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Abstract 

For China, the aspiration to great power no longer seems out of the question 

and this has actually a significant impact for neighboring Southeast Asian states. 

For this reason, there have been noticeable attempts in recent International 

Relations scholarship to introduce the concept of ‘hedging’ as a popular and 

fundamentally dynamic strategy for them. This thesis argues that the choice of 

Vietnam’s hedging strategy is appropriate so as to manage its relations with 

China, but has not yet protected Vietnam’s national interests completely. This 

thesis examines three of four key components of this strategy: economic 

pragmatism, hard balancing and soft balancing. By considering and reassessing 

these elements, the study finds difficulties that interfere in the implementation 

of Vietnam’s hedging. Furthermore, it incorporates an analysis of a case study 

in the economic realm, Greater Mekong Sub-region (GMS) in supporting the 

perceptions of economic pragmatism. Ultimately, it concludes that though 

Vietnam gains certain interests after adopting hedging strategy, those 

achievements produce new risks of national security that might increase more 

pressures for the country in dealing with the South China Sea (SCS) disputes. 

 

Key words: Vietnam’s hedging strategy, economic pragmatism, direct engagement, hard 

balancing and soft balancing. 

  



 

摘要 

对于中国来说，对大国的渴望不再是这个问题，对邻近的东南亚国家实际上是有重大

影响的。因此，近期国际关系奖学金已经引人注目的尝试，将“对冲”理念作为一种流

行和根本的动态策略。本论文认为，越南对冲策略的选择是适当的，以便对付与中国

的关系，但尚未完全保护越南的国家利益。本论文探讨了这一战略的四个关键组成部

分：经济实用主义，硬平衡和软平衡。通过考虑和重新评估这些因素，研究发现了妨

碍越南对冲实施的困难。此外，它还分析了大湄公河次区域（GMS）在经济领域的案

例研究，以支持对经济实用主义的看法。最终得出结论，尽管越南在采取套期保值策

略之后获得了一定的利益，但这些成就产生了国家安全的新风险，这可能会加剧该国

在处理南海争端方面的压力。 

键词:越南的对冲策略，经济实用主义，直接参与，硬平衡，软平衡。
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1. INTRODUCTION 

In the post- Cold War era, Vietnam is no longer dependent on any single major 

power. The country is now free to establish its own foreign policy. Nonetheless, 

Vietnam must always take its northern giant neighbor into account given geopolitical 

realities, the demand on economic reform and the alleviation of the post-Vietnam War 

socioeconomic crisis that threatened the survival of the Vietnam Communist Party 

(VCP). 

It has been argued elsewhere that after the disintegration of the Soviet Union, 

Vietnam pushed for normalization of relations with China owing to elements within 

the VCP and the necessary of border security and stability in promoting its own 

economic growth. As a result, in November 1991, the leaders of the two countries 

agreed to put the historic issues aside and made normalization that ensures rights and 

interests of both nations, so that upholding peace, cooperation and development 

(Kenny, 2002a). Since then, the friendship and relations of mutual benefits between 

the two countries have developed both in width and depth in all fields bringing about 

practical benefits to both sides. The relations are based on the motto of Sixteen Word 

Guidelines: “friendly neighbourship, comprehensive cooperation, long-lasting 

stability, and future vision” and the Four Good Principles: “good neighbourship, good 

friends, good comrades, and good partners” (Vietnamese Ministry of Foreign Affairs, 

2010).  

 Le (2013a) explained Vietnam’s normalization of relations with China as an 

evidence of the influence of domestic politics on Vietnamese foreign policy. He 

argued that the normalization was the VCP’s top foreign policy goal in order to 

contribute to the success of the Doi moi (renovation) policy of 1986. Consequently, 

changes in Vietnam’s China policy during the late 1980s were a product of the VCP’s 
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domestic agenda of “promoting economic reform and regime survival” (Storey, 2011, 

p. 110). 

During the 1990s, however, China continued to carry out aggressive activities 

towards Vietnam that were unfavorable to Vietnam economic reform and harmful to 

its sovereignty and national security. For example, in 1997, Chinese drilling rigs 

entered another disputed area in the Gulf of Tonkin, causing massive protests in 

Vietnam until China withdrawal the rigs. By the end of the decade, disputes in the 

Gulf of Tonkin and the Sino-Vietnamese border were resolved. However, the 

contented claims over the South China Sea (SCS) have not been resolved since the 

differences still exist between Vietnam and China. Indeed, both China and Vietnam 

have been trying to deter the other from taking control of the oil and natural gas 

deposits in the SCS. It should also be emphasized that no one wants any country to 

gain military control over the commercial waters (Stratfor, 2007).  

In the 21st century, despite peaceful resolutions in terms of the Gulf of Tonkin 

as well as exclusive and common fishing grounds, tensions started in 2005 over 

territorial disputes in the SCS. Most recently, the bilateral relationship was affected 

seriously since China moved the rig 981 into the exclusive economic zone and 

continental shelf of Vietnam to explore “illegally” in May 2014. In addition, the rise 

of China in recent years presents Vietnam a myriad of challenges and opportunities 

that are clouded by uncertainties. In spite of the emphasis of a benignly rising China 

from its government, Vietnamese policy-makers still are aware of Chinese domination 

and uncertainty of what a rising China really wants to do in the international system. 

As the weak party in the relationship, if Vietnam misconstrues China's actions, the 

country may be at risks. What is more, China has a significant role in the strategic 

calculations towards Vietnam, given China’s massive geographic and demographic 
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size relative to the region. However, Vietnam also plays a critical part in China’s 

foreign policy strategy since China is constantly seeking to secure its periphery and 

prevent future encirclement along its borders. As a result, Vietnam has been managing 

its relations with the giant neighbor - China mainly by employing hedging strategy, 

according to experts. 

Until now, hedging is still a logical option for not only Vietnam but other 

regional countries in order to manage China’s aggressive behavior. Even though there 

were many studies on hedging strategy of regional countries, a few discussed 

Vietnamese hedging strategy. Additionally, most of them only focused on the 

meaning of “hedging” and/or why the strategy is considered as a judicious choice for 

Vietnam. Hence, concerns of the management of Vietnam hedging strategy deserve 

an assessment in need. 

The main purpose of this study is to contribute to existing literature on how this 

strategy reinforces Vietnam’s relations with China, what its challenges, complexities, 

and constraints, potential implications are. Thereby, my argument is that given an 

assertive, aggressive and powerful neighbor as China, the choice of Vietnam’s 

hedging strategy is appropriate but has not yet protected Vietnam’s national interests 

completely. 

 

1.1. Research Question 

This thesis is to address the question of which strategy has brought many benefits in 

maintaining stable Vietnam’s relations with a dominant China in the 21st century. The 

arguments are made up of the employment of balancing, bandwagoning or hedging 

strategy towards China by Vietnam. Nonetheless, due to Chinese increasing economic 

and military power which is considered as one of the key attributes of the emerging 
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international order, it is believed that Southeast Asian nations have been adopting 

similar strategies with Vietnam against the growing Chinese assertiveness. Therefore, 

this study attempts to interpret concretely why Vietnam has considered itself as a 

hedger against China over the past decade and presents a timely assessment of policy. 

Besides, this study introduces four components which underline how Vietnam has run 

this hedging strategy, and applies them for an analysis of two cases in Vietnam – 

China relations. 

Confronting with various issues created by China's aggressiveness regarding the 

South China Sea disputes, the Vietnamese government changed its policy toward 

China. After recognizing the potential implications of old strategies- balancing and 

bandwagoing, hedging is described as a judicious choice to manage the threat posed 

by China because of history experience, political factors, developments in Vietnam’s 

foreign relations and international context, economics characteristic and strategic 

culture. Once the strategy is decided, related governmental bodies will run the 

strategy through four components: economic pragmatism, direct engagement, hard 

balancing and soft balancing (Le, 2013b). Because it's not easy to reveal certain 

achievements in the short time, after implementing the strategy over a period of time 

Vietnamese leaders also need to assess whether the strategy produces results as 

expected. Since this thesis puts more emphasis on the degree of success in applying 

hedging vis-a-vis China, I will take a case study to have a clearer evaluation. Based 

on findings, if the government so far has not operated the strategy successfully, it is 

necessary for reviewing and/or regulating components of hedging. In fact, Vietnam 

has not effectively run the hedging strategy. Given the changing context; domestic 

changes, president of the Philippines tilts toward China, the era of U.S. president 

Trump without the so called "pivot to Asia", this may help leaders of Vietnam re-
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orientate their strategy. Of course, being a hedger is rational approach towards China, 

but chronology issues regarding Vietnam and China deserve more attention. 

 

1.2. Literature review 

Given China’s re-emergence in military and economic ability with aggressive and 

assertive behaviours, Vietnam and other states attempt to find long-term policies to 

thwart Chinese ambitions which may damage their sovereignty, territorial integrity, 

and political and economic autonomy. There have been various approaches, but which 

is the best option? A number of scholars have strived to answer this question, arguing 

that those countries have applied either balancing, bandwagoning or hedging towards 

a giant China. 

 In Alliances: Balancing and Bandwagoning, Walt (1987a) defines balancing 

and bandwagoning strategies as the best solution that help states to deter current risks. 

He develops three crucial hypotheses on the phenomena of balancing and 

bandwagoning and what motivate such behaviours. Ross (1999) argues that small 

countries must either balance against China or reconcile it. Accordingly, Asian 

countries need to make an accurate decision on seeking cooperating with either the 

United States or China when a sharply bipolar power division of the United States and 

China has emerged in East Asia region. It also presumes that the power of state is the 

influential factor of how states embark on another one. Similarly, some conclude that 

in responding to China’s resurgence, Southeast Asian states should either balance 

against China by allying with other stronger powers, or coordinate with Beijing 

(Stuart-Fox, 2004).   

 Le (2013b) shows that Vietnam’s China policy after normalisation is “a multi-

tiered, omni-directional hedging strategy” and explains this new strategy as a 
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perspicacious choice for Vietnam to manage its relations with China after examining 

it in many different cases. Besides, his study focuses on the role and impact of four 

major components of this strategy: economic pragmatism, direct engagement, hard 

balancing and soft balancing; then discusses how Vietnam has developed the hedging 

strategy towards China since normalization. The author also foreshadows challenges 

for Vietnam in conducting efficacious strategy. Nevertheless, despite the author’s 

positive assessments of strategy, cautions need to be exercised. One should not 

assume that economic relations between Vietnam and China have been managed and 

they might boost a higher level of Vietnamese economic interdependence. In the 

contemporary Vietnamese context, if the economic interdependence sustains 

continuously, the political autonomy of Vietnam cannot be secured completely. 

Moreover, national security will be damaged significantly because the increasing 

tensions from the SCS dispute, especially after the issue of HD 981 oil rig. A 

drawback of this research is that the effect of strategy has not yet been determined. 

This may be because not any foreign policy produces the desired effect immediately 

after the application. Therefore, it may take very long time before final assessments 

can be made. 

 In Hedging China? The Meaning of the ASEAN Member States’ Interests in 

Forging their Policies Towards China, Dobkowska (2014) also mentions that the 

strategy some countries chose most frequently toward China is “hedging”, and 

clarifies key interests that influence countries’ policy on China. While the study 

provides valuable information regarding the process of forming the ASEAN 

behaviour towards China, it has not yet explored Chinese response towards them. In 

short, however, the article only revolves reasons or benefits that impact on choosing 

“hedging strategy”. 



 

7 

 

Colberg (2014) presents a new method for understanding hedging clearer – the 

three-dimensional approach and two case studies of Vietnamese foreign policy 

(bauxite mining in the Central Highlands and the open port policy of Cam Ranh Bay). 

It is unlike Le (2013b), this study uses different ways to explain “hedging” with 

specific illustrations. Meanwhile Le (2013b) considers “historical experiences, 

domestic and bilateral conditions, as well as changes in Vietnam’s external relations 

and the international strategic environment” as main stimuli to decide final policy 

towards China, Colberg (2014) explains hedging only by three-dimensional approach: 

domestic, foreign and sectoral. Additionally, the policy implications and 

recommendations that Colberg offered are valuable. However, the effect of strategy 

has not been mentioned. 

In summary, most recent researches have focussed on why hedging strategy is 

chosen as an indispensable tool for Vietnam in dealing with China’s expansionism. It 

may therefore be advantageous to also investigate the effects of the strategy in light of 

the process of strategic development from 2006 to 2016 and assess critically debates 

regarding emerging or unsolved issues between Vietnam and China in economic and 

security sphere. Therefore, future research would be helpful to look into whether or 

not hedging strategy is effective in reality. This question has been surprisingly 

neglected until recently, as the majority of the literature on hedging has focussed on 

reasons for choosing hedging and how it has been developed. To appreciate the 

effects of hedging strategy, Vietnam must examine, in detail, the different spheres that 

the strategy has been applied to investigate this topic. 
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1.3. Concept of hedging 

For each country, foreign policy is made to preserve a range of goals and to choose 

the suitable policy accordingly. It may depend on the historical experience of country 

with the other, and/or that nation’s current context. For instance, a small state like 

Vietnam usually combines engagement and deference because it is helpful to expand 

economic ties as well as enhance military exchanges but the country still maintains its 

independence and autonomy. However, it sometimes uses hard and soft balancing 

policy to contain Chinese threats; yet hard balancing might not be encouraged in a 

long term as it is costly. Despite this, the general strategy of balancing is the most 

common choice for small state such as Vietnam. Nevertheless, since China’s 

emergence as a superpower in recent decades has intensified anxieties in the Asia-

Pacific region, “hedging strategy” has become a buzz word in making foreign policy 

in many nations. In fact, hedging behaviour is the norm of international relations in 

which it is argued that countries adopt a kind of insurance policy in order to build 

military relationships with other countries and simultaneously avoid perpetrating 

confrontational stances toward other states. Some other scholars argue that pursuing 

hedging behaviour by some countries in the Asia-Pacific region is mounted 

integration and engagement along with balancing strategies in the external security 

cooperation. A good example for this assumption is that Japan’s increasing economic 

and security collaborations with Vietnam and the Philippines in order to hedge against 

China in terms of territorial disputes with him.  

Notwithstanding, hedging may create “a geopolitical insurance strategy” which 

allows a state to constrain as well as diminish the threats from the regional powers 

without confronting them. In practice, it simultaneously empowers this nation to 

manage cooperative and competitive policies to guard against another state that is in 
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ascendance (Medeiros, 2005). Whilst security benefits may be considered as a reason 

why many countries in the Asia-Pacific region recently pursue hedging policy, it is an 

unsatisfactory interpretation for strategic hedging that occurs when China’s unceasing 

efforts have been increased dramatically in seeking military modernization, economic 

development and power projection ability.  

More broadly, Goh (2006) identifies “hedging” as “a set of strategies” in case of 

contingencies in which “states cannot decide upon more straightforward alternatives 

such as balancing, bandwagoning, or neutrality” (p.1). Instead of doing this, they 

should avoid selecting one side at the expense of another by promoting a middle 

position. In spite of trying to pursue hedging, some assume that it is not easy to 

cultivate a middle ground. Rather, countries take opposite positions. Hemmings 

(2013) insists that the basic assumption of hedging means states both prepare for the 

worst and the best by reinforcing a large and powerful military ability, strengthening 

as many alliances as possible and building many trade ties, diplomatic links, binding 

multilateral frameworks. 

In general, hedging can be elucidated as a strategy in which a country 

simultaneously pursues several different and, sometimes, contradictory policies 

toward other countries, in order to avoid a sole strategic consideration. Hedging 

strategy has been chosen under the uncertainty of the future, in which people do not 

know how the behaviour of the other countries will look like. For example, hedging 

strategies may include both competition and cooperation, both prevention and 

deterrence, factors for taking the benefits of collaborative relationship, and preventing 

the strategic risks in future from the partner countries. 

With a giant neighbour like China, Vietnam has been experimenting various 

policies which may help in understanding its giant friend better and find out the most 
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appropriate strategy to manage its assertive behaviour in recent years. As such, 

hedging is chosen as Vietnamese final card to vis-à-vis China because it provides 

Vietnam with the far more flexibility to tackle China’s uncertain behaviour in the 

future while enabling Vietnam to gain meritorious outcomes out of the present 

relationship. Hedging strategy requires a flexible implementation of bandwagoning 

and balancing. If hedging is not considered in Vietnam’s China policy, the likelihood 

of the detriment to national security and interests (sovereignty, territorial integrity, 

political and economic autonomy) would be very difficult to prevent. 

 

1.4. Theoretical framework: Hedging strategy 

In terms of small and medium-sized states’ foreign relations, the great powers set out 

perceived as a great risk to their national survival and autonomy, mainstream theories 

of International Relations (IR), especially Realism offer useful lenses through which 

statesmen  might better analyze the core issues of the relationship, and then find out 

the most comprehensive approach to cope with problems. 

The fundamental tenets of realism centered upon the anarchical nature of the 

international system where states are self-centred and tend to pursue their own self-

interest. In relation to “self-interest”, these countries are self-reliant and are provoked 

in seeking more power to ensure security in an anarchic world. More importantly, the 

“survival” factor in realism is the main concern of all nations in which they need to 

establish a strong military capability resulting in the security dilemma. This might be 

because of uncertainty of adversary’s real intentions, and then states are forced to 

pursue military edge.  

Given the recent complexity, countries face no larger strategic challenge, 

tensions or potential risks in the coming decades than that posed by the rise of China. 
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Indeed, the rise of China has been affecting security and national interests of many 

small countries in the region. Unfortunately, these states cannot protect those things 

by themselves. To improve upon the situation, theories of Realism suggest important 

approaches: balancing against the most aggressive country; bandwagoning with it; or 

hedging against it.  

Normally, a small country can curb a threatening state through internal balancing 

by building up defensive force or external balancing by entering into alliance with 

other great powers who could help to deter the aggressive power (Mehmetcik, 2015). 

Some theorists categorize balancing strategy into hard and soft balancing which is 

really only a difference of degree. Hard balancing means smaller countries strive to 

build their military proficiency so as to match the capability of the threatening power. 

Whilst they consolidate their military ability themselves, they could also establish ad 

hoc cooperative exercises, and/or collaboration in regional or international institutions 

(Pape, 2005; Paul, 2004). Despite the fact that hard balancing is assumed the most 

common choice for small states, it might be not encouraged in a long term as it is 

costly and limits “diplomatic flexibility” (Sherwood, 2016).  

However, in general, if balancing is the most likely chosen strategy, powerful 

countries might align with others to counteract. Practically, any country who wants to 

dominate others will actually attract opposition. This is because weaker states might 

not be easy to let stronger states threaten their own self-interest. Interestingly, this is 

also true to the case of threatening countries, and thus, the fear of alliance will 

decline. For this reason, in a balancing world, statesmen will not exhort an aggression 

because they can foresee a resistance. Therefore, policies which curb the 

aggressiveness and assertiveness of powerful countries may be the best because they 

can minimize tensions and pressures those countries pose to weaker ones.  
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Yet, although the mighty evidences show that the support of balancing in the 

past, “the opposite response is more likely widespread” (Walt, 1987a). Thompson 

(1977) has said that “Momentum accrues to the gainer and accelerates his movement. 

The appearance of irreversibility in his gains enfeebles one side and stimulates the 

other all the more. The bandwagon collects those on the side-lines.” The 

bandwagoning policy is really a popular approach for small countries seeking to 

neutralize or avoid conflict with stronger powers. If a small country considers 

bandwagoning policy, it will have to pay deference and accept a lower status in the 

relationship with a stronger power. In return, it receives the guarantee of security and 

economic benefits. Bandwagoning may be an effective defence way in which 

statesmen can seek to “increase military budgets” (Walt, 1987a), and thus, their 

nation’s military capability might be upgraded. It may also be, however, offensive 

when small states try to profit by “aligning with the other side” (Sherwood, 2016). 

