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ietnam is imple-

menting its com-

mitments to the
ASEAN Free Trade Area
(AFTA) and prepared for
joining WTO. When its
market is open to foreign
companies, competitive ca-
pability is the only deter-
minant to the success of
enterprises and nations in
the global business and
production. As a result, to
evaluate competitiveness
of countries is an ex-
tremely important task.

The World Economic
Forum (WEF) makes an-
nual overall competitive-
ness rankings for countries
over the world. In 2002,
Vietnam * ranked  65th
among 80 countries. Coun-
tries in the WEF's global
compelitive  report are
ranked by the Growth
Competitiveness Index
(GCI) and the Micro-
economic Competitiveness
Index (MCI) which encap-
sulate the relative
strengths and weaknesses
of growth within each
economy.

The Growth Competi-
tiveness Index: 1L is based
on Lhree broad categories
of variables that are found
to drive economic growth
in the medium and long
term: technology, public
institutions, and the mac-
roeconomic environment.
These drivers play a criti-
cal role at all stages of eco-
nomic development. With-
out technological progress,
countries may achieve a
higher standard of living,
for example, through a
higher rate of capital accu-
mulation, but they will not
be able to enjoy continu-
ously  high economic
growth. Institutions are
crucial for their role in en-
suring the protection of

property rights, the objec-
tive resolution of contract
and other legal disputes,

good governance, the divi-
sion of labor is likely to be
impeded and the alloca-

have important effects on
short-term economic dy-
namics as well as on the

efficiency of government tion of resources ineffi- long-term  capacity to
spending, and transpar- cient. Monetary and fiscal  grow.
ency in all levels of govern-  policies, and the stability The Microeconomic
ment. In the absence of of financial institutions, Competitiveness Index:
Table 1: The GCI of selected Asian nations from 1998 to 2002
Year 1998 1999 2000 2001 2002
Number of ranked nations ad 59 58 75 80
Singapore ! L 2 4 4
Hong Kong 2 3 7 13 17
Taiwan 6 4 10 7 3
Malaysia 17 16 24 30 27
Indonesia 3l 37 43 o4 .67
Thailand 21 30 30 33 31
South Korea 19 n 28 ) 2
China 28 32 40 39 33
Philippines i3 33 36 48 61
Vietnam 39 48 52 60 65
Source : http://www.worldeconomicforum.org
We change this table to the same frame of reference:

Year 1998 1999 2000 2001 2002
Singapore 100 100 98 9% 9% |
Hong Kong 98 97 89 84 80
Taiwan 90 95 84 92 97
Malaysia 09 74 | 6 61 61 |
Indonesia e 3 2% 5 | 16
Thailand 62 50 49 57 62
South Korea 65 64 53 70 75
China 48 41 32 49 59
Philippines 38 45 39 36 24
Vietnam 21 19 11 20 19
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F'iguré I: The competitiveness of selected Asian nations from 1998 to 2002
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Whereas the GCI strives
to estimate the underlying
conditions for growth over
the medium term, the Mi-
croeconomic Competitive-
ness Index (MICI) exam-
ines the underlying
conditions defining the
sustainable level of produc-
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tivity in each of the 80
countries covered in the re-
port. Productivity and the
creation of wealth are
rooted in the sophistica-
tion of companies and op-
erating practices as well as
in the quality of the micro-
economic business envi-
ronment in which a na-
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tion's firms compete. Ac-
cordingly, the MICI is
composed of two subin-
dexes: one that reflects the
degree of company sophis-
tication and another that
mirrors the quality of na-
tional business environ-
ment.

Figure 2: Microeconomic competitiveness of selected Asian nations from 1998 to 2002
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These are two indica-
tors determining the ca-
pacity of an enterprise in
particular and each econ-
omy on the whole. How-
ever, the number of na-
tions covered in the
rankings is different over
years. The determination
whether a nation's com-
petitiveness is higher or
lower as compared to the
previous year is thus not
simple. For example, Viet-
nam's GCI was 60 among
75 nations covered in the
report in 2001 and 65/80 in
2002, the concept of abso-
lute and relative position
is used to say that Vietnam
is staying at the same posi-
tion. Even the WEF uses
the concept “ranking na-
tions which were covered
in the previous year's lists”
to determine a nation's
progressing or lagging.
This method can make
comparison in only two
consecutive years bit face
difficulty in comparison for
many years.

