Orissa project
South Korea’s Posco Ltd, the world’s fifth largest steel maker, said on Thursday it
planned to push ahead with a $10 billion investment plan to build a steel plant in
Orissa. 
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