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Vietnam is a success story in the world in the recent past

Rapid growth and comprehensive development. bringing about prosperity and remarkable poverty reduction
achievements

Vietnam is one of the countries with highest growth in
GDP per capital since the 1990s




Outstanding Achievements

1. GDP per capita has been growing at an average rate of 5,5% in the last two decades
(1990-2015: GDP growth rate was 6,6%), In 1990. the value of the economy was USS 6

billion. and in 2015. the figure was USS 193,4 billion (31 times the size of the economy in
1990)

2. In 1990. Vietham’s GDP per capita was USS 100. and in 2015. the figure was USS$2.109,
Vietnam officially became a middle-income country in 2009, More impressively. the
income of the bottom 40% of the population has been increasing at the rate of 9%/year,

Poverty rate has gone down substantially. with strong declines in various poverty
indicators

* Vietnam’s lower secondary education has reached world standards,
e Life expectancy has increased from 65 to almost 74 in 2 decades

 The electricification rate is 97% nationwide. and the figure is 95% for rural areas,
Food production: from food shortage to food export




1. After 15 years. Vietnam’s
income per capita
increased to USS 1.600,
Thailand USS 3.600;
Malaysia USS 6.500;
South Korea USS 16.000

. After 15 years. Vietnam’s
GDP only increased to

USS 160 billion, Thailand:

USS 270 bn; Malaysia:
USS 200; Indonesia: USS
700; South Korea: USS
850,

...but Vietnam has been lagging behind in terms of income and size of the economy

Average income per

Compared with

Average income per

Compared with

Country capita in 2000 (in USS | Vietnam (times) | capita in 2015 (in US) Vietnam (times)
Vietnam 433 1.0 2,109 1.0
Thailand 1,969 4.5 5,620 2.7
Malaysia 4,005 9.2 10,570 5.3
Philipines 1,043 24 3,540 1.4
Indonesia 790 1.8 3,440 1.7
South Korea 11,948 27.6 27,440 13.6
Country GDPin 2000 (US$ bn) \z::l'::?:r‘;"::; GDP in 2015 (US$ bn) | COMPared "‘(’::1:_"3
Viethnam 33.6 1.0 193.6 1.0
Thailand 122.7 3.6 395.2 2.0
Malaysia 93.8 2.8 296.2 1.8
Philippines 81.0 2.4 291.9 1.5
Indonesia 165.0 4.9 861.9 4.8
South Korea 561.6 16.7 1377.8 7.6




Compared with countries in the region and in the world: Vietham
is lagging far behind

Keeping on course for catch-up: Vietham and global comparators:

1. Vietnam has been on a GDP growth path that is quite similar to that of China, and in 2014, Vietnam reached the GDP per capita level that China achieved in
2000;

2. Experience from some other countries shows that in order to “catch up with comparators”, Vietnam has to maintain a high growth rate (up to 8%/year)1
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The base year is the year when growth was accelerated in each economy: 1977 for China; 1990 for Vietnam; 1962 for South Korea; 1958

_- for Thailand, 1951 for Taiwan (China) and Brazil, and 1969 for Greece .



Need for reform and opportunities

1. Bilateral, regional, and supra-regional trade
agreements - AEC. TPP, EU-VN FTA, and maybe RCEP
and FTAAP

2. An emerging China, there are expected to be 1 billion
people in the affluent middle class in 10 years —
besides, the pressure from rapid wage increase will
drive industrial production activities at the low end of
the value chains to be moved to other countries.

First, the remaining period
when Vietnam can still tap
on the “demographic
dividend” is short (1970-
2025).

