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1. Introduction

Since 1986, the Sixth
Party Congress approved a
broad economic reform
package called “P&i Mgi”
(Renovation) that intro-
duced market reforms and
dramatically -~ improved
Vietnam's business cli-
mate to allow private busi-
nesses to incorporate to do
business with foreign in-
vestors, Vietnam becomes
one of the fastest-growing
economies in the world,
and its average annual
GDP growth rate is be-
tween 6% and 8% in the re-
cent years. Production of
many agricultural products
such as rice, coffee, cashew
nuts, ete. increases many
folds, and Vietnam turns
into a major exporter of
these products.

Foreign trade and for-
eign direct investment im-

~come is

proved significantly. The
shift away from a centrally
planned economy to a
more market-oriented eco-
nomic model improved the
quality of life for many
Vietnamese. Per capita in-
come, US$220 in 1994, had
risen to US$550 by 2004
with a related reduction in
the share of the population
living in acute poverty.
However, the average in-
widely dispa-
rate—about US$185 in
populous rural/remote ar-
eas to about US$1,700 in
urban industrialized areas.
Despite its impressive
GDP growth rates of the
past decade, Vietnam re-
mains as a poor country
when compared with its
neighbors, former adver-
saries and former allies. A
brief overview of per cap-
ita GDP data of the coun-
tries appears as follows.

The people of Vietnam
have put decades of war
and the rigidity of the cen-
tral planning economic
system behind and are
looking forward to the fu-
ture to catch up with the
rest of the world. They
have more important
things to worry about
these days. They are
young, ambitious, industri-
ous, creative, and anx-
iously waiting for the op-
portunity to display their
full potential. Their target
is to catch up with the rest
of the world by elevating
Vietnam to a high position
in the global economy so
that the entire nation can
switch its pride from mili-
tary victories to glowing
peaceful economic accom-
plishments.

This paper provides an
overview of how fast Viet-
nam should grow in catch-

Table 1: 2004 Per capita GDP of selected countries in US dollars
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Table 2: Countries and political systems
Country | Political system Political reason . Per capita GDP? | Gov. transparency
Singapore  [Single-parnty Ruled by the PAP (Pooplc's Action 24.20) 93
Party) since 1965.
Chim Single-paty Ruled by the comunist party since 1.290) 34
194
Victam Single-panty North Victamand all Vietmmnied by 53 26
the communist party since 1945 and
1975, respectively.
Japan Multi-party Ruled by nulti-party since late 19405, 37,180 69|
South Kovea [ Multi-party Ruled by military governiment from 1945 13,98
1o id-80s; nulti-party since mid 80s
Malaysia Multi-party Ruled by nulti-party since 1963 4650 50|
Philippines | Multi-party Ruled by single party (Mrcos from L1170 26|
1965-1986); nulti-party since 1986
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ing up with the rest of the
world.

2. Relevant economic
growth concepis

'GDP and Per capita
GDP : GDP stands for
Gross Domestic Products
and is frequently used to
depict the size of an econ-
omy. It is the total of an-
nual productions of all fi-
nal goods and services
measured using the nomi-
nal currency. Per capita
GDP indicates how well off
the average citizen of a
country is or the total GDP
divided by the population
size. When comparing eco-
nomic performances of dif-
ferent countries, the per
capita GDP measure is
frequently  used. The
higher the per capita
GDP, the more prosperous
the country is.

GDP conversion
methods - The wealth of a
country is reflected by the
per capita GDP measure.
When comparing econo-
mies, conversion of per
capita GDP’s to a common
currency is required. Usu-
ally, the U.S. dollar is used
as the common currency
for international compari-
sons. Next, there are two
distinct measures of GDP
to choose from: Atlas and
PPP (purchasing power
parity). When the Atlas
method is used, the
common-currency GDP is

‘obtained from converting

the GDP to the U.S. dollar
using an average interna-
tional currency conversion
rate. When the PPP
method is used, the
common-currency GDP is