Hence, bandwagoning is described as the smaller state’s political and military 

alignment with more powerful state to avoid being attacked (Walt, 1987b). On the 

other hand, it is also chosen by small countries with the hope of always gaining 

economic interests from its relationship with the stronger one (Schweller, 1994). In 

fact, statesmen cannot easily predict the intentions of countries and the decisions on 

economic, political and security policies are correlative drivers in a nation’s foreign 

policy. Thus, when a smaller country tries to establish good relations with a more 

powerful one only for economic fruits, it could be argued that this policy has security 

implications for the previous strategy as well (Le, 2013b). Le (2013b) explained that 

this may be due to smaller countries’ desire of changing perceptions of greater power. 

Accordingly, if a small country attempts to intensify a favourable relationship with 

the greater power, it will “encourage the greater power to view the smaller state as a 
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friendly partner” (Le, 2013b). According to liberal peace theorists, a favourable 

bilateral relationship may also provide many economic benefits for the stronger power 

as well, thence deter it from taking aggressive action against the smaller one in case it 

is pushed into strategic relations with rival powers (Gartzke, Li, & Boehmer, 2001; 

Maoz, 2009; Oneal & Ray, 1997). In other words, as far as bandwagoning is 

concerned as economic gains, this choice may affect security of small states. 

Nevertheless, bandwagoning strategy probably is much more challenge. When 

small countries intend to ally with the threatening ones, it might put itself at risk 

because they will increase their dependence on those states. This could be aggravated 

if the influential powers appear both strong and potentially aggressive. It should be 

noted that the real goal of small countries in choosing bandwagoning is to reduce 

clashes and to reinforce their relationship with powerful countries aiming to ensure 

their national security. Unfortunately, this choice puts small countries at a 

disadvantage and under the influence of powers. As a result, a small country may gain 

security, but it would have to accept to give up other things. Moreover, those who are 

cornered, they will be more inclined to fight back by using force. When such a 

conflict happens, it will be extreme because a defeat may be the decline of one side 

and the dominance of the other. If policy-makers believe that bandwagoning is used 

widely, the tendency to use force is true for the both former – aggressors and the latter 

– status quo powers. While the former in the past use force because they assume that 

other will not be able to balance against them and they can form an alliance with them 

through “belligerence or brinkmanship”, the latter choose it due to the fear of their 

adversary’s attainments created by appearing powerful and adamant (Liska, 1962). 

Eventually, both balancing and bandwagoning strategies are dangerous, because 

once policies that work for one case it will be counterproductive in the other. If a 
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small country use the balancing policy in a bandwagoning world, their humble 

responses and disregard of threats will encourage their allies to leave them isolated 

against an overwhelming coalition. Conversely, following the bandwagoning in a 

world of those who regularly employ power and threat - balancers - will lead others to 

against you more and more vigorously (Jervis, 1976). Therefore, forms of balancing 

and bandwagoning are difficult to pursue for small countries. 

In order to maximize choices for countries who want to against threatening 

powers, theorists have proposed another strategy called “hedging”, which has been 

interpreted in many different ways by International Relation scholars (Goh, 2006; 

Medeiros, 2005; Roy, 2005). Basically, hedging can be elucidated as a strategy in 

which a country simultaneously pursues several different and, sometimes, 

contradictory policies toward other countries, in order to avoid a sole strategic 

consideration. Hedging strategy has been chosen under the uncertainty of the future, 

in which people do not know how the behavior of the other countries will look like. 

For example, hedging strategies may include both competition and cooperation, both 

prevention and deterrence, factors for taking the benefits of collaborative relationship, 

and preventing the strategic risks in the future from the partner countries. The 

selection of hedging depends on push and pull factors and the national interests to 

which influence a country’s approach. Owing to the diversity and convertibility of 

this policy, countries can be easily manipulated according to the level of development 

in their bilateral relations as well as changes in the international environment (Le, 

2013b). Therefore, in severe cases, a country can switch to balancing or 

bandwagoning strategies without a reconstruction of its foreign and security policies. 

Consequently, hedging offers countries the flexibility to best deal with their partners’ 



 

15 

 

uncertainty in behaviour while allow them to receive the most in the existing 

relationship. 

As described in “one of the great dramas” (Ikenberry, 2008), the rise of China 

has surprised Southeast Asian countries for its dramatically increases in economic and 

military power in the twenty-first century. The remarkable economic growth and 

active external policies of China are already affecting those countries and they may 

see greater increases in Chinese power and potential implications. Moreover, the rise 

of China has been predicted to bring less opportunity as well as put more pressures 

and challenges on regional countries by experts from various countries. To cope with 

the uncertainties associated with China’s ascendancy, Southeast Asian nations have 

been responding in various policies, which unquestionably reflects the diversity of the 

above discussed theories. Particularly, in Alliances: Balancing and Bandwagoning, 

Walt (1987) defines balancing and bandwagoning strategies as the best solution that 

helps states to deter current risks. He develops three crucial hypotheses on the 

phenomena of balancing and bandwagoning and what motivate such behaviors. 

However, Friedberg (1993) argues that the end of the Cold War transformed 

international order of bipolarity into multipolarity which bloomed both positive and 

negative impacts for Asia, in which elite politics dominates and other regional 

countries can lean on balancing as the major solution to handle emerging threats, 

including those posed from China’s rise. Meanwhile, Ross (1999) argues that again 

small countries must either balance against China or reconcile it. Accordingly, Asian 

countries need to make an accurate decision on seeking cooperating with either the 

United States or China when a sharply bipolar power division of the United States and 

China has emerged in East Asia region. He also presumes that the power of state is 

the influential factor of how states embark on another one. Another argument is that 
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Asian countries should only employ bandwagoning strategy to deal with an emerging 

China. This is because China, as the core in regional order, one believes that Asia can 

grow in peaceful and stable future despite the emergent and benign of ambitious 

China (Kang, 2003). These perceptions, however, have been criticized as too 

simplistic (Acharya, 2004). As discussed above, both the balancing and 

bandwagoning strategies still encounter many risks. 

As a result, hedging has been regarded by many scholars as the judicious choice 

that regional countries can pursue to manage Chinese assertive behaviour in recent 

years (Goh, 2016; Korolev, 2016; Kuik, 2008; McDougall, 2012; Medeiros, 2005; 

Mochizuki, 2007; Roy, 2005; Thayer, 2011). In Southeast Asia, the term of “hedging” 

is also considered as an alternative to “balancing” and “bandwagoning” in the 

selection of small states’ strategies towards a powerful country. Nevertheless, due to 

the difference of each country’s position and its main interests, as well as the 

significance of particular tools applied in the strategy, the adoption of hedging varies 

from country to country (Goh, 2005; Kuik, 2008). In the case of Vietnam, several 

scholars at home and abroad have directly or indirectly argued that the country has 

been employing the hedging strategy in order to constrain China (Colberg, 2014; Goh, 

2005; Le, 2013b; Roy, 2005; Thayer, 2008). 

 

1.5. Methodology 

1.5.1. Analytical framework 

While a significant amount of constituent has been combined for the operation of 

hedging strategy over the last few years, there is lack of criteria and/or guidelines for 

the evaluation of hedging. To operationalize hedging, Indonesia, Malaysia, Singapore, 

India, Australia and South Korea combine range of options including economic-
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pragmatism, binding-engagement, limited-bandwagoning, dominance-denial and 

military hedge (Klingler-Vidra, 2012; Rozman & Kuik, 2015). Firstly, economic-

pragmatism is pragmatically a method aims to maximizing economic interests and 

avoid the dependence on rising powers (Rozman & Kuik, 2015). Secondly, binding-

engagement is a policy aimed at strengthening dramatically diplomatic benefits by 

engaging a rising power in divergent bilateral and multilateral co-operations 

(Schweller, 1999). Thirdly, the element - limited-bandwagoning – a strategy designed 

to forge a partnership with a threatening power aiming at maximizing political 

interests by selective deference or collaboration on major external issues without 

accepting a subordinate position (Rozman & Kuik, 2015). Fourthly, the factor - 

dominance-denial – an approach applied to minimize geopolitical risks when actors 

face a predominant hegemon by non-military means in order to balance the influence 

among the powers (Acharya, 1999). Finally, indirect-balancing or military hedge – an 

option adopted to minimize security risks by military means; in which weak states 

forge to build defense partnerships and reinforce their own military without directly 

and explicitly targeting at a specific country (Goh, 2008). The components of 

different actors’ hedging behavior may be different from country to country and 

across time. This variations can be due to a distinct function of domestic legitimation 

in which states set up directions in many way in order to “justify and enhance their 

authority by acting in accordance with the principal sources of their legitimacy at 

home” (Kuik, 2015, p. 4). In addition, the difference may be because of actors’ 

distinct perceptions and expectations given the context of each country. These may be 

changed significantly from the degree to the mode of hedgers’ choice. No matter how 

a policy that involves this five-point composition is hedging and if not or it lacks of 

one of these, it should not be regarded as such (Rozman & Kuik, 2015). 
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In fact, Mochizuki argued that Japan shifted its China policy from “the 

‘friendship diplomacy’ paradigm” to hedging against potential threats posed by China 

which is concentrated greatly on four components: cooperative engagement with a 

soft hedge, competitive engagement with a hard hedge, balancing and containment 

and strategic accommodation (Mochizuki, 2007). 

For Vietnam, Le (2013b) introduced hedging strategy with four components that 

are consistent with currently domestic conditions and the fundamental goal of the 

Party and State - “vua dau tranh vua hop tac”. They are economic pragmatism, direct 

engagement, hard balancing and soft balancing. As mentioned above, due to the 

difference of hedging’s implementation from country to country and the divergent 

interest in shaping countries’ hedging, there is no single framework or criteria used in 

various hedging studies. It should be considered that although countries are utilizing 

similar strategy towards China, they are at different stages of hedging and have their 

own different priorities in carrying out. This thesis scrutinized Vietnam’s hedging by 

considering and re-assessing merely the progress and practical achievements of three 

components - economic pragmatism, hard balancing and soft balancing from 2006 to 

2016.  

1.5.2. Research method 

In order to support the assessment of hedging’s three constituents, the author 

used qualitative method. It relies on spoken and written reports in a form of reflexion 

in relation to a particular theme. In general, main source of material is collected to 

make specific assumptions is open and published data including books, formal and 

informal documents, journal articles, working papers, theses and the others. It appears 

that despite hedging assessments, this study may ignore several related factors and 

only view in a short term (10 years); hence, it is difficult to obtain a complete process.  
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Economic pragmatism, hard balancing and soft balancing were used for this 

assessment, for several reasons: (1) they are indeed composition of hedging in 

illuminating and guiding the implementation of Vietnam’s China policy under 

uncertainty; (2) they reflect correctly what Vietnam has been conducting and the 

country’s attainments after adopting the strategy; (3) these criteria captures intentions 

and perspectives of Vietnamese strategists who are directly involved in hedging 

processes.   

 

1.6. Scope and limitation 

Before investigating hedging strategy, it is necessary to recognise the scope of this 

thesis. Firstly, this study focuses concretely on Vietnam’s China policy; thus, this 

thesis mainly argues the bilateral relationship between Vietnam and China through the 

Vietnamese perspective. Secondly, the two case studies are placed in the period of 

2006 - 2016. Therefore the findings are merely applicable to that time. Thirdly, this 

research primarily uses open resources and published materials. Owing to not so 

many Vietnamese scholars have written on hedging, it is not easy to find valuable 

materials on the Vietnam’s perspective. As a result, it would be difficult to ascertain 

the intentions of Vietnam’s leadership. 

This study is focusing on one peculiar case study: the Vietnamese - Chinese 

economic relations on the Mekong River basin. Consequently, two prominent issues 

of Vietnam – China relations are not covered in-depth due to their sensitive and 

complex nature: ASEAN and the South China Sea (SCS). In recent years, territorial 

disputes between China and Vietnam in the SCS are one chain that cannot be removed 

and more important, one of the key factors contributing to tensions of the Vietnamese 

- Chinese bilateral relations. This thesis, however, does not examine this issue in 
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detail. Instead, the conclusion considers the applicability of hedging strategy to 

current disputes in the SCS. Furthermore, some ASEAN member countries are 

believed to adopt the same strategy against the growing Chinese assertiveness, 

especially to resolve territorial disputes in the SCS. Nevertheless, this thesis does not 

emphasise the difference in the implementation of the strategy between some ASEAN 

countries and Vietnam or examine the influence of ASEAN factor in Vietnam – China 

relations. Also these two issues have already attracted enough attention of academic 

community.  

 

1.7. Organization of the thesis  

This thesis contains five main chapters.  Chapter one introduces briefly background, 

the urgency of doing this research and the purpose of study. The literature review, 

theoretical framework, methodology, organisation, scope and limitation of the thesis 

are also represented. Chapter two provides an overview of the geopolitical 

relationship between Vietnam and China from normalisation until now. The focus is 

particularly on three elements of the relations: politics, economy and border – 

territory. This chapter also provides a detailed assessment of achievements and 

hindrances in the geopolitical relationship between Vietnam and China. Chapter 3 is 

alternative explanations of choosing hedging as a rational strategy against China in 

the Vietnamese current context. This chapter clarifies the reasons for Vietnam’s 

response to China that Vietnam would have balanced against or bandwagoned with 

China. Additionally, the strengths and weaknesses of balancing and bandwagoning 

strategies are also discussed. Moreover, chapter three introduces the readers to four 

components of hedging strategy which are to evaluate this reasonable option. 
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The next chapter is analyses of hedging and a case study within Vietnam – China 

relations basing on the four components of hedging strategy. The case study is on 

Mekong River Basin - economic sphere that may be heuristic as to whether or not 

applying hedging strategy of Vietnam towards China is effective. Chapter four re-

considers and assesses Vietnam’s strategy in the relationship with China based on 

three of four components. Chapter five concludes with assessments of hedging 

strategy and potential impact for Vietnamese policy. 
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2. VIETNAM – CHINA RELATIONS SINCE 1991 

If we obliterate Vietnamese historical struggles with China to consider its relations 

with China today, it can be described as imperfect, contradictory and asymmetric. 

Some Western scholars insist on Vietnam is always in the shadow of Chinese dragon. 

Their argument is that until now to Vietnam, China is the main focus of its foreign 

and defence policy as well as internal economic and political development. It is wrong 

when they view Vietnam as the Chinese shadow because it probably never exists in 

Vietnamese people’ thoughts. In spite of the social and cultural similarity and a 

thousand years relationship (from 111 B.C. until A.D. 938), Vietnam is a smaller 

neighbor to the south of China and has a shared 1460 kilometer-long border that is 

contiguous to Vietnam’s seven provinces from the west to the east, thus, Vietnam is 

forced to build many relations and has to be careful with its northern neighbor. If it 

does not, it will pay a high price. For China, Vietnam is not important in “its grand 

strategy for the defense and development of the Middle Kingdom” (Kenny, 2002a). 

However, to make sure that Vietnam has been doing nothing to combat the 

ascendancy of China in reigning in Asian region, China flirted with the idea of 

creating an engagement with Vietnam. This means setting relations with Vietnam 

over 2,200 years is Chinese effective option in ensuring that Vietnam is always in its 

scope of control. In addition, China is itself very well aware of benefits of Vietnamese 

strategic position; hence, China’s relationship with its southern neighbor plays a 

crucial role for not only the economic and political development on both sides, but 

also the expansion of Chinese affected extent to the entire southern region. 

One should be added that the relationship between Vietnam and China is one of 

the oldest geopolitical relationships in the world, receiving considerable attention 

from the international community. This is probably due to its long history. Nearly 
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twenty-two centuries of its history, the relationship between Vietnam and China is not 

always as simple as a relationship between two countries that we are used to imagine 

the relationship between two "countries" in the modern world. "Vietnam-China 

Relations" here is widely understood by many critics as the relationship between two 

geopolitical entities. 

For over 2200 years from the second century BC to now, relations between 

Vietnam and China can be divided into four major periods. The first period was called 

the "Northern domination period" lasting about one thousand years from the fall of 

Au Lac kingdom to Zhao Tuo of Qin Dynasty (179 m TL) to the victory Ngo Quyen 

over the Southern Han kingdom at the Battle of Bach Dang River (938 BC). This 

period also marked for the first treatment between the Red River delta and the Central 

China was established through Sino-Vietnamese relations. 

The "Dai Viet period" was the second period since Ngo Quyen was proclaimed 

himself the emperor of Ngo Dynasty (939) until the French established protectorate in 

Vietnam and the Qing Dynasty recognized French sovereignty (1883). The third 

period was called the "French colonial period," which lasted about six decades, from 

1883 to 1945, when Vietnam declared independence. The fourth period is called the 

"Vietnam Period" (from 1945 to present). This period consists of three phases: (1) 

from the late 1940s to the late 1960s, (2) from the early 1970s to the late 1980s, (3) 

from the early 1990s until now. However, my study only refers to the final phase of 

the fourth period in order to take a closer look and easily trace the events that have 

taken place in recent years between the two countries. 

Sharing land and sea borders, having interactive attachment of culture and 

history, the people of Vietnam and the Chinese people historically always support, 

encourage, and help each other in the shared revolutionary warfare. Nevertheless, the 



 

24 

 

relations of the two states may also be characterized by antagonism, animosity, war 

and occupation (Womack, 2006, p. 23). Despite the difficult time (111 B.C. until A.D. 

938) and afterwards, advances since the 1990s have witnessed great changes for 

bilateral relations of the two countries in the twenty-first century. After the changes in 

the Socialist Bloc from 1989, the Communists in Hanoi; in maintaining its power, had 

innovated the economic system based on “Doi moi” policy. This is firstly applied to 

deal with the Cambodian issue – the genocide of the Khmer Rouge regime under Pol 

Pot (SarDesai, 2009; Womack, 2006). Even though People’s Army of Vietnam 

troops’ intervention had saved Cambodian people from genocide of the Khmer 

Rouge, Vietnam was isolated in world affairs for its occupation of Cambodia – an 

allegation mainly made by China. Although after capturing of over ten years, the 

Vietnamese army was eventually evacuated from Cambodia in 1989 (Thayer, 1994), 

the international embargo on aid and trade kept slowing down Vietnamese economic 

growth. Indeed, it not only affected Vietnam’s status in the international system 

seriously, but also significantly reduced the import of necessary resources for its 

economic improvement. In order to cope with this difficulty Vietnam initiated the 

normalization of its relations with China (Kenny, 2002b).  

Consequently, in an effort to settle disputes with China, Vietnam hopes for a 

modus vivendi with China which could help both countries to reach a shared security 

for mutual benefits. However, Womack (2006) argues that it is not possible or easy 

for both Vietnam and China to find a common voice due to ideological discrepancies. 

Needless to say, the two states until now have not found the best solution in dealing 

with the escalating conflict concerning territorial disputes over the Spratly Islands and 

the Paracel Islands in the South China Sea (SarDesai, 2009). Despite this, in 

November, 1991, the leaders of the two countries agreed to put the historic issues 
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aside and made normalization that ensures rights and interests of both nations, so that 

upholds peace, cooperation and development (Kenny, 2002a) .  