In order to estimate the
competitiveness of nations
in different periods and
make direct comparison
between nations' competi-
tiveness, we use an ap-
proach which is easier to
understand. It is to change
the competitive indexes to
the same frame of refer-
ence as follows:

- The frame of refer-
ence is the benchmark of
100

- A nation which ranks
first will gain 100 marks
and the lowest nation 0
mark.

The changing formula
187 )
The gained mark = [1 -

(t-1)(N-1)]*100 (this
number is rounded) )

Where t: the WEF's
rank

N: total nations annu-
ally covered by WEF

The table shows China
is growing very fast and
Vietnam is lagging in com-
parison with the peak of
1998. In 2002 alone, Viet-
nam lagged slightly (lost
one mark) and it did not
change its position as con-
cluded by using the rela-
tive analysis (increasing



by 5 nations and dropping
by 5 ranks, that is no
change). This can be di-
rectly seen via the follow-
ing figure:

The above figure indi-
cates six nations on the
rise of competitiveness in-
clude Taiwan, South Ko-

rea, Malaysia, Thailand,
China and Vietnam.
Among these countries,

Vietnam stands at the low-
est position and shows the
trend of slowdown in the
2001-2002 period. In addi-
tion to Singapore which is
competing with the U.S.
for the top rank and other
nations, three nations lag-
ging dramatically include
Hong Kong, Philippines,
and Indonesia. They are
also nations facing politi-

cal volatility which badly
affect business environ-
ment.

We see Vietnam has in-
creased its microeconomic
competitiveness rather
strongly and surpassed the
peak of 1998. In 2002 it ex-
ceeded Indonesia and Phil-
ippines (although there is
one more mark). This
proves Vietnam's capabil-
ity to escape the bottom
rank.

The above figure re-
veals that most of nations
have boosted their micro-
economic competitiveness
except Philippines, Indo-
nesia and Hong Kong. The
Microeconomic  Competi-
tive Index of Vietnam saw
significant improvements
from 2000, surpassing its

Table 2: Microeconomic competitiveness of selected Asian nations from 1998 to 2002

peak of 1998 and indexes
of Indonesia and Philip-
pines in 2002. However

Year 1998 1999 2000 2001 2002
Number ol ranked nations 53 59 58 75 80
Singapore 10 12 Y 9 9
Hong Kong 12 21 16 18 19
Tarwan 20 19 21 2] 16
Mataysia - .| 27 | = 0 37 26 |
Indoncsia 51 53 47 55 64
CThailand 7 | W 0 | 8 35
South Korea 28 28 27 26 23
| China .~ - 12 9 44 43 38
Philippines T 44 46 53 61
Vietnam 43 50 53 62 60
Source : hitp://www.worldeconomicforum.org
We change the above table to the same frame of reference as follows:

Year 1998 1999 2000 2001 2002
Singapore 83 8l 86 89 90
Hong Kong D 66 74 71 77
Taiwan 63 69 65 73 81
Malaysia 50 35 49 51 68
Indoncsia | 4 10 19 27 Y
Thailand 3l 34 32 50 57
South Korca | 48 53 54 66 72
China 21 17 25 43 53
Philippines 15 26 21 30 24

" Vietam 19 16 9 18 25

-relative

the growth rate remained
lower than that of China,
Thailand, Malaysia...and
the rank is much lower.
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The WEF's annual com-
petitive indexes can com-
pare competitiveness be-
tween nations in the same
period but cannot compare
competitiveness of each
nation and many nations
in different periods and
cannot display the rank-
ings by charts.

Qur method is to
change absolute competi-
tiveness indexes into rela-
tive ones in the same
frame of reference. This
method allows indicating
competitiveness
indexes on the same chart
to make easier compari-
sons. This method can be
also expanded to other
cases of comparison.

In individual analysis,
Vietnam's competitiveness
is now improved though
slowly. However in rela-
tion to other countries in
the region, the country is

lagging behind. This is an

actual alarm to the Gov-
ernment and local busi-

nesses in the trend of
global integration and
competition.®
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