Need for 3. New technological and business innovations globally
reform: such as solar energy, 3D printing, robot, next-
Third, Vietnam is on Three generation genome sequencing, are presenting
a path for deeper fundamental = Vietnam with opportunities and challenges
m\tfg:l?jtfcno:nn;?n;he \factors// Szﬁi(:,r::; ';I}e 4. Vietnam’s rapidly emerging middle class: More than
Therefore, ' o growth from half of Vietnam’s population are projected to join the

previous
reforms are

enhancing the ranks of the global middle class by 2035

competitiveness of .. . N :
Vietnpam’s T running out of 5. Unfinished economic modernization agenda will

is of vital steam present the opportunity for further reforms led by the
importance T private sector, with a focus on productivity
improvement




So the questions are...

e What will be the future of Vietham in 20 years’ time

e What are Vietnam’s aspirations for 2035?

e What needs to be done to achieve the aspirations by 2035?




Vietnam’s Aspirations and Recommendations on Reform Measures

By 2035, Vietnam will be a higher-end middle income country (with GDP per capita PPP ranging from USS
15,000 to USS 22,000, corresponding to the different scenarios for GDP per capita growth, to become a
prosperous, creative, equitable, and democratic society.

* The USS 22,000/person scenario shall be realised 24,000
with the following conditions: GDP growth PPP is 21,0007 Rep- 2002 777707 Malaysia, =~ = 7 T T T T T T T TS
at 8%/year PPP, with an average increase of _ 201
79%/year E 18’000._._._._.'\;.3[3.\/_5;3_' ........ R
e The USS 18,000 /person shall be realised with o 15000 2000 ... 2008 e A B
GDP growth PPP of 7%/year, with an average % b Oog';o'iyﬁa- ik
increase of 6%/year, % 000001 . ... R e e i i
* The base scenario of USS 15,000/person shall be g 9,000 2010 2014
realised with GDP growth PPP of 6%/year, with é 6,000
an average increase of 5%/year.
* In the scenarios with reforms measures not being 3,000 Vietnam
effectively implemented, only USS 12,000 can be 0 2014
achieved, which is lower than the desired figure S 33888322 3233833833833 3
. . N & & & & & & & & & & & & & N S N
(as INn scenario 1) —\/ietnam (4% per capita growth) ==Vietnam (5% per capita growth)

Vietnam (6% per capita growth) ==Vietnam (7% per capita growth)
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Presentation Notes
Scenarios
4% GDP per capita growth then Vietnam will be China today
5% GDP per capita growth then Vietnam will be Malaysia n 2001
6% GDP per capita growth then Vietnam will be Malaysia in 2010
7% GDP per capita growth then Vietnam will be Malaysia now and Korea in 2002
Other objectives associated with 7% GDP per capita growth include:
    - Majority of population living in urban area
    - Share of services and industries more than 90% in GDP
    - Private sector share at least 80% 
    - At least 0,7 on Human Development Index




Vietnam 2035: Three pillars with 6 major transformations

Pillar 1: Economic
Prosperity with
Environmental
Sustainability

|

Three
pillars

SN

Pillar 3: A
Capable and
Accountable

State

Pillar 2: Equity
and Social
Inclusion

Modernising the economy, and enhancing
the competitiveness of the private sector
Developing innovation capacity, Placing
enterprises at the center of innovation

Enhancing effectiveness of urbanization,
and improving connectivity between cities
and surrounding areas

Ensuring environmentally sustainable
development and building climate
resilience

Ensuring social equity and inclusion for
vulnerable groups as the middle-class
society emerges

Building a modern rule of law with a full
and integrated market economy and an
advanced democratic society.