Since then, the friendship and relations of mutual benefits between the two 

countries have developed both in width and depth in all fields bringing about practical 

benefits to both sides. The relations are based on the motto of Sixteen Word 

Guidelines: “Láng giềng hữu nghị, hợp tác toàn diện, ôn định lâu dài, hướng tới tương 

lai.” This is translated approximately to friendly neighbourhood, comprehensive 

cooperation, long-lasting stability, and future vision; and the Four Good Principles: 

“good neighbourhood, good friends, good comrades, and good partners”. As a result, 

the politicians of Vietnam and China annually hold meetings between the two parties, 

governments or national assemblies (Vietnamese Ministry of Foreign Affairs, 2010). 

For example, Prime Minister Nguyen Xuan Phuc had a visit to Beijing in October 

2016. To expand and strengthen the Vietnam-China relations, in order to meet the 

interests of the two peoples as well as for peace, stability and development in the 

region, the two countries have established partnerships with comprehensive strategic 

cooperation on many aspects, especially politics and economy. 

 

2.1. Economic relations 

Although the economic development during the last two years of the 1990s is slow, its 

performance, in general, is dramatically changed with rhetorical encouragement by 

Vietnamese leaders. To achieve the goal of “a prosperous population, a powerful 

country, and an equitable and civilized society”, President Tran Duc Luong and 

Vietnamese Communist Party (VCP) continuously encourages people to hasten 

production and fulfil socioeconomic for the coming years when the country is on the 

way toward the success of industrialization and modernization.  
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This is a creative manipulation of Marxism-Leninism and Ho Chi Minh's views 

on socialism which reflect the expectation of modernization of all Vietnamese citizens 

in Vietnamese economic performance. During the first seven years of the 1990s, 

Vietnam’s average annual gross domestic product (GDP) growth was 8.4 percent. By 

conducting seriously the poverty reduction program, the alleviation of poverty in 

Vietnam gained very astonishing results. Particularly, the percentage of people below 

the poverty line declined significantly from 58 to 37 percent between 1992-1993 and 

1997-1998, and the number of people suffered from food shortages and poverty 

decreased from 25 to 15 percent (Poverty Working Group, 1999). At the same time, 

the country also increased its in-flow of foreign direct investment (FDI) to $4.4 billion 

per year on average (International Monetary Fund, 1999b). The export increased 

averagely 10 percent per year while the inflation was under control. Needless to say, 

Vietnam had achieved significant progress in economic development at that time. 

Nevertheless, it seems that Vietnam has nurtured a very big dream. In 

comparison to its neighbouring Association of Southeast Asian Nations (ASEAN) 

countries, the per capita income of Vietnam at that time was just $210 (State, 1996). 

Therefore, Vietnam’s high growth rate of the 1990s had not shown that its economy 

was on the good development momentum. Another evidence is that Vietnam’s growth 

was thanks dramatically to inflated land values, very cheap labour and especially 

foreign aid which made Vietnam quickly became one of the largest recipients of 

foreign assistance in the world.  

Even though it had greatly modified the economic policy-making, it remained a 

generally stagnant economy. In 1998, Vietnamese growth rate was less than a third of 

the average of the period of 1991-1997 (International Monetary Fund, 2000). The 

Vietnamese leaders pointed out that the Asian economic crisis in the period of 1997-
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1998 is the important drawback of its economic downturn. In order to recover from 

this situation, they continuously believed that with a turnaround in Asian financial 

crisis with large external developmental assistance would occur (International 

Moneraty Fund, 1999a).  

After the two countries normalised their relations, trading activities increased 

rapidly but developed in negative directions. It is true to say that Vietnam-China 

economic relations maintain the development trend with many agreements and 

cooperating documents, laying the legal basis for long-term cooperation between the 

two countries. Specifically, the two countries have many important projects to 

strengthen the connection of development strategy, promote the link between the "two 

corridors, one belt" with the “one belt, one road” (Nam Duong, 2016). Besides, there 

are many cooperation projects in the fields like construction materials, supporting 

industries, machinery and equipment, electricity, renewable energy, etc.,. In fact, 

while Vietnam's export turnover to China in the 1990s was nearly $4.9 billion, its 

import turnover from China was $4.3 billion, and thus the export surplus was $600 

million. Since the beginning of twenty-first century, Vietnam-China trade relations 

developed in the opposite direction. In 2001, Vietnam’s export reached $1.4 billion 

and its import was over $1.6 billion, trade deficit was nearly $200 million. From 2006 

to 2016, Vietnam and China bilateral trade increased from $10.6 billion to $71.9 

billion. Accordingly, on average, while the annual import turnover increased 22.4%, 

export turnover only increased 20.2%, hence Vietnam’s trade deficit increased 

quickly. Trade balance of Vietnam was $32.8 billion in 2015, almost doubled the 

export of Vietnamese goods to China. In 2016, its trade balance was $27.9 billion, 

1.27 times higher than Vietnam’s export to this market. It could be said that China’s 

high proportion in the total trade of Vietnam (in comparison with other markets like 
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Japan, the U.S., South Korea, ASEAN countries) is what should be concerned. This is 

because the changes from China may affect not only directly and immediately 

Vietnam’s trade, but the activities of Vietnamese enterprises in various level with 

different fields.  

Over the past 10 years, although the export of Vietnam to China has grown 

steadily, this is still much lower than the increase of import. Vietnam's export to this 

market focuses mostly intermediate goods, consumer goods, petrol. With this export 

structure, Vietnam will be difficult to gain much profit. Meanwhile, most of the 

materials used for the export production of Vietnam are imported from China. Until 

now, China is still Vietnam's largest trading partner and Vietnam also becomes 

China's largest trading partner in Southeast Asia (Vietnam Customs, 2016). Despite 

this, Vietnam still remains trade deficit to this market due to the significant difference 

in the growth rate of export and import. 

As such, it can be said that Vietnam’s domestic production and business 

activities are heavily dependent on China. If Vietnam does not diversify both export 

and import markets, it will be increasingly reliant on China in the field of trade. As a 

consequence, if China adjusts its trade policy and applies protective measures for its 

domestic production, supporting its export, or forbidding or restricting certain imports 

and exports; Vietnam’s economy will face many difficulties, especially for 

manufacturing enterprises. 

The bilateral trade relations over the past ten years have been tilted towards 

China, as China mainly exports refined commodities and imports raw materials. 

Meanwhile, Vietnam has not benefited much and has not utilized its advantages in 

this commercial relationship. Additionally, Because the design and style of Chinese 

goods are attractive, the price is competitive and the cost of transportation to Vietnam 
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is lower than other markets; China's clothing, toys, fruits and food have spilled into 

the Vietnamese market, contributing to satisfy the consumption demands of some 

classes of population. However, the excessive import of consumer goods from China, 

which is mainly through small quota and partly cross-border smuggling, has inhibited 

the development of Vietnam's industry. More importantly, there are many poor and 

toxic quality products originating in China are also sold in Vietnam, affecting the 

health of Vietnamese consumers. 

Some resource-rich countries or those who their industrialization is lower than 

China like Vietnam has been affected by the export of resources, raw materials and 

processed goods. Meanwhile, the Chinese export of finished products has the ability 

to compete very well with resource-exporting countries. As a result, the industrial 

production of resource-exporting nations is narrowed; even these states cannot 

develop due to being tied to the export of resources and goods with low technical 

content. In the long term, the economy will lose the ability to improve productivity 

because the industrial production is lack of innovation and creativity. 

In short, Vietnam – China trading relation has gained many achievements in the 

recent years. However, Vietnam needs to act on its own to build an independent 

economy through specific directions aiming to reduce risks caused by China. Thence, 

the commercial performance between Vietnam and China can be improved 

dramatically. 

In terms of investment, China's foreign direct investment in Vietnam recently has 

witnessed marked improvement over the first nine years after the normalization of 

relations between the two countries. Since 2000, China's investment has grown 

rapidly in terms of quantity, scale and location. 
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From 1991 to 1999, China had 76 projects with a total investment capital of $120 

million (Institute of Chinese Studies, 2010). However, China’s projects in Vietnam 

increased to 657 in 10 years later with a total registered capital of $2.6 billion 

(Institute of Chinese Studies, 2010). As such, within 10 years, the number of Chinese 

projects in Vietnam had increased more than eight times, the registered capital 

increased 22 times in compare with the first nine years after normalization. China's 

investment has increased steadily over the years. However, due to the impact of the 

world financial crisis and the downing trend of direct investment in Vietnam, China's 

investment in Vietnam in 2009 also decreased significantly compared to previous 

years both in terms of quantity project and new registered capital. Especially, the 

number of newly licensed projects and investment capital of China in Vietnam in 

2009 was a half and about 1/3, respectively in 2008. By the end of February 2015, 

China had 1109 projects in Vietnam with a total registered capital of $7.99 billion, 

ranking 9
th

 out of 101 investors in Vietnam (Ministry of Foreign Affairs, 2015).  In 

2016, China's investment in Vietnam reached $ 1.26 billion, accounting for 8.3% of 

total FDI into Vietnam (Chan Luan, 2017, April 5). China's investment in Vietnam in 

2016 had witnessed a shift from hospitality, restaurant and consumer goods sectors to 

processing and manufacturing. In addition, China's investment is scattered in other 

areas such as real estate, accommodation and catering, mining, information and 

communication, electricity, water, air conditioning. It could be said that China's 

investment in Vietnam has been only concentrated in the normal business, but 

changes in the investment sector as a result of the changes in investment scale and 

form. 

In the past, most of the direct investment projects of Chinese enterprises into 

Vietnam were joint ventures with Vietnamese enterprises, but in recent years there 
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have been significant changes (Institute of Chinese Studies, 2010). For example, in 

2009, there were 441 out of 657 investment projects in the form of 100% foreign 

capital, accounting for 67%, topping in the four investment forms of China in 

Vietnam, followed by the joint venture with 169 out of 657 projects, accounting for 

25%, finally business cooperation contracts and joint stock companies. This change 

shows that Chinese businesses are confident, knowledgeable, and affordable in 

business independence as well as trust in the Vietnamese market.  

At present, direct investment of China is present in 52 provinces and cities of 

Vietnam but mainly in densely populated cities with strong labour attraction, good 

infrastructure, where are convenient for import and export as well as travel between 

China and Vietnam (Institute of Chinese Studies, 2017). China's direct investment has 

also been directed at some of Vietnam's border provinces. Some of them have poor 

infrastructure, low level of development and difficulty to attract foreign investment 

such as Lao Cai, Lang Son, Cao Bang, Lai Chau. This reflects the result of the 

strengthening of cooperation between the localities of the two countries, especially the 

promotion of cooperation with Vietnam of some Chinese provinces such as 

Guangdong, Yunnan, Guangxi; a new trend in the development of Vietnam-China 

relations. 

In order to strengthen the major investment projects in infrastructure and 

cooperation in the field of banking and finance, especially cooperation in preventing 

the impact of the international monetary and financial crisis, as well as in protecting 

currency security in each country, the two sides are promoting the establishment of 

working groups on cooperation in infrastructure and the working group on monetary 

cooperation. 
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China's outward investment trend is on the rise, thus Vietnam has a belief that 

China's foreign direct investment in Vietnam will continue to grow and contribute 

positively to each country’s economy as well as the Vietnam-China relationship. 

 

2.2. Political relations 

Since the normalization of relations between Vietnam and China in 1991, many great 

changes have occurred in the two countries. From the starting of relations and 

explorations after a period of intense tension, the two countries have rapidly 

progressed to intensifying their cooperation in many fields, understanding each other. 

As a result, in the early years of the 21st century both countries have made so many 

significant changes, contributing to the long-term stability of the two countries. Yet, 

changes may be seen as a part of the international impacts and the domestic situation 

in the two countries. 

 

2.2.1. From 1991 to 2000 

In the early 90s of the twentieth century, the international and regional situation 

changed. After the end of the Cold War, Vietnam and China relations were not 

influenced by the U.S. and the Soviet Union due to their reduction of presence in the 

region. In this new international situation, China directed itself to a positive shift that 

developed friendly diplomatic relations with its neighbours, including Vietnam, in 

order to take advantage of the support of these countries. In 1991, China participated 

in the "ASEAN Ministers' Meeting before being invited to participate in the ASEAN 

Regional Forum (ARF). In 1992, in Malila, Chinese Foreign Minister Qian Qichen 

expressed his desire for the promotion of a multi-level dialogue on ASEAN security. 
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Vietnam's foreign policy in this period also gradually changed: it would like to 

expand and strengthen relations with countries around the world. 

In this context, the two countries gradually came to the normalization and this 

was remarked by the official visit of Vietnamese leaders to China in November 1991. 

This was a rare event in diplomatic relations, demonstrating that Vietnamese leaders 

attached great importance to and wanted to actively address normalization issues with 

China. During the visit, the two countries have made significant progress, jointly 

issued a joint communiqué, and the leaders of two countries have also identified five 

principles of directing state relations, relations between the two parties based on the 

principle of independence, self-control, full equality, mutual respect, non-interference 

in each other's internal affairs (Vu Khoan, 1999). Especially, both agreed to end the 

strained relationship in the past, normalize bilateral relations. Through these events, 

the two sides' views on the world situation clearly have changed. It can be said that 

after the collapse of the Soviet Union and Eastern European countries both sides have 

realized that the normalization of bilateral relations was in line with the long-term and 

fundamental interests of the two countries, which also marked a tremendous change to 

not only bilateral relations but also the region. Since then, the leaders of the two 

countries have maintained their visits and exchanges, and both had constantly 

cooperated in many fields. 

During the early days of normalization, in spite of some unresolved issues such 

as territorial disputes, islands, division of maritime boundaries and fishing, meetings 

at various levels, dialogue and negotiations between both sides have helped to reach 

strides on the issue of territorial boundaries. On October 19 1993, the government 

representatives of the two countries signed the Agreement on basic principles for the 

solution of territorial-border issues (Phung, 2002), paving the way for the Pact of 
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border, territory in later stages. Signing agreements through negotiation is a step 

forward in enhancing mutual trust between the two countries, ensuring the bilateral 

cooperation. In this period, the political relations of Vietnam and China have a few 

noteworthy points: dialogues, negotiations and cooperation aim at strengthening 

relations meetings and exchanges between levels and sectors concerning the 

resolution of border and maritime sovereignty disputes were always mentioned. 

Besides, attaching importance to the development of economic and trade relations 

were also focused. In addition to Vietnamese leaders’ visit in November 1991, there 

have had other important visits, affecting greatly the relationship between the two 

countries. In December 1992, the Chinese Prime Minister Li Peng had an official 

friendship visit to Vietnam. This is the first visit of the Chinese leader since the 

normalization between the two countries and also the first visit of a Chinese Prime 

Minister to Vietnam in 21 years (Mehra, 1994). During his visit, Prime Minister Li 

Peng suggested that strengthening further the friendship and cooperation between the 

two countries was suitable with the fundamental interests and common aspirations of 

people of both countries, benefiting the peace, stability and development of the region 

(Q. V. Vu, 2001). After the meeting, the two sides took steps to speed up the 

resolution of territory - border issues and set up expert-level working groups to hold 

bilateral border talks. 

Another important milestone in the two countries' political relations was the visit 

of Vietnam by the Secretary General of the Central Committee of the Communist 

Party of China and the President of the People's Republic of China on November 19-

22 in 1994. This was the visit of President Jiang Zemin - the first visit of the highest 

leader of the Chinese Communist Party since the visit of Chinese President Liu 

Shaoqi to Vietnam in 1963. During this visit, Vietnamese leaders including General 
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Secretary Do Muoi and President Le Duc Anh held talks with Chinese President Jiang 

Zemin on promoting friendship and strengthening cooperation, especially trade and 

economic cooperation. The two sides also agreed that the existing issues between 

them again should be negotiated for settlement (Jiang, 1999). Furthermore, President 

Jiang Zemin set out 16 words in the settlement of bilateral relations: "Long-term 

stability, future-oriented, good-neighbourly friendship, comprehensive cooperation" 

(“长期稳定, 面向未来, 睦邻友好, 全面合作”). The two sides signed the agreements, 

set up the Vietnam-China Trade Cooperation Committee on car and transport that 

ensuring the export and import of goods and mutual recognition. Moreover, both 

countries have issued the Vietnam-China Joint Communiqué, underlining the 

importance of increasing economic and trade cooperation between the two countries 

on the basis of equality and mutual benefit. 

It is also important to mention on the relations between the two countries' 

parliament after the first official visit to China of Chairman of the National Assembly 

- Nong Duc Manh during the first stage of the normalization from February 21 to 

March 1 in 1994. The purpose of this visit was to consolidate and strengthen further 

mutual trust, create friendly relations, promote bilateral cooperation in the fields of 

economics, trade, culture, science and technology, and simultaneously strengthen the 

cooperation between the two legislative bodies (H. H. Vu, Duong, T. Q., & Le, H. A., 

2006). During his visit, Mr. Nong Duc Manh also expressed that Vietnam wanted not 

only to enhance understanding and friendship between peoples of Vietnam and China, 

opened a new phase of friendly cooperation between the National Assembly of 

Vietnam and the People's Congress of the People's Republic of China, but also learnt 

more about the experience of Chinese reform as well as promote economic 

cooperation between the two countries. 
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In general, the political relations of Vietnam and China in this period were 

recovered from the 1979 war. On the one hand, relations conform to the general 

development trend of the world and region; on the other hand, it is also suitable for 

the needs of two countries. In fact, high-level meetings are important, strongly 

influencing the cooperation and development of the two sides. It is considered as a 

message to each party that Vietnam-China relations have begun to heal after stressful 

process (Dinh, 2002). Therefore, it is not wrong to say that this stage is the inception 

of high-level meetings and joint communiqués for mutual understanding. Vietnam's 

senior leaders including the General Secretary, the Prime Minister, the President, the 

President and the National Assembly had official visits to China. In turn, Chinese 

leaders visited Vietnam include the General Secretary, the President, the Prime 

Minister. During the meetings, Vietnam and China have achieved significant strides 

in the economic cooperation, the exchanges of relations between two parties and two 

States, and concluded agreements in relation to border settlement. It can be said that 

after both countries agree to the normalization of relations, these high level meetings 

showed that the two countries had attach great importance to bilateral political 

cooperation. 

From the mid of 1995 to the early of 1999 that included two important events for 

Vietnam, showing the role and position of Vietnam in the international arena has 

changed compared to before. This meant the relationship between Vietnam and China 

was also influenced by these changes. The first event was that Vietnam became a 

member of the Association of Southeast Asian Nations (ASEAN), gradually ending 

the separation between Vietnam and other countries in the bloc and enhancing 

Vietnam's role in the international arena. Vietnam's participation in the ASEAN has 

contributed to more peaceful and stable regional atmosphere. Partly, this helped 
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ASEAN to be highly regarded internationally. However, the achievement of the 

country would be greater. In July 1995, as Vietnam became the 7
th

 member of 

ASEAN, its position in the international arena has been strengthened, gaining 

advantages of cooperation or participation in inter-regional and international 

organizations such as Asia Pacific Economic Cooperation (APEC), the Asia-Europe 

Meeting (ASEM) (Thu My, 2005). These achievements might create a favourable 

international environment for the development of Vietnam’s domestic economy. In 

addition, being a member of ASEAN also made the Vietnamese economy more 

profitable through its participation in ASEAN-China Free Trade Area (ACFTA) or 

ASEAN Free Trade Area (AFTA), which enhanced investment opportunities and 

trade between Vietnam and other countries in the region as well as in the world. 