‘obtained using an imagina-

tive way. The converters
first determine the basket
of goods and services that
a typical person is consum-
ing. Then, they determine
how much the basket is
worth if it is purchased or
sold in the international
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market. The international
worth of the basket is the
per capita PPP GDP.
Each of the GDP con-
version methods has its
own pros and cons. The At-
las method is quite simple
o use, and it assumes that
the locally produced good
and services are sold at the
same local prices to both
international and local
buyers. The real purchase
power of the local popula-
tion couid be significantly
different because the local
prices could be very low or
very high due to local mar-
ket condition of supply and
demand. For example,
haircuts in Vietnam are
very cheap, and one can
buy a haircut or two for a
dollar in Vietnam. On the
other hand, phone services
in Vietnam are very expen-
sive because there are
fewer suppliers of phone
services in Vietnam. The
PPP method takes out the
local price factor so that
the same basket of goods
and services is priced at
standard international
prices. However, the PPP
basket cannot be traded at
the international prices for
some countries because in-
fernational buyers may not

Dbe interested in sucit goods

and services af such loca-
tions. This paper uses the
Atlas method for its practi-
cality and tradability. In
other words, actual prices

" novations

that are negotiated be-
tween two real buyer and
sellers are the best prices,
not some imaginative
prices associated with the
PPP. method.

Developed and devel-
oping countries: Some
countries grow faster than
others depending on the
maturity of their econo-
mies. The maturity comes
from low  population
growth rate, high per cap-
ita GDP, high employ-
ment rate and high level of
utilization of advanced
technology and managerial
practices. Developed coun-
tries with mature economy
usually grow slowly while
developing countries with
less mature economy can
grow very fast. The main
force for the growth of a
mature economy is techno-
logical and managerial in-
that increase
the general productivity. A
good growth rate for devel-
oped countries is between
1% and 4%, and the rates
reflect the rate of growth
in productivity caused by
technological and manage-
rial innovations. For ex-
ample, technological inno-
vations are new products
such ‘as new computers,
and managerial innova-
tions are new services such
as. cellular phone services

‘and mass merchandizing

approach offered by Wal-
Mart. Wal-Mart is the

Table 3: Transparency indices of three single-party

countries
Year Singapore China Vietnam
US5$24,000 US$1,290 US$s50
2004 93 | 34 26
2003 9.4 34 24
2002 9.3 35 24
2001 9.2 15 26
2000 9.1 3.1 as
1999 9.1 3.4 26
1998 9.1 35 25 |
1997 87 | 29 28
1996 8.8 24 i NIA

largest American company
that operates hundreds of
super markets throughout
the world, and it has total
revenue of US$288 billion
in 2004.

Developini countries
usually have high popula-
tion growth rate, low per
capita GDP, high unem-
ployment and low level of
utilization of advanced
technology and managerial
practices. Their growth
usually comes from the
ability to put their unem-
ployed people to work at
any jobs, and the ability to

‘absorb latest technology

and managerial practices
from the developed coun-
tries. If the countries fail

to do these two things on-

their own, they need to at-
tract foreign direct invest-
ments (FDI) to create jobs
and bring with them latest
technology ad managerial
practices. The per capita
GDP growth rates for de-
veloping countries vary a
great deal from -3% to 10%
depending on their ability
to maintain political and
macroeconomic  stability,
to adopt a suitable mac-
roeconomic model to ener-
gize and motivate the en-
tire population in economic
development, to establish
rule of law, to improve gov-
ernmental transparency,
to create jobs, to attract
FDI, to trade with the rest
of the world especially
with rich countries, and/or

to absorb the latest tech-
nology and managerial
practices from developed
countries.