Pillar 1
Economic Prosperity with Environmental
Sustainability
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Since the 1990, labor productivity growth has been on the declining trend,
bringing about challenges for growth and employment in the period leading to
2035

Average productivity growth rate 1. The labor productivity growth rate

8% has gone down from around 5.4% in
29 the 1990s to 3.4%/year

6% 2. Therefore, GDP growth rate has

5% been declining, as follows:

4% e 1991-1995: 8.2%

= e 1996-2000: 7.0%

2% e 2001-2005: 6.9%

e 2006-2010: 6.3%

1%

0%
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S haaaancscc888888858858 ° 20112015 5.8%
T A A A A AN AN AN AN AN AN AN AN AN AN AN AN



Presenter
Presentation Notes
“Productivity isn’t everything. but in the long run it is almost everything, A country’s ability to improve its standard of living over time depends almost entirely on its ability to raise its output per worker,” Paul Krugman. The Age of Diminishing Expectations (1994) 


Productivity growth in many sectors has been declining
substantially

/ X Productivity growth rate
20.0%

1, Aggregate labor productivity
growth as well as labor
productivity growth in many
sectors have been declining
substantially, from an average rate 10.0%
of 5.4% in the 1990-2000 period to
only 3.4% in the 2000-2013 period,

m 1990-2000 m 2000-2013

15.0%

2.0%

2, Banking and finance,
construction, public utilities have
even been experiencing negative
labor productivity growth, at -
4.0%; -2.1% va -4.6% respectively 5 0%

. /

0.0% -

Other
service

Aggrigate

Mining

Agriculture
Construction
and retail

—Banking &
Finance

Manufacturing

Public utilities
Whole sale




Factors leading to the decline in labor productivity growth

1. There are no institutional foundations for an advanced market economy :
e The policy framework for competition and enforcement mechanism are weak;

 The legal framework for protecting private property rights is unclear.

2. The land and capital markets are under-developed with allocations being likely
influenced by arbitrary administrative decisions and connections,

3. Labor productivity in the agriculture sector is low:

 The land markets are malfunctioning, and policies for land consolidation for large-scale production
are not in place;l

 The State has been intervening too deeply, taking the place of the market. There has been a too
heavy focus on rice production, hindering innovations and the emergence of agricultural value
chains

4. Supply chain linkages between domestic and FDI enterprises is weak, with limited
transfer of technology and business know-how from FDI sector




Factors leading to the decline in labor productivity growth (cont.)

5. SOE sector (low productivity growth:

 There are still overlaps and fragmentation in “State management” of SOEs, with a lack of
coordination;

SOEs are ineffient in their business and production operations; wastefulness and leakages are still
common in SOE sector.

6. Domestic private sector (low and rapidly declining productivity growth rate:

The private sector has yet to be seen as the main driving force; There remain many areas of

inequality between SOEs and the domestic private sector, which undermines the competitiveness
of the private sector;

Allocations in factor markets (capital, land, natural resouces) are not market-based but mainly

based on administrative decisions, and one of the reasons leading to that is commercialization of
the State.



Recommended Measures:

1. Create an enabling environment for domestic enterprises. The immediate emphasis
has to be on ensuring more competitive and productive domestic enterprises;

2. Spurring learning and innovation: Building the foundations of an functioning
national innovation system, placing enterprises at the center of innovation, and

promoting entrepreneurship;

3. Reshaping policies and investments to amplify economic density in and around large
metropolitan areas; Promoting the role of cities in driving growth in the future;

4. Sustaining the environment and ensuring climate resilience in the face of global
climate change



Agenda for reforms: short-to-medium-term

1. Give immediate priority to productivity in the domestic private sector by
focusing on:

» Strengthening markets institutions
* Property rights
« Competition policy and its enforcement
« Macroeconomic institutions: Budget management, and Central bank

» Liberalizing factor markets — markets for land and labor in particular

» Restructuring SOE sector: pursuing the equitization agenda, eliminating
privileges, levelling the playing field, and strengthening governance



Agenda for reforms: short-to-medium-term

2. Strengthen participation in global value chains
» Need to build backward linkages between FDI and domestic private firms

» Need more proactive approach to get FDI companies to transfer
technology and capacity to local firms

» Look for Viethamese companies to be at the head of some global value
chains by 2035: Global examples — Samsung (Korea), Huawel (China),
Tata (India).