On July 11 1995, Vietnam and the United States formally established diplomatic 

relations and quickly exchanged ambassadors (Chang, 1999). On August 5-7, 1995, 

the US Secretary of State visited Vietnam, two representative offices in Hanoi and 

Washington were upgraded to embassies, and simultaneously representatives of the 

two countries were represented. On September 5, 1997, both countries exchanged 

ambassadors (Son & Du, 2006). This event was really important because after 

implementing the reform, Vietnam's foreign policy could be easy to take step by step 

to strongly integrate into the world. As a result, Vietnam actively participated in and 

contributed positively to the development and peace of many regional and world 

organizations. Interestingly, Vietnamese bilateral relations with other countries have 

also been promoted; especially with large countries on the basis of balancing the 

relationship between major countries since leaning to one side might damage 

Vietnam’s security, politics and economy. It could be said that by improving bilateral 

relations with the U.S., Vietnam has been able to access the U.S. market, attract 
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investment and advanced technology of U.S. businesses, facilitate its participation in 

international organizations such as APEC and the WTO as well as receive loans from 

world financial systems such as the IMF, the World Bank, and ADB that could 

support the country’s development faster (Dinh, 2002). Moreover, Vietnam could be 

able to become the strong investment base of the U.S., Australia, Japan, South Korea 

and South East Asian countries. Needless to say, this impacts strongly on the 

Vietnamese economic reform and open policy. In fact, the normalization of relations 

with the United States would be one of the crucial factors to promote the Vietnamese 

development of economy, enhance the competitiveness and Vietnam’s status in the 

region. 

Therefore, the goal of Vietnam's foreign policy was to establish good relations 

with all countries in the world, in which building relations with large countries was 

considered as a reasonable choice that in line with the general trend in this period, 

ensure a secure environment for the development of Vietnam; and limited to being 

entangled in the international conflict and the dependence on large countries’ security, 

economy or politics. It was also important to note that the policy of power balancing 

between parties may sometimes be difficult to achieve due to the stronger influence of 

one party than the other. Nevertheless, the maintenance of this balance generally is 

necessary in this period because it could help Vietnam to end diplomatic isolation in 

1995 after joining in ASEAN and normalizing relations with the United States (Li, 

1999). 

It is important to note that there are some noteworthy points in this period. 

Firstly, it can be seen that during this period, senior leaders of Vietnam and China had 

still maintained meetings and visits, but issued no joint statement. If so then they were 

economic and trade agreements. Secondly, the disputes between Vietnam and China 
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on the territory gradually decreased. Clearly, the mutual trust is essentially restored on 

the basis of new forms of rebuilding friendly relations with neighbours (H. D. Vu, 

2003). Some important visits to China during this period were the visits of General 

Secretary Do Muoi in 1995. In his second visit (from July 14 to 18 1997), the two 

countries reached an agreement of land border before 2000 and resolved the 

delimitation issue of Tonkin Gulf (Q. V. Vu, 2001). The common perceptions of 

senior leaders on how to tackle the existing problem have made easier for ministries 

of the two countries in reaching important agreements regarding territory-border 

issues in 1999 and 2000. 

Another event in this period that should be mentioned is the 8th National 

Congress of the Communist Party of Vietnam in Hanoi on June 28 1996. The 

Politburo members of the Central Committee of the Communist Party of China, the 

Chinese State Councillor, Li Peng led the Chinese Communist Party (CCP) delegation 

to attend and read congratulations to the congress. This is the first visit of the 

Communist Party representatives of China at a Party Congress of Vietnam after the 

normalization, and also was the first time since the Deputy Prime Minister of the State 

Council China's Ly Phu Xuan led the Party delegation to attend the 3rd Congress of 

the Vietnam Workers' Party (VWP) in 1961. This shows that China really concerns 

Vietnam and the relationship between the two parties. 

From February 25 to March 2, 1999, General Secretary Le Kha Phieu made an 

official visit to China. This was his first visit since he took office in December 1997. 

During the talk with General Secretary Jiang Zemin, both countries have defined the 

framework of the relationship between the two countries toward the 21st century, and 

agreed to work together to strengthen the Vietnam-China relationship. On February 

27, 1999, again with the motto of Sixteen Word Guidelines "friendly neighbourhood, 
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comprehensive cooperation, long-lasting stability, and future vision” the two sides 

issued the Vietnam-China Joint Statement aiming at fostering their relations in a new 

stage of development (Dinh, 2002). Furthermore, both sides expressed their 

agreement to settle the border discrupts as soon as possible, concurrently signed the 

treaty on the border between the two countries in 1999 and resolved the issue of the 

Tonkin Gulf delimitation in 2000 (Dinh, 2002). As a result, the two governments 

signed the land border treaty, the Tonkin Gulf delimitation treaty, the Agreement of 

fisheries cooperation (Dinh, 2002) and the Joint Declaration on comprehensive 

cooperation in the new century. Indeed, General Secretary Le Kha Phieu's visit 

opened a new chapter in the bilateral cooperation between Vietnam and China, 

bringing more cooperating opportunities for both sides. 

In general, the political relations between Vietnam and China in this period were 

recovered after the 1979 war. On the one hand, relations conform to the general 

development trend of the world and region; on the other hand, it is also suitable for 

the needs of two countries. In fact, high-level meetings are important, strongly 

influencing the cooperation and development of the two sides. It is considered as a 

message to each party that Vietnam-China relation has begun to heal after stressful 

process (Dinh, 2002). Therefore, it is not wrong to say that this stage is the inception 

of high-level meetings and joint communiqués for mutual understanding. Vietnam's 

senior leaders including the General Secretary, the Prime Minister, the President, the 

President and the National Assembly had official visits to China. In turn, Chinese 

leaders visited Vietnam include the General Secretary, the President, the Prime 

Minister. During the meetings, Vietnam and China have achieved significant strides 

in the economic cooperation, exchanges between the two parties and between the two 

States, and concluded agreements in relation to border settlement. It can be said that 
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after both countries agree to the normalization of relations, these high level meetings 

showed that the two countries had attach great importance to bilateral political 

cooperation. More importantly, the highest leader of Vietnamese Communist Party 

has twice visited China. Importantly, during the visit of Vietnamese Prime Minister 

Phan Van Khai to China in October 1998, the two sides signed a bilateral trade 

agreement, bringing bilateral trade into line. Also, the Chinese side had a full range of 

senior leaders to visit Vietnam such as the Prime Minister of the State Council, the 

President of the National Assembly, the Communist Party Chairman, and the Vice 

President of PRC. 

2.2.2. From 2001 to 2010 

It could be said that the cooperation between Vietnam and China in this period 

has been raised to new heights, and indeed, Vietnam-China relations have grown at 

best since the normalization (Dinh, 2002). High-level visits and annual meetings are 

an unwritten rule, but it is an important basis for the two countries and the two Parties 

in promoting the mutual understanding, in order to remove the gaps in their 

relationship (Dinh, 2002). In the meetings, the two sides agreed on the common 

principles of cooperation in the relationship between the two countries: friendship and 

friendly neighbours based on five principles of peaceful coexistence, the settlement of 

disputes need to be passed by negotiations and peaceful means, the relationship 

between the two countries is not aimed at a third country and does not affect the 

relations of each country with other countries. These things have shown that the 

relationship between the two countries was restored and developed on the needs and 

interests of each country in accordance with the policies and diplomatic lines of each 

country. As a result, Vietnam-China bilateral relations are strengthened in all fields. 
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The conspicuous issues in the relationship between the two countries have 

basically progressed with the signed agreements. In fact, the agreements were signed 

through negotiations that helped the two counties to address two of the three 

remaining issues relating to territory and border, then toward the process of landmark 

installation. At the same time, both agreed to speed up this process so that by 2008 

they would have completed the demarcation and marker planting across the land 

border and would have signed new document on border management regulations 

(Ministry of Foreign Affairs, 2005), laying the foundations for regional securities and 

securities of the two countries. Besides, on cooperation in the Tonkin Gulf, the two 

navies conducted joint sea patrols. It could be said that this is a joint effort of the two 

sides in solving the problem by peaceful and negotiating method. It would also be a 

precedent for the two sides to tackle other complex issues in the future. 

The leaders of the two countries have common perceptions on many bilateral and 

international issues. During the General Secretary of the Communist Party of Vietnam 

visit to China in late November and early December 2001, the two sides issued a joint 

statement recalling the 16-word guideline, fully understanding the objectives and 

mandates of the China-Vietnam Joint Statement December 2000. The Communist 

Party of Vietnam and the Communist Party of China continue to maintain regular 

high-level meetings, creating new impetus for the development of the two countries' 

relations; further strengthening of friendly contacts and cooperation in various forms 

among sectors, mass organizations and localities of the two countries. During the visit 

of General Secretary Jiang Zemin in 2002, leaders of both sides gained a common 

perception in exchanging ideas on relevant issues: i.e., maintaining high-level 

meetings, expanding and deepening in economic cooperation, taking the spirit of 

long-term cooperation between the two countries to enlighten the two peoples, 
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continuing negotiations on land border, demarcation points and fishery agreements, as 

well as enhancing cooperation and exchanging on diplomacy, defence, security and so 

on. General Secretary of the Communist Party of China Jiang Zemin once said that it 

is especially important that the two sides insist on strengthening mutual trust. That is 

the basis of long-term stable development of relations between the two parties, two 

countries. At the same time, five recommendations related to bilateral cooperation 

were given. Firstly, it was necessary to continue to exchange the mutual visits 

between the two countries' high-level leaders. Secondly, it was necessary to 

constantly expand and deepen economic and trade cooperation. Thirdly, long-term 

friendship was needed to enlighten the people of the two countries, especially 

adolescents. Fourthly, it was necessary to strengthen cooperation between the two 

countries on border issues, accelerate the progress on land border and delimit the 

Tonkin Gulf. Fifthly, it was necessary to strengthen the exchange of experiences on 

party building and state management between the two parties and the two countries, to 

enhance the discussion, cooperation and coordination on international issues between 

the two countries in order to take the advantage for the development of each country. 

The relationship is also based on the Four Good Principles of Secretary General, 

President Jiang Zemin in his visit to Vietnam: “good neighbourhood, good friends, 

good comrades, and good partners”. These principles purposely emphasized the 

mutual trust, mutual help, sympathy and reciprocity in order to grow together (Pham, 

2002). 

Another highlight of this period was the speech of General Secretary, President 

Hu Jintao during his visit to Vietnam from October 31 to November 2, 2005 at the 

55th anniversary of Vietnam-China diplomatic ties. This was the first time Hu Jintao 

visited Vietnam as Secretary General and President of the People's Republic of China. 
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Specially, this was also the first time a head of state of another country speaking at the 

Vietnamese parliament. Additionally, the two sides issued the Vietnam-China Joint 

Statement. This meant that the close co-operation between the two parties. 

Another achievement for this period is that the regional security cooperation has 

also changed positively. Particularly, in July 2001, the Southeast Asia Regional 

Security Forum was held in Hanoi. Among regional issues, the Forum had reached an 

agreement on procedures aiming to help prevent conflicts which might explode into a 

widespread war. Accordingly, in which the Southeast Asia Regional Security Forum 

not only plays a role in building trust among member countries, but also officially has 

the right to participate in the settlement of bilateral or multilateral disputes in the 

region. Besides, China and ASEAN have jointly issued the "Declaration on 

Collaborative Cooperation in the field of non-traditional security", creating a new face 

for the two sides to cope with cross-border crimes: woman trafficking, illegal 

immigrant, pirates, terrorism, arms smuggling, money laundering, international 

economic crimes and cybercrime, etc... In addition, the South China Sea issue 

involving many countries in the region and the Code of Conduct (COC) in the South 

China Sea was also signed by the parties, including Vietnam and China. Moreover, 

multilateral cooperation is the basis of strengthening the confidence of Vietnam and 

China, promoting the existing relationship and reducing risks associated with 

maritime security. 

In general, from the normalization until the present, political relations between 

Vietnam and China have undergone a quite long period with many significant 

achievements which helped develop stable relationship and build stronger basis so as 

to resolve the existing disputes. The political relationship of the two countries 

developed in the past period is also in line with the general situation of the two 
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countries, meeting international and regional changes, bringing more development 

opportunities for both countries. 

2.2.3. From 2011 to 2016 

Vietnam and China tried to avoid repeating disagreements, conflicts in the past as 

well as disputes in SCS. In terms of official diplomacy, Vietnam continuously 

committed to follow the "16 golden words" in maintaining a good neighbourship with 

China.  

Vietnam continues to learn China's experience in socio-economic governance 

because China shares many similarities with Vietnam, and China is also in the process 

of economic transition as Vietnam. 

The cooperation between the two parties was also strengthened. The two parties 

maintain the exchange of delegations and establish mechanisms for cooperation and 

exchanges among parties (Ministry of Foreign Affairs, 2015). Besides, the relations 

between localities were enhanced in many forms. The exchange of people and young 

generation of the two countries were carried out regularly (Ministry of Foreign 

Affairs, 2015). 

 

2.3. Problems 

It is important to note that since the normalization of relations in 1991, Vietnam and 

China develop stable relations based on two pillars: First, the regular exchange 

mechanisms between the Communist Party and the government of the two countries 

were set to expand cooperation, manage incidents, and resolve disputes through 

negotiation. Through this dialogue channels, Vietnam seeks China's assurance about 

the non-threatening and non-use of force to solve the problems left over by history, 

especially the dispute over sovereignty, territory. In return, Vietnam pursues 
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defensive line with non-alliance arm forces. Second, Vietnam and China participate in 

the ASEAN-led multilateral mechanisms to implement confidence-building measures 

and preventive diplomacy.  

Based on the two pillars, confidence and cooperation between the two countries 

expanded rapidly. Territorial disputes over land and maritime boundaries in the Gulf 

of Tonkin in turn were resolved in 1999 and 2000. However, since the mid-2000s, 

Hanoi increasingly worried about Beijing repeatedly rigid actions in the South China 

Sea. In the two years 2006-2007, China discreetly warned international oil companies 

not to cooperate with PetroVietnam in the exclusive economic zone of Vietnam. At 

the same time, China tried to execute the jurisdiction in a vast sea area stretching 

down to James Shoal. In May 2009, China remounted United Nations Convention on 

Law of the Sea (UNCLOS) principles by formalizing “nine-dash” line without a 

reasonable explanation. Since then, China sought to change the status quo of 

Scarborough Shoal and Second Thomas Shoal. Since 2011, China has implemented a 

series of aggressive actions, threatening the current situation, leading to 

confrontations between many nations, and then regional security situation are 

worsening (Moss, 2012). China’s National Offshore Oil Corporation (CNOOC) has 

expanded its reach further southwards, drawing oil blocks for international 

cooperation inside Vietnam’s Exclusive Economic Zone (EEZ). The most striking 

aspect is using large amounts of national resources to build armed forces. In 2012, 

China established Sansha city on Woody Island of the Paracels contested by Vietnam, 

and stationed a military garrison there to protect their territorial claims in the SCS 

(Cronin & Dubel, 2013). 

As a result, it created outrage across Vietnam. Hanoi viewed this as an action 

aims to "build the status quo on the ground," violating seriously the agreements of the 
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leaders of the two countries. Freedom of navigation has been challenged when China 

arbitrarily determined the scope of prohibited penetration with three nautical miles 

radius from the rig. More worrisome, the Chinese ships deliberately use force, 

including stabbing, shooting water cannons in large capacity, using watchtower horn, 

to sink and threaten Vietnamese ships (Swaine & Fravel, 2011). 

Most recently, the event of 981 rig forces the Vietnamese to face three realities. 

Firstly, it's carefully prepared and deliberate intrigue by China aimed to infringe upon 

the waters of Vietnam. The case comes just six months after the visit of Premier Li 

Keqiang to Hanoi in October, 2014. Secondly, this is a move guided and controlled 

from the central level owing to the close collaboration between forces. Thirdly, the 

prohibition of the use of force did not prevent violence.  

 

Figure 2-1: China deployed rigs searching for oil fields in the South China Sea. 

Source: (LaGrone, 2014) 
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A step forward to supremacy in the South China Sea 

In effect, China is trying to recapture the aura of a country with a glorious sea 

fleet and gradually developing sea direction in the overall social policy, economy, and 

security. Since 2002, in the report of the 16th Party Congress, China was acutely 

aware that the first two decades of the 21st century is “strategic opportunity period” 

(Heath, 2012). 

According to White Paper in 2011, China also pointed out that the initial need 

was to focus on developing economic and society interests in order to satisfy the 

growing social and material needs (Heath, 2012) and to ensure the survival of the 

regime. Shortly after the end of the 18th Communist Party Congress (CPC), China's 

General Secretary Hu Jintao pointed out that “China should improve the development 

of marine resources, marine economy, and the marine environmental protection, 

resolutely protect maritime rights and interests, and build sea power” (The People’s 

Daily, 2012, November 9). 

For this reason, China is conducting rapidly military modernization and 

strengthening nuclear weapons, ballistic missiles and cruise missiles, sea-air power, 

and the capacity of war space and cyber warfare. In recent years, China has made 

hegemonic behaviour in the region, the East China Sea, the South China Sea and the 

Western Pacific. The decisive steps to the near waters and oceans of China were 

backed by quickly developed military power, causing a collision with the relevant 

nations in Northeast Asia and Southeast Asia, and sometimes make the situation 

become hotter, up to the vigilance of the regional international community. 

On June 30, 2015, China declared that the renovation of 7 rocks of the Spratlys 

was completed. However, the latest images captured by DigitalGlobe satellites and 

announced at the Centre for Strategic and International Studies (CSIS) in Washington 
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by Asia Maritime Transparency Initiative (AMTI) also showed that China has built 

many military installations on the rocks above, specifically in Fiery Cross Reef and 

Johnson Reef. Clearly, China is militarizing these rocks. In particular, China has 

completed the construction of a three km long runway on the Fiery Cross Reef 

together with an aircraft parking area and a path for the aircraft entering the runway. 

Besides, the satellite image of AMTI also showed a Chinese Navy ship parked in a 

beach port in the Cross. In addition, a lake in the middle of the field has been levelled 

to prepare for the construction of a harbour including nine temporary piers here. 

Meanwhile, China's ongoing construction of two radar towers, two runways, three 

communicative satellite antenna poles, a high-rise building, a lighthouse, a solar-

power manufacturer with forty four solar panels and two wind turbines at the Hughes 

Reef. 

 

Figure 2-2: China occupied and illegally renovated Tu Nghia (Hughes Reef) rocks of Vietnam in the South 

China Sea.  

Source: (Asia Maritime Transparency Initiative, 2015) 

Director of AMTI - Mira Rapp-Hooper said, all the works of China serve military 

purposes and help increase China’s ability to monitor activities of other countries in 

the South China Sea. However, China still excuses as “peace.” On June 30, 2015, the 

representative of Chinese Foreign Ministry – Mrs. Hoa affirmed renovating some 

rocks were completed “on schedule”. “In the next step, China will build the 
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appropriate infrastructure. These facilities serve primarily civilian purposes but also 

together with the catering facilities for the defense in these islands. “ After that, on 

July 1, Chinese Foreign Minister - Wang Yi declared: “A thousand years ago, China 

was a country that reached out to the sea and so, of course, China was the first country 

to detect, use and manage the Nansha Islands (Spratlys). “ His words were considered 

to “clear the way” for the announcement of a new National Security Act by the 

Standing committee of the National People's Congress, a move was regarded to 

consolidate China's ambition in the South China Sea.  

The new National Security Law of China was expected to create the groundwork 

for a “more aggressive China in the South China Sea. “The Chinese will cite the law, 

along with other domestic laws, to justify their activities”, said Bonnie Glaser, a 

senior Asia adviser at the Center for Strategic and International Studies (CSIS) 

(FlorCruz, 2015). According to her, the Law will “help” China with flexibility in 

dealing with the current challenges due to the words of this law are too broad and 

vague. China is not only confirmed that it has sovereignty over the South China Sea, 

but also stressed that the interests of their national security is being infringed and 

China has the right to conduct activities that the country deems necessary to protect 

the people and  national security, said Glaser (FlorCruz, 2015).  In the latest moves 

reported by China's Ministry of Science, “ocean space station”, which is deep in 3000 

meter below the sea level, is the project of the five-year economic development plan 

of China announced in March, 2015. This plan - number two on the list of 100 science 

and technology projects - attached special importance by China. 

