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Abstract

The COVID-19 pandemic and subsequent geopolitical shifts have
promoted the restructure and reorganization of global supply
chains, and Vietnam has found out chance to take advantage of
cooperation with the Chinese economy as the “China + 1” strategy
(Ahmad & Hien, 2025). However, foreign direct investment (FDI)
attraction and assembly-oriented exports reinforce structural
vulnerabilities, thereby limiting long-term sustainable economic
development. As a result, the Vietnamese economy shows
a ‘shallow integration’ paradox. Employing global value chains
(GVQ) theory, the analysis points out five core characteristics of
this paradox: 1) supply-chain disruptions due to low supply chain
maturity; 2) profound dependency on imported inputs; 3) high
sensitivity to global demand fluctuations; 4) a widening capability
gap between FDI lead firms and a fragmented domestic supplier
base; and 5) prevalent organizational misalignments hindering
strategic supply chain management (SCM). Although Vietnam has
adapted to global shifts, it coped with challenges in joining
the global supply chain.
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1. INTRODUCTION

the profound vulnerabilities inherent in lean,
geographically concentrated supply chains (Statista,

The first decades of the 21th century’s global supply
chains have been accelerated for cost and efficiency
(Gereffi, 2020; Pham et al., 2016), based on
assumptions of a stable global economy that have
been fundamentally challenged in post COVID-19
pandemic (Raj et al, 2022; World Bank, 2022).
Moreover, the Sino-US trade tensions initiated
aperiod of strategic reassessment, forcing
multinational corporations (MNCs) to change their
concentration in China to diversify their investment
(Shi et al, 2025). This contracted the global
economy, with a 3.4% decline in collective gross
domestic product (GDP) in 2020, and laid bare
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2024; Li et al., 2025). Therefore, the “China + 1”
strategy is selected by MNCs in order to mitigate
investment risks (Hsu, 2021; Tang, 2019). They have
diversified their investment to various economies in
the world and even transferred their investment
from China to other neighbored economies. Vietnam
is afavored choice due to its geographical gap,
highly open economy, political stability, and
competitive labor costs (Ahmad & Hien, 2025).

The research questions of the paper are as
follows:

RQI: How does Vietnam integrate into global
value chains (GVCs) in the post-COVID-19 period?
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RQ2: How does this model shape the potential
for supply chain upgrading?

This study utilizes GVC theory to analyze
governance dynamics, power asymmetries, and
upgrading trajectories that characterize Vietnam’s
position.

The new approach is shown as follows. First, it
offers a theoretically grounded and critical
perspective on the sustainability and quality of
Vietham’s  widely acclaimed foreign direct
investment-led development model. Second, through
the specific case of Vietnam, the study derives
broader insights into the structural barriers that
emerging economies face when pursuing foreign
direct investment (FDI) based, assembly-focused
integration strategies in an increasingly volatile
global environment.

The paper is followed by the GVC theoretical
framework and research methodology for analysing
our evidence.

The following structure of the paper is as

follows. Section 2 review the literature and
the theoretical framework. Section 3 offers
the methodology used in the study. Section 4

presents the main argument of Vietnam’s ‘shallow
integration’ paradox in the global economy.
Section 5 provides policy implications of
the research. Finally, Section 6 concludes the paper
by summarizing the Kkey findings, reiterating
the academic contributions, and suggesting critical
avenues for future research.

2. LITERATURE REVIEW AND THEORETICAL
FRAMEWORK

2.1. Literature review

The concept of “China + 1” strategy emerges in
recent years because of rising labor costs in China
(Gereffi, 2019; Verité, 2014). In addition, escalating
US-China trade tensions, and particularly
the disruptions caused by the COVID-19 pandemic,
have shifted the focus from cost optimization
toward risk mitigation and supply diversification
(Shi et al.,, 2025; Hsu, 2021). China-US trade war
strengthened the reduction in import-export in
the world, disrupting global supply chains (Fan et al.,
2022; Johnson & Haug, 2021). Moreover,
the COVID-19 pandemic worsened the world
economy, affecting 215 countries and territories and
causing severe damage to global distribution
(Rahaman et al., 2020). In this context, Vietnam has
emerged as a leading strategic destination due to its
highly open economy and stable political situation
(Nguyen et al., 2023; Viét, 2020). Vietnam has
attracted redirected investment from many MNCs
after considering the benefits and risks of shifting
their operations away from the Chinese market.

