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Abstract: The year 2018 was a pivotal year for the implementation of socio-economic
objectives in the 2016-2020 period. Will Vietnam achieve economic breakthroughs in order
to fulfill the National Assembly s Resolution 48/2017/QH14 dated November 10, 2017? The
article analyzes some bright points of Vietnam's economy in 2018 and the prospects in the
yvear 2019. It also provides some suggestions to mitigate existing challenges to the economy.
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1. Socio-economic context in 2018

The economic achievements in 2017,
with a growth rate of 6.81%, higher than
the target of 6.7%, and an inflation rate of
3.53%, lower than expected (4%), paved
the way for the National Assembly’s
Resolution 48/2017/QH14 on the 2018
Socio-economic Plan with some key
indicators as follows: (1) GDP growth
rate of 6.5%-6.7%; (2) An increase of
7%-8% 1in the total export turnover; (3)
The ratio of trade deficit to total export
turnover below 3%.

Resolution 48/2017/QH14 also sets out
some specific tasks in 2018: “Enhancing
the macroeconomic stability; ensuring

1

Resolution 48/2017/QH14 on the 2018
Socioeconomic  Plan. Available at: https:/
thuvienphapluat.vn/van-ban/Thuong-mai/Nghi-
quyet-48-2017-QH14-thuc-hien-ke-hoach-phat-
trien-kinh-te-xa-hoi-2018-368639.aspx

the economic balances and, in particular,
the balance of the state budget,
capital investment, import and export,
balance of payments, food and energy
security, labor, employment, business
and production promotion, economic
growth... Encouraging the development
of the growing private sector, supporting
start-ups and innovative business,
small- and medium-sized enterprises;
proposing proper solutions to encourage
the transition of household businesses

into enterprises... Implementing
effectively the process of international
economic  integration, maintaining

socio-political stability in the context
of new-generation FTAs and the overall
strategy of international economic
integration...”.

2 Ibid.
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The enforcement ofthe Law on Supporting
Small- and Medium-sized Enterprises
(SMEs) on January 1, 2018 is in line with
Resolution 48/2017/QH14 in promoting
the development of the growing private
sector. Many SME-favored policies have
now made available, such as lower income
tax rate and trouble-free tax procedures
and accounting regimes. SMEs also
enjoy state supports in production,
technology, marketing, human resource
development as well as legal information
and consultancy'.

Besides, the 2017 Law on Foreign
Trade  Management effective on
January 1, 2018 also has provisions
for the effective implementation of
the international economic integration
process. Some significant regulations
include ensuring transparency, publicity,
equality, and simplified administrative
procedures; ensuring the legitimate and
interests of the state and entrepreneurs
of all economic sectors; and promoting
domestic  production and  export
development®.

The World Economic Forum 2018 on
ASEAN (WEF ASEAN 2018) in Hanoi
was joined by the heads of states of
ASEAN countries, high-ranking leaders
from major economies such as the US,
Japan, South Korea as well as from

' Law on Supporting Small- and Medium-sized
Enterprises. Available at: https://thuvienphapluat.
vn/van-ban/Doanh-nghiep/Luat-Ho-tro-doanh-
nghiep-nho-va-vua-2017-320905.aspx

2 2017 Law on Foreign Trade Management.
Available at: https://thuvienphapluat.vn/van-ban/
Thuong-mai/Luat-Quan-ly-ngoai-thuong-2017-
322219.aspx

international  organizations, together
with 1,000 multinational corps and
800 Vietnamese enterprises. This event
contributed to expanding economic
cooperation between Vietnam and other
countries, sustaining Vietnam’s prestige
and stature on the world economic
map. Klaus Schwab, WEF Founder and
Executive Chairman, referred to the WEF
ASEAN 2018 as the most successful
conference he ever attended. The topics
of the conference were well matched for
ASEAN countries and Vietnam in the
context of Revolution 4.0 (H.L., 2018).
The success of the conference also
contributed to a large FDI disbursement
of US$ 19.1 billion in 2018, 9.1% up
compared to the same period in 2017
(Anh Minh, 2018). It shows the strong
confidence of investors in Vietnam’s
business environment. The country has
become one of the attractive investment
destinations not only in the region but
also in the world.

2. Bright spots of Vietnam’s economy
in 2018

With efforts made to reform the business
environment and improve Vietnam’s
image in the international arena, the
country’s economy in 2018 could be
captured with the bright spots. Many
goals had been achieved beyond the
targets set in Resolution 48/2017/QH14.

Firstly, the most highlighted point was the
2018 GDP growth rate of 7.08%, which
was the highest rate in nearly 10 years.
While the GDP growth rate was just
5.32% in 2009, it climbed up to 6.81% in
2017 and 7.08% in 2018 (figure 1).
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Figure 1. GDP growth rate in 2009-2018 (%)
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Source: Dao Hung, 2018.

The result confirms the timely and
effective policies by the Government
and authorities at all levels in order to
improve the business and investment
environment, which in turn has become
one of the driving forces to boost the
economic growth.