Moreover, the deep-sea research station is expected to help China narrow the gap 

in research and exploitation of the seabed compared to countries like the U.S., Japan, 

France and Russia. Under President Xi Jinping, China has always expressed its strong 
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views when it claims in the South China Sea, one of the busiest sea-lanes in the world. 

Beijing issued an irrational statement of the ownership of more than 80% territory in 

these waters. 

In sum, it could be said that a stronger China has long been the most serious 

threat to Vietnam’s security. This threat posed by China toward Vietnam comes not 

only from geographical proximity but also the asymmetry of size and power between 

the two countries. China is 29 times larger than Vietnam, while Vietnam’s population, 

despite being the world’s 14th largest, is still only equivalent to one of China’s mid-

sized provinces. Given this complex context, Vietnam has been managing its relations 

with the giant neighbor - China mainly by employing hedging strategy, according to 

experts.  
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3. VIETNAM’S STRATEGY TOWARDS CHINA: HEDGING 

3.1. Vietnam’s hedging strategy: A “rational choice”  

In considering the challenges that the changes and developments in Asian region is 

offering to the world, international community is changing their thinking of the 

United States dominant position in the region with the rise of China. 

 Given Chinese size, geographic location and its increasing proficiency in 

terms of the economic development in recent years, China has increased the influence 

over economic competition, political development as well as strategic terms. This 

influence and potentiality has been strengthened by China’s military modernization, 

disputes over various ocean boundaries and sovereignty over islands in the South and 

East China Sea. As shown below, Chinese military spending has been increasing 

significantly, only behind the U.S. According to China's Ministry of Finance, the 

country is going to increase slightly its defense budget to 7 percent, corresponding to 

$151 billion, despite slowing economic growth, falling to its lowest level in this 

century (See Figure 3-1 and Figure 3-2). Reasons for the Chinese changes today could 

be considered partly as its fear of a United States-led world order (Kenny, 2002a). 

Another argument is that China always concern about alliances such as one between 

the United States and Japan against China. 

      

Figure 3-1: Overview of world military sending in 2016 

(Source: www.sipri.org) 
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Figure 3-2: The highest military expenditure in the world of the fifteen countries in 2016 

(Source: www.sipri.org)  

 

Whatever the reason, the rise of China has been predicted by experts from 

various countries that it brings less opportunities, then put more pressures and 

challenges on many countries (Dobkowska, 2014). The rise of China has been 

changing the behavior of its neighboring countries and actually impacting the policy-

making of those countries. One thing should not be ignored is that this phenomenon 

impacts over a wide range, from Asia to Latin America and even Europe. Southeast 

Asian countries, however, have the most significant and various influence. The 

difference between China’s influences in these regions is a geopolitical one. Regions 

that are far away from China only suffer economic influence of China’s rise, but 

Southeast Asia might face more complex issues such as national security and 

economic development. This may be because China shares international borders with 

these countries. Additionally, China has many historical experiences with them. 

Therefore, the national interests of neighboring countries surely get positive and 

negative influence as well.  
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Besides, it is assumed that countries in the region face a new order and a new 

political-strategic landscape. Particularly small countries will not only seek China’s 

economic cooperation in the development of the region, but also worry about China’s 

growing potential and the ability of its ascendancy over the region. Currently, the 

Chinese economy provides a great advantage to many countries. Hence, although they 

may lose other benefits, they still accept expanding economic relations with China. 

On the other hand, the rise of China has been exacerbating territorial disputes, which 

make its neighboring countries react strongly. Needless to say, the rising power of 

China enlarges gaps of national power between China and these countries, and thus 

provokes reactions of some countries, and Vietnam is not an exception. Some 

argument is that maybe in the next few years we will no longer be competitive in the 

United States-led international system. Instead, we may face an aggressive and giant 

China. Conversely, there is more debate over the uncertainty of China’s replacement 

of U.S. leadership. In effect, there is an anxiety over the rise of China due to its 

regional ambitions. Some people argued that China is not uniquely pernicious or 

aggressive, but also challenges America’s leadership to be the dominant power in the 

region, and in the world. Particularly, in Can China Rise Peacefully? Mearsheimer 

(2014) has bluntly argued that “China cannot rise peacefully”.  

Furthermore, the security structure in the Asia-pacific region has been changing. 

Indeed, the balance among the major powers, specifically the five large powers – the 

United States, Japan, Russia, China and India – has shifted, with China growing 

rapidly in relative importance.  

At present, in order to control the relations with China, no country can only stick 

to one policy. To build up their defensive capability, every country tends to hedge 
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against China. This policy is normally assumed that a combination of balancing and 

banwagoning strategies. 

For each country, foreign policy is made to preserve a range of strategic goals 

and to choose the suitable action accordingly. It may depend on the historical 

experience of country with the others, and/or nation’s current context. For instance, a 

small state like Vietnam usually combines engagement and deference because it is 

helpful to expand economic ties as well as enhance military exchanges but the country 

still maintains its independence and autonomy. However, it sometimes uses hard and 

soft balancing policy to contain Chinese threats; yet hard balancing might not be 

encouraged in a long term as it is costly. Despite this, the general strategy of 

balancing is the most common choice for small states such as Vietnam. Nevertheless, 

since China’s emergence as a superpower in the recent decades has intensified 

anxieties in Asia-Pacific area, “hedging strategy” has become a buzz word in making 

foreign policy in many nations. In fact, hedging behaviour is the norm of international 

relations in which it is argued that countries adopt a kind of insurance policy in order 

to build military relationships with other countries and simultaneously avoid 

perpetrating confrontational stances toward other states. Some other scholars argue 

that pursuing hedging behaviour by some countries in the Asia-Pacific region is 

mounted integration and engagement along with balancing strategies in the external 

security cooperation. A good example for this assumption is that Japan’s increasing 

economic and security collaborations with Vietnam and the Philippines which having 

territorial disputes with China. Notwithstanding, hedging may create “a geopolitical 

insurance strategy” which allows a state to compensate as well as diminish the threats 

from the regional powers without confronting them. In practice, it simultaneously 

empowers this nation to manage cooperative and competitive policies to guard against 
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another state that is in the ascendant (Medeiros, 2005). Whilst security benefits may 

be considered as a reason why many countries in the Asia-Pacific region recently 

pursue hedging policy, it is an unsatisfactory interpretation for strategic hedging that 

occurs when China’s unceasing efforts have been increased dramatically in seeking 

the military modernization, economic development and power projection ability. 

More broadly, Goh (2006) identifies “hedging” as “a set of strategies” in case of 

contingencies in which “states cannot decide upon more straightforward alternatives 

such as balancing, bandwagoning, or neutrality” (p.1). Instead of doing this, states 

should avoid selecting one side at the expense of another by promoting a middle 

position. In spite of trying to pursue hedging, some assume that it is not easy to 

cultivate a middle ground. Rather, countries take opposite positions. Hemmings 

(2013) insists that the basic assumption of hedging means states both prepare for the 

worst and the best by reinforcing a large and powerful military ability, strengthening 

as many alliances as possible and building many trade ties, diplomatic links, binding 

multilateral frameworks. 

In general, hedging can be elucidated as a strategy in which a country 

simultaneously pursues several different and, sometimes, contradictory policies 

toward other countries, in order to avoid a sole strategic consideration. Hedging 

strategy has been chosen under the uncertainty of the future, in which people do not 

know how the behavior of the other countries will look like. For example, hedging 

strategies may include both competition and cooperation, both prevention and 

deterrence, factors for taking the benefits of collaborative relationship, and preventing 

the strategic risks in future from the partner countries. 
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3.2. Elements provoke the urge to hedge for Vietnam: 

Given China’s re-emergence in military and economic ability with aggressive and 

assertive behaviors, Vietnam and other states attempt to find long-term policies to 

thwart Chinese ambitions which may damage their sovereignty, territorial integrity, 

and political and economic autonomy. Indeed, the adoption of hedging as Vietnamese 

grand strategy vis-à-vis China - the giant neighbour – was “a rational choice” (Le, 

2013b). Yet, what influence its choice?  

The three motivations are mentioned below based on an article of Professor Le 

Hong Hiep (Le, 2013b), the last two are the author’s perceptions: 

3.2.1. Historical experiences  

Prior to normalization, the policies of bandwagoning and balancing had been 

considered as its key strategies towards China by Vietnamese government. For 

example, Thayer (2002) mentioned that, from the early 1950s to the mid-1970s, 

Vietnam pursued a bandwagoning strategy in the form of an informal alliance with 

China that was described as close as “lips and teeth” by both Chinese and Vietnamese 

officials. Since then, Vietnam received many benefits and was no longer concerned 

about the dangers that China posed to the country due to its significant economic and 

military aid during this period (Luu, 1995).  

From the mid-1970s, however, this approach had been proved as a wrong 

decision as the Chinese authorities threatened the Socialist Republic of Vietnam by 

creating the military pressure: rallying more troops into Vietnam-China border areas 

from the North, increasing the military provocations encroachments upon Vietnamese 

territory and the sovereignty of Vietnam, making more tension in the border area. The 

wars against Vietnam that the Chinese authorities caused were the highest escalation 

in a process of criminal acts against the independence, sovereignty, and territorial 
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integrity of Vietnam ever to weaken, annex, and subdue Vietnam. Moreover, China’s 

re-emergence as a great source of threat therefore provoked Vietnam to apply a new 

policy – balancing - as its key China strategy. The strategy was included both hard 

and soft balancing, and emphasized by Vietnam’s 1978 treaty of alliance with the 

Soviet Union. Accordingly, Moscow provided Vietnam with the security assurance 

and moral support in a limited form. Importantly, Moscow agreed to increase a large 

amount of economic and military aid to the country aiming to maintain its 

intervention in Cambodia and resist Chinese military attacks along the border during 

the 1980s. Unfortunately, the balancing strategy yielded unexpected results that 

impact the national security and economic accountability of Vietnam until the two 

countries normalized their relations in late 1991 (H. H. Le, 2013a). Therefore, 

Vietnamese leader argued that neither bandwagoning nor balancing could help 

Vietnam ensure its security in the face of a more powerful China. Moreover, such 

strategies also sabotaged Vietnam’s economic autonomy as they required a certain 

dependence on external power. Consequently, Vietnam’s historical experience 

encouraged its leaders to explore hedging strategy vis-à-vis China, particularly after 

their normalisation of relations in 1991.  

3.2.2. Political factors 

Le (2013b) argues that bilateral relationship is one of the most important factors that 

shape Vietnam’s hedging strategy. This can be explained by the current nature of 

bilateral relationship between Vietnam and China. In fact, after the year of 1991 both 

countries are in a normalized relation. With the flexible nature of hedging strategy, 

therefore, Le (2013b) considered it as “a rational choice”, that could facilitate the 

Vietnam’s attainment of minimizing potential threats posed by China and managing 

the bilateral relationship with China.  
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In addition, “the dynamics of Vietnam’s domestic politics” has also made 

Vietnamese decision of hedging strategy (Le, 2013b). As explained in his article, Le 

argues that owing to the homogeneous communist system and similar political 

thought, Vietnam is increasingly separated from “the bandwagoning-balancing 

continuum”. It is interpreted that because “a segment of the Vietnamese leadership to 

form a de facto alliance with China to safeguard socialism in both countries following 

the collapse of communist regimes in Eastern Europe in the late 1980s and early 

1990s” (Le, 2013a). Meanwhile, Le (2013b) also pointed out nationalist conceptions 

that emerged from the desire of Chinese domination and highlighted by the ongoing 

bilateral disputes in the South China Sea may force the country towards the balancing 

option. Undoubtedly, the South China Sea issue certainly influences Vietnam’s 

standpoint on China as well as its policy toward this northern neighbor. It can change 

Vietnam’s traditional perception of China from a friendly neighbor to an aggressive 

power that pursues expansionism. In addition, it indicates the asymmetric relations 

between Vietnam and China that provoke Vietnam to conduct balancing method 

which may incite bellicose responses from China and destabilize the bilateral 

relationship of two countries. Furthermore, because the disputes in the South China 

Sea are also fundamental to the rise of anti-China nationalism in Vietnam, it might 

reduce any undeniable influence that the ideological and cultural affinity as well as 

the growing economic interdependence may control in bilateral relations. It could be 

said that the disputes are intricate Vietnam’s endeavors in relation to deal with the rise 

of China, and control its China strategy. In the case that the disputes cannot be 

controlled, Vietnam is likely to fortify its balancing strategies. In the case that the 

disputes are well controlled, a benign China will exhort Vietnam to uphold an 

indulgent attitude that tilts towards the era of bandwagoning. 
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3.2.3. Developments in Vietnam’s foreign relations and international 

context 

Besides the above two factors, the reason for hedging becomes a rational strategy of 

Vietnam in order to manage China is the new directions in Vietnam’s foreign policy 

in the late 1980s as well as transformations that the regional strategic outlook set after 

the end of the Cold War (Le, 2013b). Once Vietnam adopts hedging strategy, it needs 

to diversify its interrelationships with foreign partners. As a result, any change in 

Vietnam’s foreign policy plays an essential role in building and running its hedging 

policy. Meanwhile, international strategic environment increasingly changes over the 

time, especially since the end of Cold War, such as the rise of China, regional 

concerns about the American era is coming to an end, the collapse of ASEAN 

consensus as the key mediator of  security arrangements in the South China Sea, the 

U.S.’s pivot to Asia in the era of President Trump, a possibility of strategic rivalry 

between the United States and China and a new Philippine tilting toward China, have 

all facilitated Vietnam’s hedging strategy vis-à-vis China.  

3.2.4. Economic characteristics 

Another element can be considered as one of the main pushes for the selection of 

Vietnam’s hedging strategy is economic interdependence. Since 1991, Vietnam 

increasingly looked to the achievements of the People’s Republic of China as its 

economic model of development. By the end of the decade, Vietnamese leaders 

started their visits to Beijing to pay their respects and to take Chinese advice for 

Vietnam’s economic reform. Since then, Vietnam has been increasingly deepening 

ties with China in most economic sectors. It could be said that the relationship 

between the two countries has grown closer and closer and is becoming an important 

part of Vietnamese foreign policy (Tuyen, 2015). For example, foreign trade volume 
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between the two countries increased from more than $30 million in 1991 to $22.5 

billion in 2009, up nearly 700 times (Tong Cuc Thong Ke Viet Nam, 2010). From 

2011 to 2013, China ranked the third after the United States and Japan in the top 10 

importers from Vietnam, but it is the first of the 10 largest exporters to Vietnam. Most 

recently, in 2016, the economic and trade cooperation between Vietnam and China 

achieved very encouraging results. In general, in 2016, the total import and export 

turnover of the whole country reached over $350.7 billion, an increase of 7.1% over 

the same period. In particular, over the same period, exports reached over $176.63 

billion, up 9% and imports were more than $174.1 billion, up 5.2%. With $21.8 

billion import volume, China was the third largest export market for Vietnam, 

accounting for 12.4% of the country's export turnover, up 28.4%. Meanwhile, China 

is the largest importer of Vietnam’s products with an export turnover of $49.9 billion, 

equals to 28.7% of the country's total imports, up 0.9% (Bach Hue, 2017). 

China's direct investment in Vietnam in recent years has seen marked 

improvement over the first nine years after the normalization of relations between the 

two countries. During the nine years since normalization (from November 1991 to 

December 1999), China had 76 projects with a total investment capital of $120 

million, then for the 10 years until December 2009 there were 657 projects with a 

total registered capital of $2,673,941,942. Thus, in 10 years, the number of Chinese 

projects in Vietnam has increased more than eight times, while the registered capital 

increased 22 times over the first nine years after normalization, putting China at 11th 

out of 43 countries and territories investing directly in Vietnam at that time (Institute 

of Chinese Studies, 2010). In the first two months of 2017, foreign direct investment 

(FDI) in Vietnam marks a record in number of new project approvals and in both 

registered capital and disbursed capital, with China as the second largest foreign 
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investor in Vietnam after Korea. According to data from the Foreign Investment 

Agency (Ministry of Planning and Investment), China's foreign direct investment 

(excluding Taiwan and Hong Kong) in Vietnam has increased sharply. In the first 

quarter of 2017, China ranked third with a total new registered capital and capital 

increase of nearly $824 million, accounting for 10.7% of total investment, just behind 

South Korea, Singapore (Cam Tu, 2017, April 8). However, China is in second place 

for getting project approvals.  Meanwhile, in 2016, China's foreign direct investment 

in Vietnam was only $1.8 billion. Thus, only in the past three months, Chinese capital 

has been being pouring into Vietnam as much as total investment from six months last 

year (Cam Tu, 2017, April 8). 

Clearly, China has become the largest trading partner and has had an enormous 

impact on Vietnam economy. For this reason, hedging strategy rightly shapes the 

country’s grand strategy towards China.  

3.2.5. Strategic culture 

Strategic culture is also one of main motivations for Vietnam’s hedging choice. 

According to Kenneth Booth, strategic culture is a combination of various attitudes 

and patterns of behaviour of the most influential nations (Booth, 1990). As 

synthesized from the nation’s historical lessons, these attitudes and behaviour patterns 

will significantly shape national strategies towards other countries. Because of the 

persistence of strategic culture, understanding strategic culture can help leaders to 

realize or predict enemy’s action (Booth, 1990). With a long historical culture side by 

side with China, regardless being hostile or allied, Vietnam had learnt experiences in 

its relationship with this big neighbour. As a result, the understanding of a nation’s 

strategic culture may help leaders anticipate other leaders’ decisions in a particular 
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situation, and then they can build a rational strategy or a suitable foreign policy for 

their country (Butterfield, 1996).  

 

3.3.  The implementation of hedging strategy 

In order to run the hedging strategy, a guideline has been represented in official 

documents at VCP’s 7th Congress in 1991 (Annals of Congress 1986 -2014, 2014). 

Accordingly, Vietnam need to multilateralize and diversify its foreign relations that 

aim at sustaining Doi Moi, avoiding dependence on China and gaining stature in 

international politics (Annals of Congress 1986 -2014, 2014). In 1993-1994, a “vua 

dau tranh vua hop tac” strategy had been incorporated in the VCP’s official 

documents as a guiding principle for foreign policy. This strategy can be understood 

as cooperating while struggling in which it can help us to ensure common interests 

and minimize discrepancies between Vietnam and other countries. Meanwhile, we can 

still be against schemes of certain forces that seek to against our interests (Annals of 

Congress 1993-1994, 1997). Consequently, this approach was carrying the core of 

hedging strategy itself and forming the Vietnam's relations with major partners, 

especially China and United States. 

Because of the new world political situation, the Eighth Plenum of the 9th 

Central Committee of the VCP (from 2nd to 12th July 2003) had set out "the 2003 

National Defence Strategy", in which the two objects of cooperation - struggle 

strategy were classified based on more realistic factors rather on the entity itself 

(Vietnamese Communist Party, 2003). To be more particular, the principle is more 

friends, less foes. There are no permanent enemies, but only the national interests are. 