However, Vietnam’s supply chains are highly
vulnerable due to its high dependence on fluctuated
global demand for imported inputs (Phan et al,
2019), particularly from China (Nguyen et al., 2025).
Supply disruptions exposed structural weaknesses
in the export-processing (Canwat, 2024). Domestic
firms’s contribution in key industries such as
electronics and textiles is limited (Ngoc & Binh,
2019; Pham et al., 2022).

This paper focuses on the ‘shallow integration’
of the Vietnamese economy into the global economy.
While relying on imported intermediates,
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Vietnamese domestic firms were laid on the lowest
level of the global supply chain, and consequently
hindering the development of a genuinely resilient,
innovative, and competitive domestic supply chain
ecosystem.

2.2. Theoretical framework

This study employs the GVC framework in analyzing
global supply chain. This framework takes
a comprehensive view of supply chain, including
economic upgrading and governance — from
conception and design to production, marketing,
distribution, and policy support (Gereffi, 2019; Rolf
et al., 2025).

Economic upgrading focuses on the ability of
domestic firms, countries, or regions to upgrade
from low-value to high-value activities within GVCs.
It can occur in four forms:

1) process upgrading in production efficiency
in technology or organization;

2) product upgrading into more sophisticated
product lines;

3) functional upgrading in new, higher-value
functions in the chain (e.g., design, branding,
research and development);

4) chain upgrading in a new, more
technologically advanced value chain (Gereffi, 2019).

GVC governance refers to the coordination and
linkage of firms within the supply chain. Lead firms
(MNCs) in the supply chain determine how value is
distributed and what upgrading opportunities are
available to suppliers. In fact, lead firms exert high
control over small suppliers, and they struggle
to move up the value chain (Gereffi, 2020). A state of
‘shallow integration’ means the position of domestic
firms in the global supply chain. Many countries face
barriers to functional upgrading, staying at low-
value-added stages.

3. RESEARCH METHODOLOGY

To investigate the paradox of shallow integration in
Vietnam’s post-pandemic supply chains, this study
employs a systematic integrative review
methodology. An integrative review emphasizes on
a systematic process, and it is more comprehensive
than a meta-analysis as it allows for the inclusion of
diverse literature types, both quantitative and
qualitative (Bowen, 2009). It is suitable for
synthesizing a complex and multifaceted topic
where data is collected across various academic
journals, government publications, and international
institutional reports.

Figure 1 explains the systematic data selection
process employed in this study, adapted from
the PRISMA 2020 guidelines. The data is collected
via Google Scholar and citation tracking, and via
Google Search for government and industry reports.

An initial screening of titles and abstracts was
conducted using the primary keyword string “Supply
chain” and “Vietham” and “COVID-19” in both
English and Vietnamese. Data was excluded if it did
not focus on the post-pandemic context or lacked
relevance to supply chain management (SCM).
Subsequently, full-text documents were detected and
assessed for eligibility based on their analytical
depth and data availability regarding Vietnam’s
specific economic context (Bowen, 2009).
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Figure 1. Systematic selection process adapted from the PRISMA 2020

External facts

S

Vietnam’s SCM core characteristics

S

Strategic landscape

S

Management and policy Implications

Source: Authors’ elaboration.

Firstly, a comprehensive search for relevant
literature from three premier academic databases,
including Scopus, Web of Science, and Google
Scholar, were systematically searched to capture
peer-reviewed scholarly research. In parallel, we
analyzed data from reputable international
organizations specializing in economic assessments
of Vietnam, including the World Bank,
the International Labour Organization (ILO), and
the Asian Development Bank, as well as Vietnamese
government agencies such as the General Statistics
Office and the Ministry of Industry and Trade.

This was critically supplemented by a targeted
search for “grey literature” from highly credible
institutional sources known for their economic
analysis of Vietnam, including the World Bank,
the ILO, the Asian Development Bank, and
Vietnamese government bodies such as the General

Statistics Office of Vietnam and the Ministry of
Industry and Trade.