Secondly, economic structure has shifted
from natural resource intensive industries
to processing and manufacturing
industries.

The national index of industrial
production (IIP) in 2018 rose by 10.2%,
lower than 11.3% in 2017 but still
higher than the years of 2012-2016. The
processing and manufacturing industries
grew by 12.3% and continued as a key
player to contribute 9.5% in the growth of
the industry sector. The power production
and distribution saw an increase by 10%
while the industry of water supply, waste
and waste water treatment enjoyed a
growth of 6.3% higher, contributing to
the growth of the sector 0.9% and 0.1%
respectively (table 1).

Table 1. Index of industrial production (IIP)
in 2016-2018 (%)

2016 2017 | 2018 (est.)
Industry sector 107.4 111.3 110.2
Mining 93.2 95.9 98.0
Processing —and) ) ol 45 112.3
manufacturing
Power production
and distribution LS 108.9 110.0
Water supply,
waste and waste 108.0 107.1 106.3
water treatment

Source: GSO, 2018.
In contrast, the mining industry had a
negative growthrate, down by 2% (mainly
due to a decrease of 11.3% in crude oil
exploitation) and reducing 0.3 percentage
points in the overall growth rate (GSO,
2018).
Thirdly, the export turnover in 2018 was
USS$ 244.72 billion, 13.8% up from 2017,
much higher than the set target of 7%-8%
in Resolution 48/2017/QH14.
There were 29 products with the export
turnover of more than US$ 1 billion, 9
products of over US$5 billion, and 5
products of over US$ 10 billion (GSO,
2018) (figure 2).

Figure 2. Top 5 exports in 2018 (US$ billion)
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Source: Nam Anh (2018).
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Notably, these top five products all are
from processing and manufacturing
industries. The structure ofkey exports has
also shifted from mineral and unrefined
products to processed and manufactured
goods. A trade surplus of US$ 7.2 billion,
which is the largest ever, is another bright
spot in 2018. It is far beyond the target
of limiting trade deficit of below 3% in
Resolution 48/2017/QH14.

Fourthly, a higher number of newly
established enterprises is also a bright
spot in 2018. While the number were 110
thousand in 2016 and 126 thousand in
2017 (To Ha and Minh Dung, 2018), it
continued to grow to 131.275 thousand in
2018 (figure 3).

Figure 3. Business entities in 2018
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The high spirit of entrepreneurship is
a result of the Government’s direction
to ministries and agencies for a timely
release of guidance documents for the
implementation of the Law on Supporting
SMEs. These documents include Decree
39/2018/ND-CP dated March 11, 2018
on further details of several regulations
prescribed in the Law on Supporting SMEs;
Decree 38/2018/ND-CP dated March 11,

2018 on detailed regulations on investment
in small- and medium-sized start-ups; and
Decree 34/2018/ND-CP dated March 8,
2018 on the establishment, organization
and operation of the credit guarantee fund
for SMEs. These documents help ensure
business rights and equal accesses as well
as build up the confidence of enterprises
and SMEs in particular.

The Government’s efforts in improving
the business and investment environment
in 2018 has been recognized by the World
Bank in its report of Doing Business
2019. Vietnam is honored, together with
Indonesia, as the country with most
reform initiatives in the last 16 years. Both
have 42 initiatives. There are six among
10 indicators for business environment
in Vietnam have been improved in 2018
compared to 2014, including access to
electricity (108 levels up), tax payment
and social security (up 42 levels up),
Investor protection (28 levels up),
Starting business (21 levels up), Access
to credits (4 levels up), Building permits
(1 level up) (Ha Duy, 2018).

3. Vietnam’s economic outlook and
challenges

Vietnam’s economic outlook in 2019

It is projected that Vietnam’s GDP would
grow at 7% in 2019. This optimistic
prediction is rooted from the “new
factors” of the economy.

Firstly, the official approval of the
National Assembly of Vietnam for
the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership
(CPTPP) on November 12, 2018 is
expected to bring new opportunities for
Vietnam’s economy in 2019.

CPTPP has 11 participating countries
with a total GDP of about US$ 10,000
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billion, accounting for nearly 13% of the
global GDP. CPTPP would help expand
export markets, attract investment,
promote growth and policy reforms in a
more simplified and transparent manner.
As a CPTPP member, Vietnam expects to
increase its export revenue by 4% (about
USS$ 4.09 billion). The total import value
would also rise by 3.8%-4.6% (about
USS$ 4.93 billion) (D.T., 2018).

It is anticipated that CPTPP would help
boost Vietnam’s GDP growth by 1.32%,
equivalent to US$ 1.7 billion. The impacts
might be greater if Vietnam reduces
tariffs and liberalizes the services sector
(2.01%) (Le Ninh, 2018).

Secondly, Vietnam’s Committee for
State Capital Management, launched in
September 2018, is authorized to assume
the state ownership in 19 state-owned
enterprises (SOEs) with an equity of
above VND 1 million billion and a total
asset value of VND 2.3 million billion. It
1s expected to transform the management
and operation of many SOEs towards
transparency, cutting loss, and more
profitable business activities.