There are also no permanent partners, but there is a necessary to identify long-term 

and strategic partners. This showed a renewal on VCP's ideology that identifying 
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friend - foe first then national interests had been turned to a more flexible, dialectical 

view when properly recognized the interests in relationship with other nations. So a 

partner entity would be consider as a "cooperation-friend" with common interests and 

a "struggle-foe" in areas which interests is violated. Obviously, Vietnam has used this 

flexible strategy in the relationship with China in order to archive a bilateral 

cooperation in domestic development, and to struggle with China's threatening 

movements in the South China Sea to protect our national interests. 

Based on above analysis, there are four crucial components to operate hedging 

strategy of Vietnam: economic pragmatism, direct engagement, hard balancing, and 

soft balancing. Because economic development is Hanoi’s top priority (Annals of 

Congress 1986 -2014, 2014) and important push to modernise military ability (Le, 

2013b), economic pragmatism is the most important factor in Vietnam’s strategic 

hedging. Accordingly, when a country’s economic growth increases rapidly, the 

military modernization of the country becomes more favourable. By observing, 

considering and assessing the progress and practical achievements of these three 

components from 2006 to 2016, evaluating the success of hedging strategy might be 

favourable. 
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4. HEDGING STRATEGY: RATIONAL BUT STILL NOT 

EFFECTIVE 

4.1. Economic pragmatism: 

4.1.1. Trade 

Before making the final assessment of economic pragmatism as one of the important 

components running Vietnam’s hedging strategy, it is essential to know why it is 

logical with the purpose of the country’s choice. As an inevitable rule, in order to 

overcome backwardness and gain the wealth and prosperity, the sustainable economic 

development is the goal of many countries, including Vietnam. Therefore, since the 

normalisation of relations in 1991, Vietnamese central task is the development of 

economy (Vu Dang, 2016, October 10). Regarding the maintenance of peaceful 

relations with China, Vietnamese leaders increasingly promoted economic relations. 

In fact, after the two countries signed an agreement of “comprehensive strategic 

partnership” in 2008, Vietnam - China economic relations developed rapidly (Phuong 

Hoa, 2010). Being aware of its own interests and gaining from opportunities offered 

by China's rise, Vietnam continuously enhance its economic relations with China, 

especially in trade and investment fields.  

It could be said that although Vietnam’s growing economic interdependence with 

China is inevitable, Beijing cannot freely use economic measures to force Vietnam to 

give in over the South China Sea disputes. Le (2013b) explained that the basic reason 

is the potential costs that may incur followed the rising volume of bilateral trade and 

investment. To be more precise, he explained that despite Vietnamese minor fraction 

of China’s total foreign trade and investment, “the disruption and/or suspension of 

bilateral economic ties would certainly have a negative impact to the economies of 

China’s southern provinces as well as those industries that have a large stake in 
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maintaining their exports to Vietnam” (Le, 2013b). He also added that those provinces 

and industries are helpful agents that boost favourable relations between authorities in 

this area and Vietnam. Thence, “economic pragmatism” is apparently still a key 

component of Vietnam’s hedging strategy against China. 

According to UN’s statistics, Vietnam and China bilateral trade increased rapidly 

since the normalization, especially since 2006. For example, it rose from $10.6 billion 

in 2006 to $71.9 billion in 2016, accounting for 20.5 % of Vietnamese total trade 

turnover. Remarkably, Vietnam’s import from China continuously increased in 

dramatic numbers. In 2009 and 2010, Vietnamese deficit of trade with China 

constitutes almost Vietnam’s entire trade deficit. This number is also higher than in 

2011, and it even still happens when Vietnamese trade balance is zero or in surplus in 

2012, 2013 and 2014. It could be said that, China is Vietnam's largest trading partner 

(Phuong Linh, 2015, November 4) (See Table 4-1).  

Table 4-1: Vietnamese trading turnover from 2006 to 2016 

 

Source: UN Comtrade database and Vietnam Customs  
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Even though Vietnam’s efforts in promoting economic ties with China may be 

apparently motivated, such a strong and deep economic tie with China also brings 

about potential implications for the country’s security and domestic economy. 

Vietnam always wants to narrow trade deficit with China. However, after 

many years of intensifying their economic ties, the proportion of trade deficit from 

neighboring country is not only still very high but also tends to increase. For instance, 

in 2016, the total trade turnover of Vietnam - China reached $71.9 billion, up 8.9% 

over 2015. In details, Vietnam's exports to China reached $22 billion, up 28.4%; 

Imports from China reached $49.9 billion, up 0.9%; Trade deficit was $28 billion, 

down 13.67% over the previous year. (See figure 4-1 and table 4-2).  

Table 4-2: Vietnam’s trade deficit from 2006 to 2016 

 

Source: Author’s own collection based on OEC at http://atlas.media.mit.edu/en/profile/country/vnm/#Imports and 

Vietnam Customs at 

htpps://www.customs.gov.vn/Lists/ThongKeHaiQuan/ViewDetails.aspx?ID=1038&Category=Phantichdinhky&Gr

oup=Phantich  

http://atlas.media.mit.edu/en/profile/country/vnm/#Imports
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Figure 4-1: Vietnam – China bilateral turnover from 2006 to 2016 

Source: Author’s own collection based on UN Comtrade Database 

 

It is true to say that China-Vietnam trade relations are strong with various large-

scale fields. This may be because according to Li Yuan, Director of the ASEAN-

China Center, Vietnam has a special geographic position, a gateway for China to enter 

the ASEAN market, and Vietnam has a large labor force and the cost of labor is 

relatively cheaper while China has a lot of experience and high potential of 

investment (Minh Huu, 2017), thus, the two countries have the ability to support each 

other and development will be very high. 

In the bilateral trade relations between Vietnam and China, the positional 

correlation is very different. While the influence level of China's imports and exports 

on Vietnam's total of import-export turnover is very high, the impact of Vietnam's 

import-export on China’s total of import-export turnover is very small. Besides, the 

proportional share of Vietnam and China is 11 times higher than the percentage share 

of China and Vietnam compared with each’s total turnover, respectively. As a matter 

of fact that Vietnamese economy still depends on China because the trade balance is 
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increasingly favoring China (See table 4-3). This may also affect the investment 

motivation in supporting industries, clean and new technology of domestic and 

foreign enterprises in Vietnam. 

Table 4-3: Vietnam – China trading turnover in comparison from 2006 to 2016 

 

Source: Author’s own collection based on UN Comtrade Database 

 

Between 2006 and 2016, the share of exports to China was about 12.5% of 

Vietnam's total export turnover, but the share of imports increased from 16.5% to over 

28.7%. In fact, Vietnam's exports to China are just 1.38% of China's imports, 

compared with over 28% of China's export value of the total of Vietnam's imports 

value (the difference was 21 times).  In 2016 Vietnam exported to China around $22 

billion and imported $49.9 billion, increasing by over 2 times. This discrepancy is 

expected to be greater in the future. By 2016, the share of imports from and exports of 

Vietnam to China were 28.68% and 12.44%, respectively. Although Vietnam gained 

trade surplus between 2012 and 2014, trade deficit from China was not decreased but 

continued to increase strongly (See figure 4-2 and table 4-2). 
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Figure 4-2: The dependence ratio of Vietnam - China export-import value 

Source: Author’s own collection based on Vietnam Customs and UN Comtrade Database.  
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In 2016, Vietnam import turnover of 10 main commodities reached $110.78 billion, 

accounting for 63.6% of the total import turnover. Among them, the largest group was 

machinery, equipment, tools and spare parts (over $28.37 billion) followed by computers, 

electronic products and components (over $27.87 billion); phones and components (over 

$10.56 billion); fabrics (over $10.48 billion) (Vietnam Customs, 2017). In particular for 

importing goods from China, the imports of machinery, equipment, tools, and spare-parts 

from China had turnover of nearly $9.28 billion, up 2.8% over the same period last year 

(Vietnam Customs, 2017). Imports of computers, electronic products & components were 

$5.92 billion, up 13.7% (Vietnam Customs, 2017).  Phone parts and components in 2016 

were mainly imported from China with more than $6.14 billion, down 11% over the same 

period last year (Vietnam Customs, 2017). Raw materials were also imported from China 

with a turnover of more than $8.02 billion, up 5.3% over the same period last year (Vietnam 

Customs, 2017). Many of Vietnam's manufacturing industries were heavily dependent on 

China for inputs (materials, inputs) and outputs (consumer markets). It is worth mentioning 

that many products which are Vietnam’s strength, such as agricultural and aquatic products, 

are still massively imported from China to Vietnam (Bao Viet Security, 2016). According to 

Vietnamese General Statistics Office (GSO), there nearly half of the fruits and vegetables 

imported from abroad into Vietnam are from China. Not only importing fruits, vegetables, 

but also raw materials and production materials such as reapers, rice seeds ... also depend on 

China. According to Ministry of Agriculture and Rural Development (MARD), Vietnam has 

about 700,000ha of hybrid rice (mainly in the North and North Central) but the source of 

hybrid rice is mainly imported from China (accounting for 60-70% of the area) (Bao Viet 

Security, 2016). Each year, Vietnam spends about $40 million to import 13,000-15,000 tons 

of rice seed from China, equivalent to the export of 100,000 tons of rice in premium quality 

(Bao Viet Security, 2016). Clearly, the import commodities and Vietnam's dependence on 
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China's market, especially materials and inputs for production, may cause serious impacts on 

the domestic economy, especially in the context of Vietnam's economy is going to establish 

the stability of macroeconomic factors (See figure 4-3). 

 

Figure 4-3: Top 10 of Vietnam imported goods in 2016 

Source: (Vietnam Customs, 2017) 

 

In terms of export, according to General Department of Vietnam Customs, China is the 

biggest importer of computers, electronic products & components from Vietnam with $4.1 

billion, up 47.2%. Vietnam's footwear exports to China totaled $905 million, up 20% from 

2015. Export of aquatic products to China reached $685 million, up 53%. Exports of wood 

and wood-based products to China reached more than $1.02 billion, increasing by 4.7%. 

Group of agricultural products exported to China was nearly $3.13 billion, up 50.4% over the 

previous year (Vietnam Customs, 2017) (See figure 4-4): 

Import 
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Figure 4-4: Top 10 of exported goods in 2016 

Source: (Vietnam Customs, 2017) 

There are five reasons on why Vietnam import too much from China. Firstly, most of 

Chinese goods (from machinery to raw materials and consumer product) are very cheap 

because the cost of Chinese labour is the lowest in the world (Minh Huu, 2017). In addition, 

China maintains export support policies in various forms. With low prices, productive models 

and diverse types, Chinese consumer goods are widely accepted by Vietnamese, especially 

for low income earners. Raw materials from China are also imported because of cheap prices, 

especially when Vietnam does not have enough supporting industries to supply raw materials 

for the export processing industry. China's cheap machinery and equipment are chosen by 

many Vietnamese enterprises, especially small and medium enterprises, due to their limited 

financial capacity. Secondly, the weak competitiveness of Vietnamese goods, in terms of 

price and quality, many of Vietnamese products are difficult to penetrate into the Chinese 

market (Trung tâm Thông tin - tư liệu, 2014). In addition, the fact that most of Vietnam's 

goods haven’t created their brand names in the international market is a minus in 

competitiveness. Thirdly, in the structure of products in the Vietnam-China trade, Vietnam 

Export 
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mainly exports to China minerals, agro-forestry-fishery products (accounting for over 70% of 

total exports to China). These are low added value products, suffering unstable price, tending 

to decrease, and comparatively low price in comparision to processed products. Meanwhile, 

products imported from China are mainly chemicals, basic products, machinery and 

equipment, accounting for over 80% of total imports from China. Fourthly, Vietnam has 

almost no technical barriers to Chinese imports, from food safety standards to technical 

standards and product safety for imported machinery, equipment and appliances (Hung 

Cuong, 2012). Therefore, China's goods, regardless of quality and standard, can still be easily 

imported into Vietnam. In reverse, beside technical barriers, China only allows Vietnamese 

export commodities going through designated ports for easy control (such as seafood only 

through Mong Cai; natural rubber only through Mong Cai and Luc Lam; fresh fruits only 

through Lao Cai and Lang Son). Fifthly, the domestic production capacity is not enough to 

meet demand, weak competitiveness, low investment efficiency and labor productivity (Bui, 

2014; Trung tâm Thông tin - tư liệu, 2014). More importantly, enterprises have to import 80-

90% of raw materials for production and China is a plentiful supply market. More 

importantly, due to the weak ancillary industries, Vietnamese enterprises have to import 80-

90% of raw materials for production, and there is no better supply source than China. 

Regarding the structure of imports, following Broad Economic Categories (BEC), it can be 

seen that the majority of Vietnamese goods importing from China are industrial auxiliary 

goods and intermediate goods for production, and imports of these two groups from China 

increased more than from other regions of the world. With a 20% share of consumer goods, 

35% of manufactured goods, 35% of supporting industries and spare parts, there is about 70% 

of Chinese goods imported into Vietnam to serve production activities of FDI enterprises and 

Vietnamese enterprises. It can be assumed that the import from China FDI enterprises has 

been used to produce exports and create a trade surplus for Vietnam. 
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Actually, there is a worrying fact that not to mention consumption goods, a series of 

projects including important works and projects from thermal power plants to cement and 

machinery for agricultural production, Vietnam are using cheap "Made in China" products. 

Many small and medium enterprises, even some large enterprises are using Chinese 

technologies in manufacturing. Although these technologies are available, easy to use and 

cheap, in the long run, this will not only put Vietnam at a lower level than China in terms of 

manufacturing technology but also testing the motivation of research and development from 

Vietnamese enterprises. 

There is other fact that using Chinese technology will result in low labor productivity, 

high energy consumption, and low efficiency and especially there is a large number of 

equipment, machinery, works needed to be repaired or replaced when starting into production 

in a short time. This leaves long-term consequences for local producers in particular and 

undermines the competitiveness of the Vietnamese economy in general. 

Vietnam is falling into the trap of trade liberalization in the Vietnam-China relationship. 

It could be said that despite of richness in resources, Vietnam has a lower level of 

industrialization than China. The domestic economy is attracted by the export of raw 

materials, and preliminary processing. In the meantime, China exports finished products with 

high competitiveness to resources of exporting countries. As a consequence, Vietnam's 

industrial production has been shrunk or even undeveloped as it is tied to the export of 

resources and low-tech commodities. In the long run, the economy will lose its ability to 

improve productivity because the industrial production is lost and the innovation is low.  

Because Vietnamese economy is still weak and developing, importing from other 

markets is easy to understand. Additionally, because China is the world's leading economy, it 

is normal to import too much from this market (Trần, Bui, & Le, 2016). If Vietnam does not 

import from China, Vietnam must also import from other markets because of its poor 
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production capacity. Because there is no auxiliary industry, Vietnam has to import raw 

materials if it wants to export products. If the dependence on China’s economy is decreased, 

where Vietnam will import from and if it imports raw materials, machinery and equipment 

from other countries, will the goods of the Vietnamese enterprises be competitive or not? 

What is more, due to security interest Vietnam attempts to promote bilateral economic 

ties, but Vietnam’s attainments from this might produce opposite effect. If its economic 

interdependence with China still rises, as a matter of fact, Vietnam’s enhanced national 

security and defense capabilities through its on-going military modernization would have 

been impossible. Indeed, if Vietnam cannot produce surplus from its bilateral trade with 

China, it might be difficult for the country to upgrade its military ability. 

In summary, in terms of interests, the bilateral trade relations over the past ten years 

have been tilted towards China, as China mainly exports refined commodities and imports 

raw materials. As such, it can be said that Vietnam’s domestic production and business 

activities are heavily dependent on China. If Vietnam does not diversify both export and 

import markets, it will be increasingly reliant on China in the field of trade. As a 

consequence, if China adjusts its trade policy and applies protective measures for its domestic 

production, supporting its export, or forbidding or restricting certain imports and exports; 

Vietnam’s economy will face many difficulties, even in the short term. Moreover, the 

country’s national security might be damaged significantly. 

 

4.1.2. Investment 

Since the launch of the market opening policy, Vietnam has attracted more foreign investors 

to exploit, created more opportunities for them to participate in bidding for domestic projects 

or cooperate with them in many areas. Especially, China's direct investment in Vietnam in 

recent years has made remarkable progress. Since 2000, China's investment has grown 
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rapidly in terms of quantity, scale and location. During the first 9 years, the average 

investment capital of a small project is about $1.5 million. In recent years, the average 

investment capital of a project is about $4.3 million; even there are many projects from $1 

million to $10 million. Projects with investment capital of $10 million to $100 million were 

mainly launched since 2007 (Institute of Chinese Studies, 2010). For Vietnam, this has twin 

effects. On the one hand, this has brought great economic results. On the other hand, it 

created more pressure and increased competition for domestic companies, and in turn 

affected in Vietnam's current economic growth. It is not about quantity, but quality.  

In fact, there are many big and important packages of Vietnam now fall into foreign 

hands, especially Chinese contractors. Up to 90% of Engineering Procurement and 

Construction project (EPC) in Vietnam are undertaken by Chinese contractors, mainly in 

petroleum, chemicals, electricity and knitting. And there are nearly 30 Chinese enterprises 

involving in national key projects (Hoang Lan, 2014, May 12). For electric power, there have 

been many billion dollars projects falling into Chinese contractors, for example: the project of 

Quang Ninh 1 & 2 power stations with a value of $400 million, My Tan 2 electricity projects 

with $1.3 billion, Duyen Hai 1 electricity projects with US$4.4 billion (Hoang Lan, 2014, 

May 12).  

In April 2014, the Research Institute of Mechanics (Ministry of Industry and Trade) 

announced statistics in terms of Vietnam has 20 thermal power projects, of which 15 works 

are Chinese contractors, and thus the basic localization rate is 0%. There are 10 major 

projects in Vietnam undertaken by Chinese contractors: Cat Linh - Ha Dong urban railway, 

Ha Noi - Hai Phong expressway project, Noi Bai – Lao  Cai expressway, bauxite mining in 

Central Highlands, Lao Cai iron and steel plant, Duyen Hai I thermal power plant, Mong 

Duong 2 thermal power plant, Song Bung 4 hydropower plant, Golden Westlake, textile 

factory in Laiwu industrial zone (Hoang Lan, 2014, May 12). 
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The main reason for the above situation is that bidding documents for big projects are 

often assigned to foreign consultants. Standards are documented mechanically, reproduced 

from documents rated as qualified international standards. Except the appointed cases, 

therefore, there are very few Vietnamese enterprises qualified for the bidding or even 

subcontractors because if the Chinese company wins the contract, they will supply almost all 

of materials including unskilled worker. For small packages, although some Vietnamese 

businesses are eligible for the bid, they again face the cost of filing standards and the 

extremely large 'cost of relations' (Hoang Lan, 2010, August 7).  

Indeed, China is an investor who brings both opportunities and challenges. In the first 

three months of 2017, China’s FDI in Vietnam reached a record level over the same period 

last year, both in terms of number of newly licensed projects, registered capital and disbursed 

capital. However, the ranking of investment countries has changed when China overtook 

Japan and Singapore to become the second largest foreign investor in Vietnam after Korea. 

Although foreign direct investment from China increased strongly in Vietnam but it is not 

quite a good thing. 

In recent years, many Chinese enterprises provided capital for Vietnam, which is often 

identified as to catch the opportunity of Trans-Pacific Partnership agreement (TPP). 

However, as the United States withdrew from the agreement, the fact that China continued to 

increase its investment in Vietnam has many concerns. This is because in the last few years, 

China has changed the technological process to cleaner environment. This leads to the risk 

that backward technology from China could be brought to Vietnam. In an interview with 

VnExpress newspaper, Doctor Ngo Thang Loi - a professor of National Economics 

University, said that the direct investments from China are disquiet because their projects are 

often with cheap labor, erode resources and destroy the environment (Cam Tu, 2017, April 

8). He also argues that while the investment environment of Vietnam now needs quality, as 
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estimated, the influx of FDI from China into Vietnam may not be guaranteed. In particular, 

technology from China can be low-tech or energy-intensive technology. 