Keywords for searching were selected and
combined with Boolean operators: (“supply chain” or
“logistics” or “global value chain”) and “Vietnam”
and (“COVID-19” or “pandemic” or “resilience” or
“post-pandemic” or “FDI” or “upgrading”).
The search was performed in both English and
Vietnamese to ensure the inclusion of important
localized perspectives and domestic government
reports.

The collected literature was analyzed using
a theory-guided thematic analysis. First, an initial
inductive coding of the documents was performed
to identify emergent themes and patterns regarding
Vietnam’s supply chains. Secondly, these themes
were systematically interpreted based on the GVC
framework.

Table 1. Inclusion and exclusion criteria

Criteria Inclusion Exclusion
Peer-reviewed journal articles, books/book chapters,
Publication official reports from World Bank, International Opinion pieces, blogs, news articles without verifiable
type Monetary Fund, ILO, Asian Development Bank, data, and conference proceedings without full text.
government agencies
Time . Published before 2020, unless it was a foundational
frame Published between 2020 and 2025 theoretical text (Gereffi, 2019)
Language English, Vietnamese. Other languages.
Must focus specifically on Vietnam’s supply chain, S . . .
Relevance logistics, or GVC context in relation to recent Generic d1scus31ogslc_offglobal supply chains without
disruptions a specific focus on Vietnam

Source: Authors’ elaboration.

4. THE PARADOX OF VIETNAM’S SHALLOW
GLOBAL VALUE CHAINS INTEGRATION

Shallow GVC integration refers to a situation in
which a country or an industry participates in GVCs
primarily at low-value-added stages (such as
processing or final assembly). Vietnam’s linkages in
the supply chain are rather weak and experience
limited technology transfer. Vietnam has entrenched
structural vulnerabilities, creating a system that is
more fragile than it appears. We dissect this paradox
by first examining the successful ‘surface’ narrative
and then delving into the underlying ‘anatomy’ of its
shallowness.
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4.1. The ‘China + 1’ magnet

Vietnam’s performance in the post-COVID-19 era has
been an undeniable success story. The country’s
ability to maintain manufacturing momentum while
regional competitors faced severe and prolonged
lockdowns, particularly in early 2020, provided
an immediate resilience premium, catching the eye
of global supply chain managers (Hoang, 2021). This
initial advantage was powerfully compounded by
a confluence of long-term strategic assets.
Therefore, FDI inflows have increased to a record
$36.61 billion of registered capital in 2023 —
a 32.1% year-on-year increase that is much higher
than the modest surge of 3% of global FDI increase
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in the same period (General Statistics Office of
Vietnam, 2023). This promotes expansion of
the manufacturing and processing sector,
the cornerstone of the economy. Consequently,
Vietham has maintained its position as a net
exporting nation, achieving a record trade surplus of
$28.2 billion in 2023 (Thuongmai University, 2024).

Electronics firms lead the economic growth of
Vietnam, such as Samsung, Intel, and Apple supplier
Foxconn. They have transformed northern Vietnam
into a global production hub. Samsung has invested
billions, and its Vietnamese factories contribute up
to 72% of its smartphones globally, employing
a workforce of around 160,000 people (Herr et al.,
2021; Thao, 2019). Similarly, Intel highly increased
its investment in Vietnam to offset disruptions
elsewhere (Nguyen et al.,, 2023), and Foxconn has
relocated partial production from China (Lee, 2020).
From a GVC perspective, this demonstrates
remarkable success in  process upgrading.
Vietnamese resources of labor and infrastructure are
capable of meeting requirement of the world’s high-
tech value chains, proving the country’s role as
a world-class assembly platform.

4.2. The anatomy of shallow integration

However, looking through the GVC lens reveals that
this success comes at a cost, creating a state of
shallow and vulnerable integration.

First, Vietham depends much on imported
inputs. The most critical vulnerability is
the manufacturing sector’s profound dependence on
imported raw materials, supplies, and components.
Vietnam’s export-led model shows an ‘import-to-
export’ model. Key industries like electronics,
textiles, and footwear rely fundamentally on
imported inputs from a small number of countries,
most notably China (Nguyen etal., 2023). This
situation was exacerbated during the pandemic due
to shortages of critical components from China, so
production slowed down, and factory shutdowns
occurred across Vietnam (ILO, 2022).