Thirdly, entering CPTPP also helps
improve Vietnam’s business environment
more strongly. Furthermore, the boom of
start-ups and private firms together with
efforts to build a tectonic government
would create another driving forces for
the country’s economic development
in 2019.

Fourthly, the economic restructuring
momentum in 2018 with the growth of the
services and industry sectors, particularly
the processing and manufacturing
industries, would continue to boost the
economic growth in 2019.

The supporting factors from the demand
side, like improving consumer confidence,
low inflation rate, increasing social
investment due to higher contribution from
FDI and private sectors, would also enhance
the prospects for the economy in 2019.
Existing challenges and suggestions for
Vietnam

Although in the short term there have
been economic achievements in 2018
and prospects for Vietnam in 2019, the
country still faces certain obstacles in the
medium and long terms.

Low scientific and technological level: A
majority of private enterprises are applying
the technology of two or three generations
behind the world’s current level. Up to 76%
of the imported machines and technology
were produced in 1960s while 75% of the
equipments are already depreciated and
half of them were refurbished (Duc Trung,
2018). The quality of Vietnam’s scientific
and technological research in the world
ranked 89" in 2014 while Malaysia was
at 27" Indonesia 46" Thailand 60", and
Philippines 9%. Vietnam’s ratio of patents
and applications over 1 million people in
2014 ranked 92" in the world compared to
Malaysiaat 3™, Thailand 7%, and Philippines
84™ (Nguyen Thi Minh Thu, 2017).
Economic backwardness: Vietnam is the
world’s 13™ largest in terms of population,
but only ranked 134" in terms of per capita
income despite a rapid growth to over
USS$ 2,3000 in 2016. The country’s gross
national income (GNI) accounts for 0.9%
of the total GNI of the East Asia-Pacific
region. Its per capita GNI is about 21.3%
and 35.5% of the region’s real GNI per
capita in US$ and in purchasing power
parity respectively, just about 21% and
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38% of the world’s real GNI per capita
in US$ and in purchasing power parity
respectively (Tu Giang & Lan Anh, 2018).
Labor productivity: Vietnam’s increasing
labor productivity over the time mainly
relies on the structural shift from
agriculture to industry and services. By
2017, there were still 21.6 million workers
in agriculture, forestry and fishery with a
labor productivity of VND 35.5 million
per labor per annum, equal to 38.1% of the
country’s general labor productivity.
Vietnam’s growth rate of labor
productivity (4.7%) was not higher than
those of other East Asian countries and
much lower than China’s (9.07%). It is
also lower than the average GDP growth
rate of 6.21% and the average real wage
growth rate of 12.59% per year over the
same period (Duc Trung, 2018).

Quality of human resources: The quality of
human resources in Vietnam has not kept
in pace with the structural shift. By the
end of 2017, 40% of the labor workforce
remained in agriculture, contributing only
15.34% of the total GDP (H. Duy, 2018).
In order to cope with those challenges,
possible solutions could be as follows:

+ Building the legal corridor for a
scientific and technological base to serve
the economic restructuring process and
transformation of the growth model.
There should be policies to promote the
development of markets for the products
of science and technology towards
integration and improvement of labor
productivity.

+ Establishing training mechanisms for
a skilled and highly qualified human
resource and improving the human capital
for a changing environment of knowledge
and skills.

+ Building institutions of a modern
market economy towards transparency.

+ Building mechanisms and policies for
better utilization of human capital in
order to encourage all economic entities
in innovation and creation. There should
be also preferential policies for high
quality laborers since they are key actors
of the modern market economy Q

References

1. Nam Anh (2018), Vietnam'
economy in 2018: the year of
records,  http://ndh.vn/kinh-te-viet-

nam-2018-nam-cua-nhung-ky-luc-
2018122707253438p145c152.news

2. H. Duy (2018), Vietnam’s Ilow
quality human resources, http://
laodongthudo.vn/chat-luong-nguon-
nhan-luc-cua-viet-nam-hien-nay-
thap-74617.html

3. HaDuy (2018), Despite achievements,
Vietnam still lagged behind ASEAN
countries, https://baomoi.com/viet-
nam-lap-ky-tich-nhung-dang-tut-
lai-dang-sau-cac-nuoc-asean/c/29158
289.epi

4. Tu Giang - Lan Anh (2018), Vietnam s
thirst” when backwardness no longer
“a risk, https://vietnamnet.vn/vn/
tuanvietnam/tieudiem/khat-vong-viet
-nam-va-tut-hau-khong-con-la-nguy-
c0-493514.html

5. ToHa&Minh Dung(2018), Improving
business environment to support the
development of enterprises, http://
www.nhandan.com.vn/kinhte/thoi
su/item/38445702-cai-thien-moi-
truong-kinh-doanh-ho-tro-phat-trien-
doanh-nghiep.html.

(continue to page 38)




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [1899.213 1587.402]
>> setpagedevice