Although the flow of capital from China does not bring much benefit to Vietnam in 

terms of environment and technology, Vietnam cannot refuse. If it continues, however, 

Vietnam will face the risk of increasing trade deficit. Furthermore, this might affect energy 

security and national security. 

 In a flat world, the economic binding or interactions are an objective necessity. Also, in 

the context of international economic integration, Vietnam needs to diversify its partners to 

seize opportunities. As proved by history and practice, however, the over-reliance on a given 

market might lead to risks of volatility. To a large extent, in order to ensure the national 

security, Vietnam needs to actively build an independent, autonomous economy through 

appropriate steps, routes and ways to deal with the risk of excessive reliance on China. 

As discussed above, economic pragmatism is indeed a vital element of Vietnam’s 

hedging strategy vis-à-vis China. Nevertheless, the implementing process, practice influences 

and corollary of this component ten years ago might be considered as an obvious evidence for 

the unsuccessful operation of Vietnam’s hedging strategy. It not only affects the 

implementation of other component – hard balancing, but also produces a new risk of 

national security. 

In order to have a close look at influences that economic pragmatism creates during the 

implementation of hedging strategy, the thesis introduces a case study of Mekong River 

Basin: 

4.1.3. Greater Mekong Sub-region (GMS) 

For Vietnam, the so called “the Treaty of Amity and Cooperation” (TAC) of China, in 

essence, is Beijing’s assertive foreign policy.  Despite positive signs in Vietnam – China 

relations since 1991, fundamental difficulties still remain as to the cooperative efforts of 



 

80 

 

managing the South China Sea disputes. In April 2007, 41 Vietnamese fishermen were 

detained near the Spratlys by China’s naval vessels (Hensengerth, 2010).  Since 2011, China 

has repeatedly moved Haiyang Shiyou 981 oil rig into disputing waters. Simultaneously, 

China has dredged and occupied some of the claiming Paracel Islands (Council on Foreign 

Relations, 2015).  

In order to “mitigate the China – threat perception” Vietnam engages China in 

cooperative programmes, especially the Greater Mekong Sub-region (GMS) (Hensengerth, 

2010). This is perfectly suited to the logic of one of the hedging strategy’s components – 

economic pragmatism. 

According Le Hong Hiep, to operate hedging strategy Vietnam needs to deploy 

“economic pragmatism” component (Le, 2013b), in which it is encouraged to intensify 

economic cooperation with China, and the GMS is such a cooperation. In such cooperative 

endeavor, in spite of Vietnam’s interests in building hydropower in upstream and its plans to 

purchase hydropower, the country’s national interest and security are still threatened. 

a. Background 

Originated from China’s Tibetan mountainous plateau, which is about 5,000m above sea 

level to Mekong Delta, the Mekong river is the tenth-longest river in the world flowing 4,909 

km through six countries: China, Myanmar, Thailand, Lao PDR, Cambodia and Vietnam 

(Mekong River Commission, 2017). Even though the river is twelfth in term of length in the 

world, eighth in term of water discharge (International Center for Environmental 

Management, 2010), with a total of annual flow around 475 billion cubic meters per year into 

the sea (Hortle, Lieng, & Valbo-Jorgensen, 2004). The trans-boundary Mekong river basin is 

the twenty-first in terms of largest river basin of the world with a total area of 795 000 km2 

(Mekong River Commission, 2017), sharing with China and Myanmar are called the Upper 
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Mekong Basin (UMB) while the rest is Lower Mekong Basin (LMB) (Mekong River 

Commission, 2000).  

The aquatic, wetland, forest and fishery resources from the whole river system are the 

main life-source supporting around 70 million people (Cambodia’s Development Policy 

Research Institute, 2008). Most of them are poor farmers and fishermen who live on these 

riparian parts of the world (Pearse-Smith, 2012).  

Table 4-4: Country areas in the Mekong river basin 

 

Source: (Food and Agriculture Organization, 2011) 

 

Vietnam is located at the bottom of the Mekong River, which is the gateway for 

important transport routes in the basin. For Vietnam, the Mekong basin occupies 25% of the 

country's land area and 35% of the country’s population, and thus, this area is strategically 

important for the Vietnamese socio-economic development, ecological environment and 

defense security. 
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Figure 4-5: Map of Mekong river basin 

Source: (Food and Agriculture Organization, 2011) 
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In 1992, China (in particular Yunnan and Guangxi), Lao People's Democratic Republic, 

Myanmar, Thailand, Cambodia and Vietnam, which are commonly characterized by common 

history, culture, with the support of the Asian Development Bank (ADB), initiated the 

economic cooperation program in the Greater Mekong Sub-region (GMS), aiming to 

strengthen economic relations with each other. With the support of ADB and other 

development partners, the GMS helps identify and implement high-priority projects of the 

sub-region in a wide range of fields: transportation, trade – transportation support, energy, 

agriculture, environment, human resources, urbanization, tourism, information and 

communication technology, telecommunications, border gate economic zones and others. The 

common tasks are to improve connectivity through the sustainable development of physical 

infrastructure and the transformation of transport corridors into transnational economic 

corridors; intensify competitiveness through the efficient support of cross-border passenger 

and cargo transport, market integration, production processes and value chains; enhance 

public awareness through programs and projects addressing common social and 

environmental concerns (The Asian Development Bank, 2015). The GMS has developed 

dozens of collaborative projects and programs with the capital up to billions from ADB so 

far. 

b. The downstream impact is already visible: 

It could be said that although the GMS partly help improve Vietnam – China economic 

relations to develop Vietnamese domestic economy, Vietnam itself provides an opportunity 

for China to exploit its sources. Hydropower has long been considered as a "green energy" 

source since it can be renewable and has non-greenhouse gas emissions in the production 

process. In addition, the dams theoretically also help control flow, regulate water flow, 

prevent flooding or drought in downstream; help the agricultural development. For these 

reasons, while the development of other renewable energy sources such as marine energy, 
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wind power, solar energy, etc. are subject to financial and technical constraints, hydropower 

is a rational option (Trung Tâm Con Người Và Thiên Nhiên, 2012).  

Technically, the hydropower potential in the Mekong basin could be as high as 176,350 - 

250,000 MW. The four downstream countries (Cambodia, Laos, Thailand and Viet Nam) 

have a national hydropower potential estimated at 50,000 - 64,750 MW, of which the 

downstream of the Mekong can provide 30,000MW (International Center for Environmental 

Management, 2010). 

In the late 1990s, because of the rising demand of economic growth and energy 

(International Center for Environmental Management, 2010), China began to build at least 

seven hydropower dams in the upstream of Mekong River and has now completed and 

commissioned four dams. At the same time, Laos and Cambodia began to plan to build 12 

dams on the mainstream. The tributaries of the Mekong have also been mined for 

hydropower. In 2011, there were more than 30 completed dams and other 12 were under 

construction. It is expected that by 2030 there will be an additional 30 hydropower dams 

deployed on tributaries (Stone, 2011). 

China is building a system of dams that is a strategic importance for their energy. This is 

a part of China's East-West Transmitting Project. Accordingly, Yunnan province will supply 

Guangxi with power. In Yunnan alone, China has been building up to 14 large dams for 

hydropower, including the world's tallest completed dam Xiǎowān (292m), which has the 

equivalent of all the reservoirs of Southeast Asia (Hoan, 2009). The upper-stream dams like 

Xiǎowān might change the water flow, the pace of the Mekong River as well as water quality 

and even impact the ecological diversity of the river. Moreover, the Chinese Yellow River 

dam which has been building to bring water from Yangtze River to the north is the most 

dangerous dam. This is because China will have to take water from the Mekong River to 

compensate for Yangtze and this obviously damages the water source of downstream. 
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While hydropower brings about direct benefits to national grid consumers, developers, 

financial investors, and local governments, most of the costs and damages from hydropower 

development are placed on vulnerable riverside communities and some economic sectors 

(International Center for Environmental Management, 2010). Vietnam is the only country 

without mainstream hydropower, thus will be most influenced for being located in the end of 

the Mekong River. Especially, the Mekong Delta and the Central Highlands that are the 

important part of Vietnam’s territory are affected mostly. Clearly, this is because up-stream 

dams will prevent silt from the Mekong Delta, affecting fish resources and its agriculture. As 

a result, 17 million Vietnamese living along the Mekong will directly suffer from the 

environment consequences of the deployed energy projects: erosion, water shortage, 

inundation,… (Hoan, 2009): 

Flow  

Once the hydropower dams are built, the water pressure between the river and sea will 

be reduced. Along with this, the decreasing ability of flow in dry season, the effects of 

climate change and the rise of sea level will increase salinity intrusion, affecting agricultural 

and aqua-cultural production in the Mekong Delta. 

Alluvium  

Every year, the Mekong River transports about 160 million tons of silt. The amount of 

silt in the Mekong Delta is currently about 26 million tons per year, down to 7 million tons 

per year in the future. Additionally, a large amount of silt will be trapped by dams. Therefore, 

the amount of nutrients decreases from 4,157 tons per year to 1,039 tons per year. This will 

lead to a decline in agricultural and fishery productivity, increasing riverbank erosion. Loss 

of silt associated with the phenomenon of reducing sediment along the coast leading to the 

lost opportunity of expanding the size of the Mekong Delta (Trung Tâm Con Người Và Thiên 
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Nhiên, 2012). On the other hand, the impact of coastal flows along the southwest will 

increase erosion in the eastern coastal areas near the estuaries (Xue, Liu, & Ge, 2011). 

For example, in the high flood season of the year 1998, the acidic sour water spreads that 

affect the sowing. Mekong tributaries in Mekong Delta that normally accumulate noxious 

substances during the dry season are not finned by floodwaters. When the flood was in super-

high level, China’s hydropower flushes, downstream area catches up enough (Hoan, 2009). In 

the dry season, hydropower dams on the Mekong basin intensify water storage. At that time, 

Cambodia uses more water, and then Vietnam is placed in a difficult situation. This is 

because if the Mekong Delta is not received enough water flow over 2,000 𝑚3 per second, 

salt water from the sea will penetrate very deep (Hoan, 2009). The presence of too many 

hydroelectric dams on the Mekong River in the coming time will make the dry season in the 

Mekong Delta dry up. 

Aquaculture 

If mainstream dams in downstream are implemented, freshwater aquaculture, marine 

fisheries and aquaculture of Vietnam will be affected. According to Mekong working group, 

the loss of white fish in the Mekong Delta is about 240,000 to 480,000 tons / year. In the 

Mekong basin, there are 65% of white fish, 35% black fish. If the price is $2,500 per ton, 

every year Mekong Delta will lose about $500,000 to $1 billion of only white fish. Because 

black fish eats white fish for survival, the disappearance of white fish causes the loss of black 

fish (Trung Tâm Con Người Và Thiên Nhiên, 2012). Additionally, due to the fluctuations of 

nutrient resources and the dynamics of coastal riverine, the output of coastal fisheries in the 

Mekong Delta has also decreased. What is more, aquaculture is also affected by the 

decreasing flow, leading to a decrease in river cleaning capacity and nutrient content. 
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In sum, it could be said that Vietnam’s efforts in running hedging strategy has not been 

succeeded, especially in the case of Mekong River basin – GMS because Vietnamese 

interests bring about contradictory results. Although the co-operations over transnationally 

shared freshwater resources between Vietnam and China have improved its economic 

relations with China, they may result in unexpected results on Vietnam. Obviously, “instead 

of curbing its dam-building, China is hard at work building several more Mekong dams, 

where the downstream impact is already visible” (Chellaney, 2016). This action is 

undoubtedly threatening Vietnam’s national interest and security in general, and particularly 

the life-source of indigenous people living in the lower areas of the Mekong (International 

Rivers, 2008). Recently, upstream countries have been building hydropower projects which 

prevent water source flowing into Vietnam, seriously affecting areas that mainly depend on 

that water resource (Bộ Tài nguyên và Môi trường, 2010).  

 

4.2. Hard balancing 

Hard balancing can be considered as a useful tool for Vietnam in order to ensure its security 

in the South China Sea in the context of China’s superior military capabilities. Having 

become a new strategic space since the late 1980s, the South China Sea represents the tense 

situation among China, Vietnam, the Philippine and other South-East Asia countries. To 

Vietnam, with a coastline of 3,260 kilometres, this is an extremely important mission to 

defend the coastal and the territorial integrity within its Exclusive Economic Zone (EEZ). To 

China, following the navy vision of China by Admiral Liu Huaqing (1916-2011) outlined in 

the mid-1980s, identifying many advances in naval doctrine, the Chinese navy has changed 

its strategy from coast-to-coast defence to offshore-defence, but the new strategy adopting a 

number of transit steps is called deep-seated defence, centred on the capabilities of new 

weapons. Under a maritime renaissance, the South China Sea becomes the frontier of intense 
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geopolitical and trade competition, and most important, the defence barrier for China’s 

Hainan Island – the home of Asia’s largest naval base.  As the matter of fact, China is 

forming “a strategic triangle in the South China Sea” (see Figure 4-6): from a group of 

“artificial islands” in the Spratly Islands (centred on Fiery Cross Reef), Paracel Islands 

(centred on Woody Island) and Scarborough Shoal with a significant naval installation and 

airbase building. 

 

Figure 4-6: Chinese triangle strategy in the South China Sea  

Source: Nippon.com 

Back to Vietnam situation, since the beginning, the Vietnamese military doctrine is to 

maintain the construction of a people’s war posture: the war of the people to defend 

homeland, maintain stability and create a favourable environment for development, and ready 

to defeat any enemy’s intent to invade the country at the same time. In order to modernise its 
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military power, Vietnam has been buying “modern hardware from foreign countries, and 

developing a domestic defence industry” (Le, 2013b). Indeed, while Vietnam has been 

continuously investing in the production of its own weapons and equipment that are 

compatible with its technological capability, procuring a large amount of weapons and 

technological equipment from foreign countries so as to enhance the strength of Vietnamese 

People’s armed force (Ministry of Defence, 2009).  

Indeed, Vietnam’s military modernisation began after the policy of economic reform 

under Doi Moi was initiated. Since the beginning of the 1990s, the military expenditures 

could not meet the minimum requirements of the army (Thayer, 1997). This may be due to 

the unstable economic development of Vietnam. However, a decade later, when economic 

growth reached the blooming period, Vietnam’s military modernisation has reached 

significant progress, especially regarding naval power. From 2006 to 2016, Vietnam’s 

spending on defense rose in absolute terms from $1.8 billion to $5 billion that averaged $3.4 

billion per year. Vietnam's defense budget was estimated at between 1.94% to about 2.6% of 

GDP. By 2020, Vietnam’s defense spending will increase further $6.2 billion, predicted by 

Jon Grevatt, Asia Pacific Defense Industry Analyst, Jane's at IHS (Yan, 2016. May 23). 

Figure 4-7 provides details of Vietnam’s military expenditures from 2006 to 2016. 

Figure 4-8 shows that Vietnam’s main weapon supplier is until recently Russia with 

about 80% of its military purchases (Yan, 2016. May 23). Especially, its major purchases are 

surface and submarine fleets. Besides, it has developed coastal defence with the purchase of 

anti-ship batteries and missiles. In addition to the military contract with Russia, now the U.S., 

European countries and Israel have their shares in the Vietnamese market. Most recently, on 

May 25, 2017, the United States handed over a high-capacity marine patrol vessel CSB 8020 

to the Vietnam Coast Guard (VCG) in Honolulu city, Hawaii. The CSB 8020 may help 

improve the cognitive ability of maritime affairs of the VCG. At the same time, it can 
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strengthen their capacity in implementing maritime law enforcement, searching and rescuing, 

and humanitarian response. Specially, “this is a symbol of the comprehensive US-Vietnam 

partnership”, said US Coast Guard Adm. Michael J. Haycock, assistant chief of staff and 

military officer (Nhu Tam, 2017, May 26). Furthermore, the U.S. has sent six fast patrol 

vessels to Vietnam aiming to bolster its coast guard and counter Chinese ambitions in the 

SCS (Nhu Tam, 2017, May 26). What is more, in recent years, Vietnam has been trying to 

upgrade its domestic capability by attending joint production activities and intensifying R&D 

(Yan, 2016. May 23). 

 

 

Figure 4-7: Vietnam’s military expenditure (2006-2016). 

Source: Author’s own collection based on TradingEconomics, 

https://tradingeconomics.com/vietnam/military-expenditure. and Military Spending in 

Vietnam, http://militarybudget.org/vietnam/. 
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Figure 4-8: Vietnam major defence acquisition since 1995.  

Source (Le, 2013b) 
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Figure 4-9: Vietnam Strategic missile-defence force  

Source: Benoit Noget 2016 

Figure 4-9 presents the data for Vietnam military acquisition, the areas of interest in the 

ground weapons system are the BAL-E and Bastion K-300P Bastion missiles, along with the 

K-300P anti-aircraft missile system. Vietnam's military modernization focused on naval 

equipment but did not forget to renew the armament system for the army. The main purpose 

is to defence the country sovereignty. This strategy uses missiles to destroy and disable all 

enemy military facilities in the security zone as determined by the range of missiles, but those 

factors and the number of launchers increase the cost. Vietnam's missile defence strategy can 

only handle a part of threats and is only effective by a self-supply ammunition industry.  

In sum, China's new defence theory puts on the development of arm forces with the 

assumption of new space and frontier control and defence. The fact is that Vietnam did not 

make the mistake of placing the purchase of a weapon depending on the prospect of the 

Chinese, because Vietnam military doctrine is not to create a completely destructive arms 

race. If the firepower gap between China and Vietnam is clearly inclined toward China, 

Vietnam will still have an impact on China's aggressive stance with its defence strategy and 

one unique military doctrine: the people’s war posture. 
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4.3. Soft balancing 

Soft balancing is one of the foreign policy-balancing options in theories of balancing power. 

In spite of its long-standing existence, the concept of soft balancing remains incompletely to 

recognise or difficult to define. In attempting to put some order to this confusion, various 

scholars have defined multiple meanings of soft balancing. Kenneth Waltz, Keir A. Lieber 

and Gerard Alexander view soft balancing as efforts that form alliances or co-operate with 

other countries to counter powerful state (Lieber & Alexander, 2005; Waltz, 1979). At this 

point, there were many definitions of alliance and Bergsmann (2001) pointed out those 

definitions generally accentuate formal and informal cooperative arrangements of some 

consequence among at least two states. They usually relate to military and security affairs. 

Walt (1987b) defines “alliances as a formal or informal relationship of security cooperation 

between two or more sovereign states” (Walt, 1987b, p. 1). 

However, soft-balancing is also a measure that uses “non-military tools to delay, 

frustrate, and undermine aggressive unilateral military policies” of stronger state (Pape, 

2005). Particularly, soft balancing is undertaken by international institutions, economic 

methods, and diplomatic arrangements (Pape, 2005). 

In respond to Chinese assertiveness in the SCS, Vietnam in recent years expanded its 

security cooperation with other powers in the region. For example, Vietnam has been 

strengthening its cooperation with the US and Japan in relation to maritime security issue. 

Three countries share common goals including the maintenance of freedom of navigation in 

the South and East China Sea (ECS) based on the laws and current international practices 

which have extremely important meaning for the survival and prosperity of the region and the 

peoples, because these waters supply enormous resources and provide safe maritime routes. 

Apart from this, three countries have no intention to intervene on territorial disputes of other 
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countries but they do not recognize the rights and maritime interests that China unilaterally 

declared over SCS and ECS. 