In fact, leading firms orchestrate a regional
production network where firms in Vietnam serve as
the final assembly position, while more
sophisticated component manufacturing remains in
China or other established hubs. This arrangement
benefits the lead firm by optimizing costs across
the region, but it places Vietnamese operations in
a highly precarious position. Vietnamese firms find
it difficult to adapt to the demand for quality, time,
distribution, and technology to move up to higher-
tier supplier positions within the supply chain. They
depend on the leaders of the suppliers and are
vulnerable to any changes in upper-level suppliers.
Despite the government tries to promote investment
diversification, this reliance remains and has even
intensified (Ministry of Industry and Trade, 2023).
This situation structure fundamentally restrains
Vietnam from climbing up to a higher level in
the supply chain hierarchy.

Second, Vietnamese firms have limited capacity
and low linkages among domestic suppliers.
Vietnam’s industrial landscape is separated into
the highly efficient, technologically advanced,
export-oriented FDI enterprises and a vast sea of
domestic small and medium-sized enterprises
(SMEs) that are low-tech. The large group of low-
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technology firms remain isolated from global supply
chains (Can, 2022). And instead of building up
a collaborative and thriving industrial ecosystem,
these firms struggle to survive in isolation and
remain peripheral to global supply chains.

Vietnamese SMEsS seem not to meet
the stringent standards of quality, volume, cost, and
lead time demanded by MNCs (Nguyen & Le, 2020;
Thao, 2019). Thus, they cannot be recruited to be
MNCs’ suppliers, resulting in a low localization rate.
For instance, reports indicate that domestic
suppliers provide only 30-35% of inputs for general
electronic devices and amere 5% for high-tech
electronics, which is much lower than regional peers
like China and India (Ngoc & Binh, 2019; Can, 2022).
Another example is Intel, which reportedly worked
with only 18 Viethamese partners among its
hundreds of suppliers (Ngoc & Binh, 2019). This
shows that Viethamese companies are systematically
“locked-in” at the lowest tier of value creation —
concentrating on assembling and processing
activities like packaging, printing, simple plastic
molding, or basic services. This represents a critical
bottleneck for development.

Vietnam is successful to attract FDI and is
upgrading to a higher level with FDI firms, but
the essential spillover effects have not yet happened
within the domestic firms. The contribution of
domestic firms in value-added share captured in key
export sectors remains troublingly low, estimated at
just 2.2% in the computer and electronics industry
(Can, 2022). Vietnam is hosting the supply chain, but
it is not capturing the value.

Third, leadership lacks a strategic vision of
the strategic supplier relationship. A comprehensive
survey by the Vietnam E-commerce Association
(2023) revealed that senior leaders have not
concentrated on linkages, integration, and
participation in the supply chain. The units which
are responsible for building up input and output
supplier network fragmentedly operate and have not
yet shown a proactive and integrated strategic
function in designing a pathway to level the firms up
and integrate into the supplier network.

The absence of an integrated business planning
strategy and strategic supplier relationship
management restrains the firms from utilizing
opportunities from global integration and FDI MNCs.
This further intensified supply-demand imbalances,
slowed inventory turnover, and resulted in lost
orders (Vietnam E-commerce Association, 2023).

Fourth, domestic firms are highly vulnerable
to external shocks. Operating at the lower tiers of
the value chain makes the economy more
susceptible to fluctuations in global consumer
demand, as it lacks both a sufficiently strong
domestic market and higher-value-added, less
volatile activities such as design and research and
development. Nguyen et al. (2023) proved
the dependence of Vietnam on external economy
that in 2023, as economic growth in Vietnam’s key
export markets — particularly the United States and
the eurozone — slowed down and competition
intensified from emerging production hubs such as
India and Mexico, demand for Vietnam’s major
export products, including textiles and garments,
furniture, and electronics, also declined sharply.
Consequently, industrial output contracted
significantly, export revenues fell, and widespread
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job losses occurred, particularly during the early
months of the year (Ministry of Industry and
Trade, 2023).