Countries and politi-
cal systems: When com-
paring  economies in
search of a GDP-growth
model, it is necessary to
group countries with a
similar political system to-
gether. From a study con-
ducted by Tran. Shafer,
Ogburn and To [1], the re-
searchers classify political
systems of a number of
countries in the Southeast
Asia and Pacific region.
and brief summary of the
countries and their politi-
cal systems is displayed in
Table 2. Governments of
countries with the same
‘political system usually
adopt similar political/eco-
nomic policies for eco-
nomic growth. The coun-
tries of comparison in this
paper are divided into two

groups: multi-party and
single-part.
Governmental Trans-

parency: From the same
study conducted by Tran,
Shafer, Ogburn and To (1],
‘there is a strong correla-
tion between governmen-
tal transparency and per
capita GDP—the higher
the governmental trans-
parency, the higher the
per capita GDP. Transpar-
ency index is published an-

nually by a non-profit and’

non-governmental agency
named Transparency In-
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ternational with 10 as the
most transparency and 1
as the most corruption. Its
published  data  have
played a major role in
helping governments im-
prove their transparency.
Multi-party  countries
are usually required less
governmental  transpar-
ency than single-party
countries to produce the
same per capita GDP
amount because of number
checks and balances inher-
ent in the political system.
People in multi-party coun-
tries usually run into few
restrictions when engag-
ing in economic activities
than those in single-party
countries. To compensate
for these restrictions, the
single-party governments
must be very transparent
in guiding the people in
economic pursuits. Table 2
shows a summary of per
capita GDP’s and govern-
mental transparency indi-
ces of three single-party
countries in the Pacific re-
gion, Singapore, China

Table 4: Per capita GDP growths of comparative countries
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and Vietnam. The higher
the transparency index,
the higher the per capita
GDP.

3. Vietnam’s catching-up
growth scenarios

The GDPt or the per
capita GDP of country, t
years from now, can be
computed using the follow-
ing formula:

GDPt= GDPo *(1 + g)t (1)

MULTI PARTY SINGLE PARTY
Years | Growth | Philippines | Malaysia South Japan China Singapore Vietnam
Korea

2004 NA 1,170 4,650 13980 | 37.180 1,290 24,200 550f

20 1% 1,428 5,674 17058 | 45367 1,574 29,520 671
2% 1,739 6.910 20774 | 55248 1917 35,960 817
4% 2,564 10,189 30632 | 81466 2,827 53,025 1,205
6% 3,752 14913 44,836 N/A 4,137 77.613 1,764

30 1% 1,577 6,267 18843 | 50,113 1,739 32618 741
2% 2,119 8423 25323 | 67,346 2337 43835 96)
4% 3,795 15,082 45343 | 120,59 4,184 78,490 1,784
6% 6,720 26,707 80,204 N/A 7,409 N/A 3,159

| 40 1% 1,742 6923 20814 | 55356 1,921 36,031 819
2% 2,583 10267 30868 | 82,005 2,848 53,435 1214
4% 5,617 2325 67.118 | 178502 6.193 116,185 2.641
6% 12,034 47.829 143,794 NA | 13209 N/A 5,657

50 1% 1,924 7,648 2992 | 61,147 2,122 30,800 " 905
2% 3,149 12,516 37,628 | 100073 3472 65,136 1,480
4% 8315 33,046 99351 | 264.226 9,168 171,982 3,909
6% 21552 85,654 257,514 NA| 23762 N/A 10,131)
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Where GDPo is the cur-
rent GDP (or US$550 for
Vietnam in 2004) and g is
the per capita GDP
growth rate. This formula
can be used to project fu-
ture GDP levels of a coun-
try using the currently
GDP and a growth rate of

g

Table 4 shows the per
capita GDP of seven coun-
tries including Vietnam in
20, 30, 40 and 50 respec-
tively at constant per cap-
ita GDP growth rates of
1%, 2%, 4% and 6%. A
long-term  per  capita
growth rate of 6% is con-
sidered very high for any
country, and this rate is
only sustainable when the
country has not reached its
maturity yet. When it is
non-attainable, the abbre-
viation of N/A is used. Any
long-rate growth rate be-
yond 6% requires the coun-
try to possess many grand
things such as highly ener-
getic and innovative popu-
lation, lasting peace with
neighbors and global pow-
ers, domestic political sta-
bility without using of
force or coercion against
the- oppositions, and pos-
session of many trusted
and strong political eco-
nomic allies.