» Need for modern services sector: important input for manufacturing
exports, currently a critical gap

» Need dynamic, innovative, and competitive domestic firms



Agenda for reforms: short-to-medium-term

3. Modernize agriculture to generate ‘more from less’

a. Need to install flexible land markets to solve the problem of land fragmentation
which is a recipe for low productivity.

b. Consolidate role of the state and take more market-driven approaches:
e Strengthen technical and regulatory services

* Fix inefficiencies in public investment targeted to rural infrastructure
e Foster a private-sector oriented agribusiness environment

c. Need more flexibility on land use: balance between national food security and
commercial interest of farmers could be rethought

d. Need to fix fragmentation of supply chain organization:
* |Improve vertical coordination in the supply chain

e Support collective action at farmer level



Short- to long-term: Spurring entrepreneurship, Promoting development of private
sector as a driving force, and capitalising on trade opportunities for growth

s

.

« Strengthening market
institutions

* Liberalizing factor
markets (capital, land)

Capitalising on 8
foreign trade
opportunites to
support growth &

trengtheni
g micro-
economic
foundations
to develop
the private
sector

Modernizing and commercializing the
agriculture sector

Developing a strong and modern service
sector

Improving trade connectivity:
Opportunities for some key sectors in the
global value chain

J

Restructuring
SOEs

scope and role of SOEs;

governance of SOEs.

» Equitizing, clearly defining the

» Adopting market principles in




Short- to long-term: Developing innovation capacity — Building a demand-driven
innovation system

4 Foundations of
National Innovation
System (NIS)

Firm demand for Absorptive Advance R&D Highly skilled
innovation capacity of firm system workforce

\ )
\ Y } Y

‘ Demand side factors \ Supply side factors




Developing Innovation Capacity — Switching Focus to the
Demand Side

On the demand side — On the supply side

Placing enterpri h nter . .
acing enterprises at the cente 1. Accruing resources to the best and most productive

1.Making most enterprises dynamic: researchers
The key priority is to create a critical mass of ® |nvesting more in producing research, knowledge, and
dynamic and innovative firms that provides the advanced human capital;
demand side for innovation; e Rewarding the best and most productive researchers through

>The State should put in place policies to merit-based allocation and awarding them enough resources;

eliminate barriers specific to each type of ® Uniting the research and university-based graduate education
enterprises to enhance productivity, and there systems;
should be appropriate support from the ®* Accessing the global knowledge frontier through international
Government; )
linkage.

2.And... improving innovation capacity of 2. Removing restrictions on higher education to move towards a
enterp rises through. Adopt|p n of technologies modern education system, which meet the demand of
from foreign countries, and improvement of the students

guality of management




Enhancing Economic Efficiency of Urbanization

Reshaping policies and investments to o Enabling the land market;
amplify economic density in and around

large metropolitan areas and prospectful Strengthening coordination in planning;

Upgrading
institutions

(%]
c .
GE) secondary cities; 4
"v.qn-; k= Strengthening urban planning
= Reducing the distance to markets 8 capabilities;
— Y—
ge; to enable specialization; O . .
c P a2 Mainstreaming integrated transport and
o 3 logistics planning;
S B S
[e) .. . k= © > Improving road quality and
Q Equalizing access to services between = %: S logestiCS'g quality
_%0 migrants and urban residents to o o) %’ ’
S : , 2 =
e encourage human capital development; = 8 § Expanding the level and quality of urban
O and enhancing positive economic S S transport services
impacts thanks to population density S



Policies to Put Development on a Sustainable Path

-

(&

Build climate resilience into
economic planning and
infrastructure investments

N [

Restoring and sustaining the
water resources and air

o

-

o

land resources

Restoring and sustaining the

/

(&

Calculating costs
accurately
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Pillar 2
Equity and Social Inclusion
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Remaining and emerging issues

The 2014 statistics show considerable inequality of opportunity between ethnic minority groups and majority groups :
* The poverty rate of ethnic minority groups is much higher than the national average (57.8% vs. 13.5%);

e Ethnic minority children face higher inequality of opportunity (infant motality rate among minority ethnic groups is 4 four times
higher than that of majority groups, while the upper secondary enrollment rate is much lower, only 39% vs 67%,,,).