Fifth, domestic firms have coped with falling
behind in digital and sustainable transformation,
making collaboration with FDI companies even more
challenging. Digitalization and sustainability became
mandatory requirements in the post-pandemic
period (Do et al., 2020). Domestic firms have not yet
adapted to such advanced technologies for
automation, data analytics, and integrated logistics
platforms, which require substantial capital
investment and skilled human resources — both of
which are weak points of Vietnam’s human
resources (Kashem et al., 2024; Cuong & Tien, 2022).
Domestic firms find it difficult to pay for the high
costs and capital to develop digital equipment, and
only 11% of surveyed companies report their use of

these advanced technologies (Vietnam E-commerce
Association, 2023). Moreover, meeting the strict
environmental and labor standards set by global FDI
MNCs requires a big investment (Nguyen & Le, 2020).
These even further widen the gap between leading
FDI firms and potential domestic suppliers, thereby
reducing opportunities for collaboration.

5.NAVIGATING THE PATH FROM SHALLOW
TO DEEP INTEGRATION

Before delving into specific implications, Figure 2
illustrates how firm-level capabilities and external
contexts (antecedents) influence GVC governance
structures, which in turn determine the outcomes of
upgrading and resilience for Vietnamese supply
chains.

Figure 2. Conceptual framework

I Ailtecedents:c 1 GVC governance:

- Internal capacity: Capital, } X
technology Global lead f.1rms

- External capacity: COVID-19 - Local suppliers

pandemic, trade war,

Outcomes:
- Economic upgrading
- Enhanced resilience

L)

fluctuations

Source: Authors’ elaboration.

An analysis of Vietnam’s shallow integration
situation shows that the traditional model of growth
relying heavily on FDI inflows and the assumption
that participation in supply chains will naturally
follow seems infeasible. To promote the position of
domestic firms in the supply chain, Vietham must
undertake a national strategic shift — attracting
selectively and strategically to build a foundation for
deeper, more sustainable, and value-creating
integration.

5.1. Theoretical implications

The findings of this study hold notable academic
value.

First, the findings show a critical thinking on
theories of GVC. In theory, GVC participation is
often considered a favorable pathway for
development, yet the case of Vietnham demonstrates
that it can also evolve into a “low-value trap”.
Integration, without a clear roadmap for upgrading
the capabilities of the economy’s productive actors,
may lead to a form of dependent development.
Therefore, concrete plans, strategies, and policies
are required to achieve essential objectives such as
technological sovereignty and improved positioning
within value chains.

Second, the findings emphasize the role of
the state in shaping GVC outcomes. Successful
integration into supply chains should not focus
solely on firm-level strategies but explicitly
incorporate the active role of the state in creating
a favorable environment for resilience and
upgrading, particularly in emerging economies.
In many cases, the state must not only interfere with
the invisible hand but also act decisively and
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proactively in steering and facilitating the upgrading
of domestic firms’ positions within value chains.

5.2. Practical implications for business leaders

In light of this situation, the government and
domestic business leaders need to reassess their
strategies and publish appropriate policies.
In practice, lead firms have focused primarily on
extracting short-term benefits through low-cost
sourcing, generating immediate gains. However,
the domestic economy will not be utilized long-term
benefits from these investments.

Encouraging lead firms to develop domestic
supplier networks requires a good quality of
domestic suppliers. Because it is essential to be well-
trained to access technical know-how, managerial
capabilities, such as quality control, financial
management, and digital competence. Such efforts
promote building a more capable and resilient
domestic ecosystem, ultimately benefiting the lead
firms themselves by reducing risk and enhancing
operational flexibility.

Domestic Vietnamese enterprises need to move
beyond the passive role of subcontractors, accepting
low positions in the supply chain characterized by
low prices, low technology, and the costly trade-off
of significant resources merely to secure work.
To achieve this, local firms must go beyond meeting
minimum technical standards and invest in building
their own core capabilities. This may include
targeted investments in quality management
systems (such as International Organisation for
Standardisation certifications), the adoption of scale-
appropriate digital technologies to improve planning
and execution, and, most importantly,
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the development of absorptive capacity to learn
from and co-innovate with customers. Enhancing
collaboration through industry associations can
enable firms to share resources and knowledge,

helping them overcome scale constraints (Vu
et al., 2022).
5.3.Policy implications for the Vietnamese
government

The most critical implications are for policymakers.
The government has been  successful in
the “attraction” phase of its FDI strategy;
the challenge now is to transition to a ‘linkage and
upgrading’ phase. This requires a more surgical and
sophisticated policy.

