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INTERVIEW

Private sector the key driver of Vietnam’s growth

John Hawksworth, chief economist for PriceWaterhouseCoopers in the UK (PwC UK), recently came to Viet-
nam to attend an APEC-related meeting as speaker. The Saigon Times Daily spoke with him about his views on
Vietnamese and global economies.

The Saigon Times Daily: The
APEC 2017 theme is “creating new
dynamism, fostering a shared fu-
ture.” What will be the dynamism
guiding the global economy in the
coming years?

- John Hawksworth: Firstly, L have
to say that the fastest growth among
nations could be sgen in emerging
markets, particularly in Asia. China,
though slowing down, isstill growing
at about 6% while India’s growth is
more than 7%. The ASEAN econo-
mies may be growing at 5% or 6% on
average. Sol think thatitis really Asia
which is the major driver of global
growth, and this driver will continue
for quite some time,

In terms of factors driving the
growth, the first to be mentioned
is technological change. We are
seeing rapid technological changes,
particularly in artificial intelligence,
machine learning, robotics,... and
these areas are boosting productiv-
ity growth. However, some of them
are not measured properly and
captured in the GDP. So the official
GDP numbers might understate the
true growth rate. A lot of things on
the Internet are free or nearly free.
They are not entered in the GDP but
countries still enjoy many economic
benefits from them,

Besides technology, there will be
quite a lot of other investments. You
can see that in the Chinese proposal
for the “One Belt, One Road” pro-
gram for example. There is a huge
need for infrastructure investment
across Europe and Asia. Initiatives
like “"One Belt, One Road” are likely
to see many trillions of 1.8, dollars
in investment over the next 10 or 15
vears. There have been estimates of
global infrastructure investment to-
ibout USE30 trillion between
now and 2030,

The combination of technology
and investment will be key drivers
of global growth, supported in par

ticular by the growth of the Asian
emerging economies,

In PuC’s report “The Long View:
how will the global economic or-
der change by 20507 which you
authored, Vietnam is forecast to
enfoy some of the fastest growth
rates and become the 20th largest
economy by 2050. What's the basis
Jor PwC’s prajection?

- As you can see, it is not possible
to make precise forecasts until 2050,
These are only projections of the
potential growth if a range of proper
|,‘-n]i(‘il‘\' are followed,

For Vietnam, there are a number
offactors o be considered. Vietnam
still has a relatively young popula-
tion. Compared to other countries,
China for example, you still have
further years for the working popu-
lation to contribute to your growth,

A more important fact is that at
the moment, a large amount of the
population in Vietnam is still work-
ing in agriculture. Nearly half of the
employment is in this area, which is
considered having low productivity,
As employment shifts from agricul
ture to manufacturing and services
where productivity is much higher,
that should boost overall productiv-
ity and growth in Vietnam,

That movement could be seen in
the UK, US. and other developed
countries. In the past, most people in
these nations worked inagriculture,
but now only a few percent of the
labor force is still working there, It
is a natural process of development
that people move to higher produc-
tivity areas and to the cities. I think
Vietnamstill has alot of room for that
process to play an important role in
your economic growth.

Obviously, this process does
require continuous investment,
This means continuing to invest in
infrastructure, roads, railways, tele-
coms, digital networks, etc. but also
investment in people. Vietnam has

John Hawksworth

had avery good record foreducation
compared to other middle-income
countries. To be further :Im'u-lup:*d,
Vietnam should retrain people be-
cause of the rapid changes of tech-
nology and automation. You know,
computers will take some jobs and
people may be not working in one
job for their whole life. They have to
beretrained for several times so that
they can be quite flexible in their ca-
reers and adapt to the technological
advances,

Besides these investments, some

other reforms should be done, espe-
ciallyinstate-owned enterprisesand
building the private sector, which
will be the key driver of not only
economic growth but also employ-
ment growth.
Withalltheinvestmentand reforms
in mind, the potential growth in Viet-
nam could be 1'1'l':i|iu]_\' achieved.
Policymakers want ta steer
Vietnam towards becoming an
industrialized economy. However,
experts say Vietnam's strength lies
in agriculture and the country
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should continue making use u-f
agricultural development. So
what's Vietnam's real competitive
advantage?

- In the longer term, you would
expect more people moving from
rural and agricultural areas to manu-
facturing, and eventually to services,
Ultimately, youwouldwantiobecome
notjustanindustrialized economy but
aknowledge-based economybecause
thatis probably where mostof the jobs
are in the future.

Butlthinktheremay besomeareas
where Vietnam has a competitive
advantagein agriculture, For reasons
of food security, Viemnam should
continue to produce products like
rice and other crops. But I think that
the key to development is to make
agriculture more productive and effi
cient. Over time, you could increase
investment in modern agricultural
techniques and bigger farms, so that
voucan reduce the number of people
in the agriculture and free them up
to move into more productive areas
elsewhere. I'm not saying that you
should stop agriculture completely
but I think in the long run, agricul-
tre will be a smaller share in the
economy.,

You've also researched Brexit's
global impacts. How will Brexit
impact Vietnam in particular?

- I don't think there will be a big,
direct impact of Brexit in Vietnam.,
The main impact will be on the UK
and some other European countries
like Ireland, Germany, France and
50 01,

Ido think thatlooking forward, the
UK will need to look for new trading
partners outside Furope, So the UK
will need to make more efforts to
do trade deals and increase trade
investment with fast growing Asian
economies, including Vietnam. That
could epen up the door for more
productive trade and investment
relationships between the UK and
Vietnam or ASEAN in general.

We've seen growing uncertainty
inglobaltradepolicies and arefurn
ofprotectionism. This trend ofglob-
alprotectionism isspearheaded by

the Donald Trump administration.
Howshould Vietnam deal with this
global trend?

- That is certainly a concern. We
identify the move towards protec
tionism as a risk factor for the world
economy and for Vietnam as well.
Buton the more positive side, I think
there is still quite a lot of room for
trade deals, maybe not global trade
deals where progress has been slow,
but ratherregional trade deals. We've
seen the format of the ASEAN
Economic Community, and trade
deals between ASEAN and China
and other countries. 1 don't think
thereisanincrease ol protectionism
within Asia. In fact looking at Asia, |
see some progress in free trade has
been made.

Obviously, it's disappointing that
the United States decided not to go
ahead with the Trans-Pacific Part-
nership (TPP) agreement. Maybe
that deal can go ahead without the
LS, It may not bring quite such big
henefits since the 1LS, is such a big
market. But at the moment, if the
LS. does notwant to join then other
economies involved could go ahead
anyway. In the future, the U.S. might
negotiate other trade deals with
ASEAN or Vie n instead.

What is the biggest risk to the
global economy in the next couple
of vears?

- 1 think there are some concerns
about geopolitical tensions in the
Middle East, North Koreaand so on.
Ifthese tensions are to escalate, that
would be worrying.

Secondly, there are concerns about
a new financial crisis associated with
the high level of debt in China. If that
debt level leads to some problems
in China then they could spread to
elsewhere, too. Also, | think the rise in
the LS. interest rate is another risk as
there are some emerging economies
that borrow a lot of money in dollars,
These economies might face some
financial stresses. 1 personally do not
expect those things to happen but
there are some downside risk factors
nonetheless
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