! e Ethnic minority Infant Motality Rate (per [ NN 44.0

90% 1,000 children) Bl 10
z == \Whole country
5 80% o
S 0u Majority Rate of Stunting (% NN 31.0
- y Children under Age 5 [ 16
E e0% ff\if',ﬂf!i}
.
o 0% Access to Improved NS 51.5
©  a0% Saitation (%) I :7 .S
£ 30%
2 . Rate of Enrolimentin NN :5.0
o :Q aso Upper Secondary ) N 7

10%

0.4
0% =% 0 20 20 60 80 100
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Remaining and emerging issues

Aging population and the emerging middle class ...

e By 2035, Vietnam will %0

have nearly spent its
demographic dividend

e The share of population
above 65 years of age will
have doubled by 2035 (6.5
mI”IOn by 2015' 1975 1985 1995 2005 2015 2025 2035 2045 2055 2065 2075
accounting for around
7.1% of the population

S

e Din 56 15-65tudi
s DAn s6 = 65 tudi

Dan s6 (triéu)
8

e By 2035, more than half
the population of
Vietnam will join the
global middle (compared
with 10% at present)



Remaining and emerging issues

People with disabilities have yet to receive due attention:

* Most children with disabilities never go to school: 60% among children aged 5-14, and over 50% among children
aged 15-29;

* People with disabilities tend to face obstacles in seeking employment, due to discrimination on the part of
employers and inappropriate working environments and poor employment support

Share of children with disabilities going to school in Share of individuals with employment by age group
Vietnam by age group and type of impairment
100% 100%
—— No impairment
90% 90% 0 impairmen
80% . N?I\e'erl go to 80% Hearing impairment
10% 66% SER00 1% Sight impairment
60% E1% Going to 60% o
50% " school 50% —— Any impairmer*
40% 59% 40% —— Movement impairment
30% 56% 30% . .
20% 0% = Cognity impairment
32% 5%
10% = 10%
ﬂ% 5 3 W g} LW D%I
5-0 10-14 15-19 20-24 25-29 15 25 35 45 55 65

Age




Promoting Equity and Social Inclusion — Policy Directions

Switching the
focus from
quantity to

quality

Once social policy
vision is set, it is
necessary to
sustain social
development
indicators

Changing the
role of the
State in
different

Policy aspects of
Directions in the society

the Social
Sphere

Balancing the
Reshaping social interests of

policies to be different strata
relevant in the and creating
face of consensus in
demographic the society in
shifts undertaking
reforms

Dual Agenda

Continuing to pursue the
unfinished agenda of
ensuring equality of
opportunity

Pursuing the emerging
agenda for the rise of the
middle class and aging

population




Programs to Ensure Equality of Opportunities

1. Ongoing programs to ensure equality of opportunities need to be continued

* Reduce the barriers to opportunity for ethnic minorities;

* Make people with disabilities full participants in the society;

* Delink the household registration system from access to public services;

* Reduce gender gaps;

e Continue to implement the program for sustainable poverty reduction based on multi-
dimensional poverty indicators (quickly narrowing the rich-poor gaps between
disadvantaged and ethnic minority areas with the rest of the country.

2. Supporting the middle class
* Expand the pension system to cover a majority of the population;
e Ensure that nearly all children complete upper-secondary school with job-relevant skills;
* Establish effective representation of workers through independent unions and
organisations representing workers;
e Achieve universal health coverage.