First, policy should move beyond a fragmented
“hedgehog-style” approach that pursues too many
objectives simultaneously and, as a result, achieves
none effectively. Instead, policies should actively
drive FDI flows toward selected sectors.
To implement, it needs firms’ clear commitments
to assist domestic manufacture, supply technology
transfer, and concreting in localization targets or
formal linkage programs. Importantly, such linkage
programs must be designed based on cooperation
that generates mutual benefits for all stakeholders
and for the entire supply chain. Linkages should be
built from a perspective of global competitiveness

and long-term gains in fostering domestic
enterprises.
Second, a national strategy should be

introduced to develop industries with a focus on
genuine production rather than mere assembly. This
strategy should not focus only on financial support
but also on clearly-targeted programs that improve
specific weaknesses of SMEs, such as quality
management training, digital transformation
support, shifts in collaborative mindsets of
globalization, and facilitation of linkages with FDI
firms (“Why Vietnam’s supporting industry”, 2022).

Third, the workforce should be better trained
to undertake higher value-added functions and
to leverage  artificial intelligence for rapid
advancement. This requires reforms in the education
and vocational training systems toward future-
oriented skills, including artificial intelligence,
digital SCM, data analytics, strategic procurement,
and logistics management.

Fourth, investment in hard infrastructure (such
as seaports and road networks) and soft
infrastructure that facilitates production and
exports, including customs procedures, digital trade
platforms, and the digital economy more broadly,
should be deployed.

In short, the role of the government should
shift from a “landlord” — merely providing
assembly platforms — to that of an active
“gardener” who nurtures and develops the entire
industrial ecosystem.

6. CONCLUSION

This study provides an in-depth analysis of
Vietnam’s supply chains in the complex
post-COVID-19 context. Although Vietnam has

integrated successfully and maintained good growth
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amid a fluctuating global economy, it faces
the paradox of “shallow integration”. In the post-
COVID-19 vyears, while Vietnam has skillfully
leveraged the “China + 1” trend to become a global
assembly hub, this mode of integration has
simultaneously  exacerbated deep structural
weaknesses, including heavy dependence on
imported inputs and the systemic entrenchment of
domestic firms in low-value-added segments. Based
on the GVC framework, the study demonstrates that
success in process upgrading has not translated into
functional upgrading — a critical prerequisite for
long-term and sustainable development.

This study makes two main contributions
to the academic literature. First, it provides a critical
examination of the GVC framework. The theory
acknowledges the benefits of an FDI-led, assembly-
oriented growth model, typically assessed based on
indicators of trade volumes and the scale of FDI
inflows. However, the analysis demonstrates that
“on appearance” integration measured by these
indicators has not yet reflected genuine economic
resilience or long-term developmental progress.
Second, the study highlights the decisive role of
structural positioning within GVCs and state-led
industrial policy in shaping supply chain
performance at the national level, that are often
underestimated in firm-centric analytical models.

To deepen and broaden the research, further
quantitative and empirical studies should be
deployed in order to understand linkages between
FDI firms and domestic enterprises. Moreover,
in-depth studies conducted over a longer time are
required to clarify the specific obstacles faced by
domestic firms during their integration into supply
chains. Such studies can utilize surveys on firms and
suggesting long-term national strategies and
policies. In addition, comparative studies across
other emerging “China + 1” (such as India, Indonesia,
and Mexico) are necessary to derive appropriate
alternative policy responses.

In conclusion, Vietham stands before
an opportunity for transformation, and the pursuit
of positioning its economy as a creator of
sustainable value within the global economy will
constitute a defining challenge for the country’s next
phase of economic development.

This study is primarily based on a review of
domestic and international literature; therefore, it
faces considerable limitations in verifying and
validating the research results, findings, and
proposed solutions. Accordingly, further primary
empirical studies are required to examine specific
issues in greater depth. To deepen and broaden the
research, further quantitative and empirical studies
should be deployed in order to understand linkages
between FDI firms and domestic enterprises.
Moreover, in-depth studies conducted over longer
time are required to clarify the specific obstacles
faced by domestic firms during their integration into
supply chains. Such studies can utilize surveys on
firms and suggesting long-term national strategies
and policies. In addition, comparative studies across
other emerging “China + 1” (such as India, Indonesia,
and Mexico) are necessary to derive appropriate
alternative policy responses.
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