There are few interest-
ing inferences that can be



drawn from Table 4. If
Vietnam could sustain a
long-term per capita GDP

-+ growth rate of 6%, its pro-

jected GDP of US$3,159 af-
ter 30 years would be still
behind Malaysia's 2004
GDP of US$%$4,650, and its
projected GDP of
US$10,131 after 40 years
would be still behind South
Korea’s 2004 GDP of
US$13,980.

Table 4 shows how fast
Vietnam must grow to
catch with other countries
in 20, 30, 40 and 50 years
when others also grow at
lower rates such as 1%,
2%, 4% and 6%. When the
catching-up rate is beyond
12%, it is considered non-
attainable or N/A. How to
compule a catching-up rate
gx appears as follows:

a. Use Formula
(1) to project the future per
capita GDP of the other
country using a slower
growth rate (1%, 2%, 4% or
6%), the number of years
(20, 30, 40 or 50 years),

and its 2004 per capita
GDP.

b. Use Formula
(1) to project the future per
capita GDP of Vietnam in
each cell using the same
number of years (20, 30, 40
or 50 years), Vietnam's
2004 per capita GDP of
US$550, and a  high
growth rate gx in such a
way that the Vietnam’s
projected per capita GDP
be equal to that of the tar-
get country’s projected
GDP using a lower rate of
growth.

Table 5
Vietnam must work very
hard to catch up with other
countries that are also
growing. Vietnam could
catch up with the Philip-
pines in 20 years at 8%
growth rate if the other
grew at 4%. Vietnam could
catch with Malaysia in 40
years at 7.59% if the other
grew at 2%. Vietnam could
catch up with South Korea
in 50 years at 8.82% if the
other grew at 2%. Vietnam

Table 5: Vietnam's catching-up growth rates

shows that .

could catch with China, a
country currently with
very high rate of growth,
in 40 years at 8.28% if the
other grew at 6%. Vietnam
could catch with Singapore
in 50 years at 10% if the
other grew at 2%.

If Vietnam wanted
both — to remain as a
single-party country and to
have high per capita GDP
growth, it would have to be

more transparent than
China in- the next five
years (or from 2.6 to

3.4/10) and Singapore (or
from 2.6 to 9.3) in the next
fifteen years. If Vietnam

could not obtain high
enough governmental
transparency and still

wanted to have high eco-
nomic growth, changing
political system to multi-
party would be another op-
tion. Thus, significant gov-
ernmental reforms are
needed if Vietnam wants
to elevate its economic po-
sition high enough in the
world.

4. Conclusion

When a country grows,
its competitors also grow.
For Vietnam to catch up
with the rest of the world,
it has to grow much faster
than others. In addition to
economic growth, Vietnam
must also go through a
great deal of governmental
reforms, mainly govern-
mental transparency to
follow the good examples
of China and Singapore,
the two single-party coun-
tries in the region.®
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MULTI PARTY SINGLE PARTY
Ycars Others’ Philippines Malaysia Korea, S. Japan China Singapore
Growth
20 1 % +4.89% N/A N/A N/A 5.40% N/A
2% 5.93% N/A N/A N/A 6.44% N/A
o+ 8.00% N/A N/A N/A 8.53% N/A
69 10.08 % N/A N/A N/A 10.62% N/A
30 1 % 3.57% . 8,450 N/A N/A 3.91% N/A
2% 4.60% 9.52% N/A N/A 4.94% N/A
4% 6.65% 11.67% N/A N/A 7.00% N/A
O% 8.70% N/A N/A NI/A 9.06% N/A
40 1% JYU2% 6.54% 9.51% N/A 3. 18% 11.02%
24 3.94% 7.59% 10.59% N/A 4.20% N/A
4% 5.98% 9.70% N/A N/A 6.24% N/A
6% #.026 11.69% N/A N/A 8.28% N/A
50 1 Gt 2.54% 5.41% 7.75% 9. 88% 2. 74% 8945
2% 3.55% 6.45% 8.82% 10.97% 3.75% 10.02%
45 5.58% 8.54 % 10.95% N/A 5.79% N/A
6% 7.61% 10.62% N/A N/A 7.82% N/A
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