Pillar 3
A Capable and Accountable State
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®
Governance in Vietnam at Present

1. Vietnam’s ranking on governance is low for its level of income: On all indicators, Vietham’s rankings are equal to or
lower than those of lower-middle-income countries;

2.  Onvoice and accountability, Vietham remains in the bottom tenth of all countries;

3. Enforcement of laws is weak and inconsistent.

Worldwide Governance Indicators Rankings of some countries on voice and accountability
Percentile Rank
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Source: Worldwide Governance Indicators Report ( World Bank)
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Presentation Notes
Voice: Lack of Effective Mechanisms for Citizen Participation and Voice
Accountability : Absence and Effective Checks and Balances 
Law Enforcement: Low Quality of Public Administration system 



Measures to Help Achieve the Goal

1. Strengthening the capacity of the State

 Applying market rationality in State’s decision: Clearly defining the role of the
State and the role of the market; Enhancing the security of property rights;
Enforcing competition; Reducing direct interventions; and Enhancing the
effectiveness of State regulation of economic activity.

« Reforming central-local relations; Reforming relationships between the Prime
Minister and Ministries and central-level agencies to increase autonomy,
accountability, and performance in each agency and in the whole system.

e Strengthening the coordination between the Prime Minister, Ministries and
central-level agencies, and localities to achieved the common goal.


Presenter
Presentation Notes
Reforming State-Centre relations
Create mechanisms to promote efficiency. including via clarifying accountabilities and enabling both tiers to work in consonance with clearly defined national goals, Reform of Vietnam’s decentralization framework is key
Strengthening the “Centre of Government

Strengthen roles that cut across government agencies. including strategic management. policy coordination. performance monitoring and review. results communication. and accountability for implementation, 
Coordinating across different agencies of government and aligning their objectives with the overall priorities of the government will be an important element of this function 




Measures to Help Achieve the Goal

2. Improving public administration

a. Reforming the civil service can reorient it in line with the changing role of the
state from producer and owner to regulator, facilitator, and service provider;
Broadening the participation of all actors in delivering public services.

b. Enhancing capacity for public service delivery :

e Based on the demand of citizens and enterprises to design the apparatus to build a
developmental/facilitating government;

* Building a disciplined, meritocratic bureaucracy;

e Upgrading the compensation system for civil servants to attract and retain the
required talent.




Measures to Help Achieve the Goal:

3. Enhancing checks and balances
e Developing the National Assembly into a professional body (consisting of fulltime deputies with
oversight of all the state’s operations;
* Enhancing independence and professionalism of the judiciary system;
* Enhancing the roles of specialized oversight agencies such as State Audit of Vietnam, the
Government Inspectorate, and Ministerial and Subnational Inspectorates;
e Putting in place mechanisms to control use of power and to abuse of power in the legislative,

executive, and judiciary systems.
4. Ensuring citizen’s voice in law-making and governance
e Broadening the space for social organisations that represent citizens; Enhancing the legal
framework to allow establishment of associations;
 Establishing mechanisms to ensure timely access to accurate information by citizens and
enterprises; Enhancing accountability by the State;
* Ensuring independence and transparency of the mass media.



Vietnam2035: Conclusions

The Vietnam 2035 Report is a report on Vietnam’s issues, examined by national and
international experts in an effort-intensive and serious manner, to help come up with
major transformations to embark on for Vietnam’s development in the next 20 years.

Vietham is at a turning point on its development path. There are tremendous
opportunities on offer, as well as major challenges and difficulties. To achieve the
aspirations to move toward a prosperous, creative, equal and democratic Vietnam, the
only viable choice is for the country to carry out a bold program of reforms that is
consistent with the three pillars. We are confident that current and future generations
of Vietnamese people have the strong will, the spirit, and the capacity to implement the
reform agenda successfully and to move toward a prosperous, creative, equal and
democratic Vietnam.




THANK YOU VERY MUCH!




¥ #Vietnam2035

Vietnam 2035: Toward Prosperity, Creativity,
Equity, and Democracy
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