In August 2010, the US aircraft carrier George Washington visited Vietnam, during that 

time, the two countries held joint military training within a week. In the next three months 

later (Nov, 2010), Vietnam had an invitation for the foreign navy on the use of services in the 

port of Cam Ranh (upgraded with Russia’s help), which attracted a lot of attentions, and 

seemed to lead to an increasing presence in the region of Russia, the US, Japan, Korea and 

India (Bland, 2011). 

Furthermore, the Vietnamese and the US government have established an agreement to 

tie firmly the cooperation between the two sides in July 2011. Accordingly, both countries 

have conducted joint exercises at Da Nang city. Besides, there have been many high-level 

state visits of the US Navy. The Naval cooperation improved rapidly between the two 

countries and have also attracted a lot of attentions (Barta, 2011, July 16). The most recent 

visit to Vietnam in 2016 is by President Obama on the fully embargo lift towards Vietnam. 

Besides these, Vietnam has been trying to deepen its ties with major powers by 

multilateral arrangements. Particularly, by 1995 Vietnam had successfully established 

diplomatic ties with all major powers, including the US. Since the early 2000s Hanoi has 

endeavoured to develop bilateral ties through the establishment of “strategic partnerships”. 

By September 2013, Vietnam had established strategic partnerships with Russia (2001), 

Japan (2006), India (2007), China (2008), South Korea, Spain (2009), the United Kingdom 

(2010), Germany (2011), Italy, Thailand, Indonesia, Singapore, and France (2013). 

In addition to military co-operations with other major powers in region, Vietnam has 

also soft-balanced China by many economic and diplomatic methods. Nevertheless, it is 

important to note that even though Vietnam’s strategy has been deploying in direct way and 

gain certain achievements, the country still faces several challenges: 
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4.3.1. Economic factor as an obstacle 

It is important to note that even though Vietnam’s achievements in economic development 

under Doi moi are undeniable, the country’s interests add more tensions in terms of its 

disputed waters with China. This factor reflects the truth that until 2016 Vietnam’s hedging 

strategy has not been deployed significantly. 

After the reunification of the north and the south of Vietnam, on August 9, 1975 the 

Vietnamese Communism of Party (VCP) Politburo issued Resolution no. 244 NQ/TW as a 

guideline for the promotion of oil and gas exploration in the whole country. As discussed in 

the Resolution, the continental shelf off the southern coast and the Tonkin Gulf are the most 

important areas for sovereignty and economic values (Tien Dung, 2016, November 15). 

According to VCP, the southern continental shelf was the key target showing that there was a 

great potential of oil and gas there (Tien Dung, 2016, November 15). Be aware of this, in 

1978, PetroVietnam signed its first Production Sharing Contracts with foreign partners. After 

the failure of the first exploration drills that were carried out in the Nam Con Son basin (the 

southern continental shelf), in May 1984 oil of commercial value was discovered at Bach Ho 

(White Tiger) field. Consequently, Vietnam had its first barrels of crude oil from the SCS in 

1986 (Tran, Le, & Pham, 2016).  

After that, Vietnam put more emphasis on the oil and gas industry. For example, the 

VCP Politburo passed Resolution no. 15-NQ/TW providing guidelines for the development 

of the industry in July 1988. Accordingly, in 1989 the state-owned company - PetroVietnam 

adopted a development strategy until 2000. It could be said that the two resolutions and the 

strategy showed Vietnam’s efforts in developing oil and gas industry for the coming decades 

that based on the reform policy Doi moi (Tran et al., 2016). According to the Strategy for 

socio-economic stabilization and development until 2000 adopted by the VCP’s seventh 

national congress in 1991, Vietnam would “actively promote cooperation with foreign 
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countries to explore, exploit and process oil and gas” (Politburo of Vietnam, 1993; Tran et 

al., 2016). Two year later, the 1993 Petroleum Law was adopted by the National Assembly, 

and this was the first time a comprehensive legal framework for the development of the 

industry was approved. Since then, the production of oil and gas in Vietnam developed 

quickly. As a result, it became a crucial source of wealth for the country, promoting 

significantly its socio-economic development. By the early 2010, PetroVietnam had become 

Vietnam’s biggest conglomerate, accounting for about 20 percent of the country’s GDP and 

generating up to 25–30 percent of the government’s annual revenue (PetroVietnam, 2012). 

In recent years, although oil and gas were considered as an indispensable part for the 

country’s economic growth, Vietnam’s annual oil production has declined. Clearly, during 

ten years (2001 – 2011), Vietnam’s oil consumption increased by 6.4 percent annually, 

reaching 16.5 million tons in 2011 (BP, 2012). However, the production decreased from 20.1 

million tons in 2004 to 15.2 million tons in 2011 (General Statistics Office, 2008, 2012). For 

this reason, Vietnam became an importer of oil in 2008 (General Statistics Office, 2010) and 

the topic of energy security deserved attentions and concerns. In order to deal with this 

problem, PetroVietnam increased its investment in foreign oil fields and intensified 

exploration and exploitation activities within Vietnam’s continental shelf. Particularly, there 

are currently more than 40 international oil companies operating in the upstream, midstream 

and downstream sectors in Vietnam. They are Chevron, ExxonMobil (US), KNOC (Korea), 

Gazprom (Russia), Petronas (Malaysia), PTTEP (Thailand), Talisman (formerly Canadian, 

now Spanish), Total and Neon Energy (France) which are co-operating with PetroVietnam 

mainly in the upstream sector. These companies have mostly invested in the form of capital 

contribution with Petrovietnam in order to implement petroleum contracts (Tran et al., 2016).  

Nevertheless, since the late 2012, China started to challenged Vietnam’s mining 

operations of hydrocarbon resources in the SCS (Le, 2014). For instance, due to China’s high 
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energy demand for its economic development (Institute for the Analysis of Global Security, 

2009), China continuously seeks hydrocarbon resources in the SCS. Accordingly, China has 

invited Vietnam to participate in “joint development projects” in disputed areas of the SCS. 

In contrary to China’s expectation, Vietnam countered this because China’s proposal aims at 

Vietnam’s lawful Exclusive Economic Zone (EEZ) and continental shelf, which Vietnam 

does not view as disputed areas.  The first plan failed, China itself drew an exaction of “nine 

dash line” which causing overlapping disputes in the SCS, troubling Vietnam’s oil and gas 

exploration efforts. The most serious incident was the cable cutting of Petro Vietnam’s 

seismic survey by China’s maritime surveillance vessels on May 26, 2011 (Nguyen Hung, 

2011, May 27). The Binh Minh 02 was operating the seismic survey in Block 148 within 

Vietnam’s EEZ. Two weeks later another similar incident happened. On June 9, 2011 a 

Chinese fishing trawler supported by two Chinese fishery patrol vessels cut the cable of the 

Viking II, which was undertaking seismic surveys in Block 136/03 further south (PetroTimes, 

2011, June 10). Again on December 4, 2012, the incident of cable cutting happened to the 

ship Binh Minh 02 (Mai Ha, 2012, December 4). The three incidents caused an angry 

response from Vietnam and added tensions to its bilateral relations with China. Vietnam also 

criticized China publicly in international newspapers as “He carries fire in one hand and 

water in the other” (Mai Ha, 2012, December 4). 

In addition, China has used its economic tool to put pressure on a number of oil 

companies to force them to abandon their businesses in Vietnam. For example, China 

routinely put pressures on Exxon Mobil, BP, Chevron, and Petronas, to cancel oil exploration 

deals with Vietnam (Torode, 2011, September 23). In case of Exxon Mobil, Chinese 

diplomats repeatedly threatened Exxon Mobil that if it did not cancel deals with Vietnam, it 

might face punishment against its businesses in China (Torode, 2011, September 23). As a 

result, Exxon did not back down but a number of other companies did. In July 2007 four U.S. 
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and eight foreign companies faced similar threats from China, and about five deals were 

suspended or cancelled (Torode, 2011, September 23). In response, Vietnam was more 

actively in engaging partners from various countries in its oil exploration and exploitation 

efforts. From 1988 to the end of 2014, PetroVietnam signed 102 contracts with various 

partners from different countries, including the United States, Russia, the UK, India, Canada, 

South Korea, Malaysia, and Australia (Tran et al., 2016). It is clear to note that Vietnam was 

seeking and will continue to find the support from these countries in protecting their 

legitimate interests in Vietnam, thereby countering China’s undue pressures.  

Another evidence of bilateral tension comes from Vietnam’s efforts to prevent China 

from illegally exploring for oil and gas in its waters. For example, after the normalization of 

relations between Vietnam and China, the China National Offshore Oil Corporation 

(CNOOC) signed an agreement with Crestone Energy Corporation to conduct exploration in 

Vietnam’s Tu Chinh basin in May 1992 (Thayer, 1994). Vietnam drastically protested the 

move and a prolonged exchange of claims and counter-claims between the two countries 

ensued. While China claimed that the Tu Chinh area was part of the disputed Spratlys, 

Vietnam stated that the basin was completely in Vietnam’s EEZ and continental shelf and not 

in disputed area (Amer, 1997). Tensions between the two over the Crestone contract lingered 

on at least until September 1998 when China reported that Crestone and China were 

continuing their survey of the Spratlys and Tu Chinh areas (Zou, 2006). 

Furthermore, the CNOOC’s offers of blocks that lie within Vietnam’s EEZ in the SCS to 

international bidders also affect Vietnam’s oil and gas economic development. For example, 

China opened nine such blocks to international bidding in June 2012. Due to Vietnam’s firm 

protest as well as the dubious legal basis of China’s offer, oil companies have not shown 

interest in the offer. After that, China decided to conduct its own exploration activities in 

Vietnam’s waters several times in the past. Particularly, in March 1997, China dispatched the 
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Kantan-3 floating oil platform to drill in Vietnam’s Block 113 off Thua Thien Hue province. 

The oil platform was also involved in a similar incident in the same area in late 2004. 

Because Vietnam’s diplomatic protests and more effective measures, China finally had to 

withdraw the platform (Zou, 2006). 

Moreover, it is important to note that China has shown its growing determination in 

extracting more oil and gas from the SCS regarding Haiyang Shiyou 981. In the mid of 2012, 

China dispatched its first deep-water drilling rig named Haiyang Shiyou 981 to the SCS. This 

raised worries for the Vietnamese government as there is a possibility that China may use the 

rig to unilaterally explore for oil and gas in the two disputed archipelagos and even its 

continental shelf  (Nguyen & Martina, 2014). The development has provoked Vietnam to 

increase investments in upgrading the capabilities of the Vietnam People’s Navy (VPN) as 

well as the Vietnam Coast Guard (VCG) (Thayer, 2009). Because the involvement of naval 

ships may lead to a higher possibility of armed clash, the VCG is set to play a more important 

role in protecting Vietnam’s resources in its EEZ and continental shelf. In order to gain 

expected results, the VCG would work closely with the VPN and PetroVietnam to protect the 

country’s oil and gas exploration activities and decisively prevent foreign countries from 

installing drilling rigs in the country’s waters (Thanh Huy, 2011, July 28).  

4.3.2. Construction of artificial islands 

Despite Vietnam’s diplomatic efforts in dealing with China’s assertive actions in SCS (Viet 

Anh, 2015, 2016), China has nearly completed construction work on three man-made islands 

there, giving it the ability to deploy combat aircraft and other military assets to the disputed 

region. 

 The Centre for Strategic and International Studies (CSIS) analysed recent satellite 

photos and concluded that runways, aircraft hangers, radar sites and hardened surface-to-air 

missile shelters have either been finished or are nearing completion. It appears that China is 
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using its island-building project to give teeth to its claim over almost the entire South China 

Sea and its islands and reefs (Nicol, 2017). 

The Fiery Cross reef, Johnson South Reef and Hughes reef are parts of the Spratly 

chain, which is claimed in whole or in part by China and Vietnam. On each island, China has 

constructed enough concrete hangers for 24 fighter jets and four or five larger planes such as 

bombers or early warning aircraft, reported by CSIS (Nicol, 2017). 

China’s creation of man-made islands in the South China Sea has drawn strong 

criticism from many countries including Vietnam, who accuse Beijing of further militarizing 

the region and altering geography to bolster its claims (Nicol, 2017). In response, Chinese 

leaders said that its island construction is mainly for civilian purposes, particularly to increase 

safety for ships that carry an estimated $5 trillion worth of goods through the waterway each 

year (Denyer, 2016; Southfront, 2015). It has also provided reassurances that it will not 

interfere with freedom of navigation or overflight, although questions remain as to whether 

that includes military ships and aircraft (Denyer, 2016). 

No matter how, once these constructions are completed, claimants’ requirements 

naturally disappear; China’s possession may be identified there (See figure 4-10, 4-11 and 4-

12).  
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Figure 4-10: China completed illegal runway in Fiery Cross Reef, one of Vietnam’s Spratly Islands.  

Source: HIS 

 

 

 

Figure 4-11: China’s construction in Johnson South Reef.  

Source: Digital Globe 
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Figure 4-12: China’s construction in Mischief Reef  

Source: Digital Globe 

 

In sum, given the context of China’s rising aggressiveness in the South China Sea, 

Vietnam chooses hedging strategy as a major approach towards China. In order to operate the 

strategy, Le (2013b) represents four components including soft balancing. As identified in the 

previous chapter, Vietnam intensifies and expands its defence cooperations with other 

powerful countries in region; especially the arrangement of military exercises, in responding 

China’s assertive behaviours. In response, China promotes the construction progress of its 

artificial islands in contending areas faster. As a matter of fact, the result of China’s almost 

completed constructions in Spratly and Paracel Islands produces an obvious evidence of the 

ineffectiveness of Vietnam’ hedging.  Once these constructions are completed, claimants’ 

requirements naturally disappear; China’s possession may be identified there. Furthermore, 

while Vietnam gains significant interests from its economic relations with China, these 

attentiveness produce tensions on Vietnam only. Because the sea plays a crucial role in the 

development of Vietnam’s effective exploitation of the sea’s resources for economic 
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development, Vietnam increasingly enhances its cooperative activities with foreign oil 

companies. However, China continuously counters Vietnam’s efforts have generated tensions 

for their relations (Hong, 2012). As a result, Vietnam has been adopting policies to protect 

and develop its legally national interests in the sea. On its part, these policies may include 

various strategies “to develop a marine economy, and considerable investments in naval 

modernization and maritime enforcement capacity building” (Le, 2014), which are one of 

tasks are set out to conduct the hedging strategy. 
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5. CONCLUSION 

This thesis aimed to answer the question of which strategy has brought many benefits in 

maintaining stable Vietnam’s relations with a dominant China in the 21st century. The 

conclusion is that hedging strategy is a rational choice for the country, but has still not 

produced a significant success. Specifically, the thesis introduces five elements to address the 

rationality of Vietnam’s choice, including historical experience of the failed application of 

balancing and bandwagoning towards China decades ago, the domestic and bilateral 

conditions after two countries normalized their relations, the development of Vietnam’s 

external relations and changes in international strategic environment, its economic 

characteristic and strategic culture. 

Vietnam’s hedging strategy is employed with four main components, namely economic 

pragmatism, direct engagement, hard balancing and soft balancing (Le, 2013b). These 

components reflect the nature of the hedging strategy, helping Vietnam to maintain a 

peaceful, stable and cooperative relationship with China for its domestic development, while 

facilitating it to counter Chinese aggressive, undue and provocative behaviour. 

In relation to the second perception, however, there merely three components are 

introduced and analysed to understand the Vietnamese government’s policy decisions 

towards Chinese involvement in the cooperation of Greater Mekong Sub-region between 

Vietnam and China. By reviewing, considering and re-assessing these factors, this thesis 

concludes that although a dense network of bilateral engagement with China is developed in 

various way and levels and many strategic partnerships with major powers and regional 

countries as well as Vietnam’s regional multilateral arrangements are established, so far 

Vietnam’s operationalization of this strategy has not received optimal results. The reason is 

that Vietnam’s achievements bring about new risks of national security on the side of 

Vietnam only. 



 

105 

 

How is Vietnam’s hedging going to deal with China’s aggressiveness in the SCS? In 

order to answer this question we must look at the implementing process of economic 

pragmatism, hard balancing and soft balancing. As discussed in previous chapter, economic 

pragmatism is suitable with the logic of hedging; however, Vietnam is falling into the trap of 

trade liberalization in the Vietnam-China relationship that make the country’s dependence on 

China increasingly higher. This may result in the instability of domestic economy if China 

disrupts bilateral engagements with Vietnam. Moreover, this implication surely affect the 

employment of hedging’s other components. Of course, once the economic bilateral ties are 

obstructed purposely, Vietnam’s military modernization would be impossible. 

In the case of GMS, while hydropower might meet Vietnam’s national energy demand, 

improving living condition of riverside communities; the potential implications of 

hydropower development from upstream inevitably damage the life-source of millions of 

people in the Mekong Delta. Furthermore, they will directly suffer from the environment 

consequences of the deployed energy projects: erosion, water shortage, inundation… 

On hard balancing, although Vietnam’s purchase of weapons depending on the threat of 

Chinese, Vietnam military doctrine is not to create a completely destructive arms race. As a 

result, if the firepower gap between China and Vietnam is clearly inclined toward China’s 

favor, Vietnam will still have an impact on China's aggressive stance with its defence strategy 

and one unique military doctrine: the people’s war posture. 

On soft balancing, it seems that Chinese artificial constructions in Spratlys are nearly 

completed; it is difficult for claimants to tackle the SCS disputes. Additionally, for Vietnam, 

its significant interests from its economic relations with China produce tensions for itself. 

Because the sea plays a crucial role in the development of Vietnam’s effective exploitation of 

the marine resources for economic development, Vietnam increasingly enhances its 

cooperative activities with foreign oil companies. However, China continuously counters 
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Vietnam’s efforts have generated tensions for their relations. As a result, despite Vietnam’s 

endeavours of selective military expansion with other powers, it has still not improved its 

own security position. 

In conclusion, with a giant neighbour like China, Vietnam has been experimenting 

various policies which may help in understanding its giant friend better and find out the most 

appropriate strategy to manage its assertive behaviour in recent years. It seems clearly that 

hedging is chosen as Vietnamese final card to vis-à-vis China because it provides Vietnam 

with the far more flexibility to tackle China’s uncertain behaviour in future while enabling 

Vietnam to gain meritorious outcomes out of the present relationship. If hedging is not 

considered in Vietnam’s China policy, the likelihood of the detriment of national security and 

interests (sovereignty, territorial integrity, political and economic autonomy) would be very 

difficult to prevent. Though the economic commitment for Hanoi in maintaining and 

consolidating bilateral relations with Beijing are clearly crucial, these are Chinese strategic 

factor that constitutes a perfect trap; by growing Chinese maritime incursions, increasingly 

threatening Vietnam's maritime territorial claims, especially in relation to the Spratly Islands. 

Despite Vietnam’s military modernization, the difference in size and operational capabilities 

between the two countries’ forces continues to present a security dilemma. 

In a new perspective after the verdict of the international court in July 2016, what the 

future of Sino-Vietnamese relations will look like? Given the importance of these two states 

both regionally and globally, this is a question that deserves further study. This thesis does 

not attempt to answer this question since the paper focuses primarily on the drivers and 

operators of Vietnamese strategy towards China. Given the findings on Vietnamese policy, 

however, certain predictions from the Vietnamese side could be made about the future of this 

bilateral relationship. In addition, the PRC’s policy towards Vietnam such as the illegal 
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construction of China in Vietnam’s waters will play an equally essential part in determining 

the future of Sino-Vietnamese relations. 
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