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INTRODUCTION

1. The transition into a circular economy is vital and inevitable, especially in
developing countries where industrialization is creating highly destructive impacts
on the environment.

2. Developed countries in the world including Japan and China have operated
circular economy development models in early stages to fix this problem and
have earned significant achievements.

3. This article will analyze the model which has been used by developed countries
and how those countries managed them.

4. After summary the experiences of those countries, this article will propose a
management circular economy development model and solution to apply this

model in Vietham.

#02

THEORETICAL
FRAMEWORK




CIRCULAR ECONOMY DEFINITION

Ellen MacArthur Foundation (2012)

Considers the circular economy as an
industrial system that is restorative or
regenerative by intention and design.

It replaces the end-of-life concept with
restoration, shifts towards the use of
renewable energy, eliminates the use of
toxic chemicals, which impair reuse and
return to the biosphere, and aims for
the elimination of waste through the
superior design of materials, products,
systems, and business models.

Tran Hong Ha (2019)

Explained the principle of a circular
economy by using principles of
dynamics and the law of conservation
of matter and energu.

The core of circular economy is the
point connecting the end and the
beginning of the economic processes
including manufacturing and
consuming, which allows materials to
be recycled into the secondary
resources for economic processes.

CIRCULAR ECONOMY DEFINITION

Nguyen Hoang Nam, Nguyen
Trong Hanh (2019)

The circular economy is more
concerned with emissions in general by
providing a specific and clear
approach to solve it, which is the
material cycle, emphasizing the role of
the circular product design and waste
treatment along with natural system
regeneration

The National Assembly of Vietnam
(into article 142, Law on
Environmental Protection No.
17/2020/QH14)

Circular economy is an economic
model in which designing, production,
consumption and service activities in
order to reduce the exploitation of
raw materials, prolong the product life
cycle, limit waste generation and
minimize adverse impacts on the
environment.




DEVELOPMENT
MANAGEMENT
DEFINITION

Development management is the
process of turning ideas and goals of
development into specific actions and
organizing the implementation of those
actions to achieve them.

DEVELOPMENT CIRCULAR ECONOMY
MANAGEMENT MODEL

PARTH@ PANTS
m - T

PUBLIC SECTOR PRIVATE SECTOR

Through the experience of the previous countries, it can be seen that the circular economy
will not develop naturally without the initial participation of the Government. Since businesses
investing in recycling and waste treatment systems will incur additional costs that negatively affect
profits, businesses will not voluntarily do this without early intervention from the Government.
Therefore, the participants in the circular economic development model will be two main factors:
the Government and the Private.




DEVELOPMENT CIRCULAR ECONOMY

MANAGEMENT MODEL

Forms of participation in the model of circular
economy development management

The Government directly participates in the circular
economy supply chain:

In this form, the Government plays the role of
direct investment, operation and management
providing services for the circular economy such as
material  recycling, waste treatment, etc.
participating in the supply chain or the
Government can provide the infrastructure for the
circular economy

The Government indirectly participates in the circular
economy supply chain:

In this form, the Government will act as the initiator
of the circular economy by facilitating private
participation and indirect management through
tools such as policies on tax reduction, higher
environmental protection fees, policies to
encourage product design changes to improve
recycling, etc

MODEL
REQUIREMENTS

LEGAL FRAMEWORK &
POLICIES
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@> RESOURCES

FINANCE RESOURCES
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Management circular
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Japan's circular economy development process

o)

02 03

1970s - 1980s 1994 2000-present
Japan proposed a circular When non-renewable Japan advocated the
economy as a solution to deall materials were exploited to development of a

with the ol crisis in order to the limit, Japan advocated circular economy based
limit dependence on imports advancing scientific and on two main pillars. the
from producing countries that knowledge-based economic system and
export this material technologies in order to find the people

alternative materials

Japan’s model requirements

1. LEGAL SYSTEM

Laws for circular economy development in Japan

Classification of Names Year
law
Environmental Law 1993
Fundamental law - - - -
Promoting the formation of a recycling society Law 2000
Comprehensive | Waste disposal law 1970
law Resource efficient law 1991
The law of separate collection and recycling of container | 1995
and packaging
Special household machine cycle law 1998
Special Law Building construct recycling Law 2000
Polychlorinated biphenyl wastes properly handle special | 2001
measures law
Vehicle recycling law 2002

Source: Authors




Japan’'s model requirements

2. HIGH-QUALITY HUMAN RESOURCES

From the very beginning, Japan has mastered the adjustment of the education system at
schools, businesses, and organizations to raise and change people's awareness of
environmental issues. market and circular economy.

3. SUPPORTING TECHNOLOGY SYSTEM

Japan has developed a “zero-emissions” recycling system consisting of 5 parts: “product life cycle
assessment system; waste reduction system; resource recycling system; recycling industry chain,
waste recycling and waste trading system”.

4. ORGANIZATIONAL SYSTEM

The organizational system is decentralized with 3 main areas: the Government; Enterprise &
Social

HS

Management circular
economy development
models in China




production and environmental

CHINA'S MANAGEMENT MODEL
O1

MICRO-LEVEL
A suite of corporate-level

initiatives such as eco-design MESO-LEVEL 03

of manufacturing plants,
MACRO-LEVEL

waste minimization, cleaner

management systems LAERELE R The third circle of the

02 circular economy

concept is at the social
MESO-LEVEL

level. Typical activities
include the development
of eco-cities and eco-
provinces

Inter-firm level, where eco-
industrial parks (EIPs) have

been initiated in order to CHINA'S MODEL HIERARCHY
capitalize on the trading of

industrial byproducts

THE FAILURES OF CHINA'S MODEL

The legal system serving the circular economy in China often has some barriers to
innovation and application of the circular economy.

In China businesses have to pay part of the value-added tax which in some cases, the
recycled materials are cheaper than the primary materials, the production cost is lower but

the value-added tax higher.
Environmental science and technology areas are areas with low demand, technical and

financial capabilities are inadequate, so the development of this field will not happen
naturally and requires the support of the Government. Government

The lack of human and institutional resources to encourage community participation in
the circular economy

Some government agencies lack a complex understanding of environmental principles




PROPOSING CIRCULAR
ECONOMY DEVELOPMENT
MANAGEMENT MODEL FOR
VIETNAM

PROPOSING CIRCULAR ECONOMY DEVELOPMENT
MANAGEMENT MODEL FOR VIETNAM

Government

Goods &
Services

Circular
e

This article proposes the Vietnam management circular economy development Hierarchy systems in 3
levels: Micro-level; Meso-level; Macro-level

Private Area




THANKS

Does anyone have any questions?
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Research questions:

» Could the economic growth cause the environmental pollution in
ASEAN?

» Could FDI damage the environment in recipient countries in ASEAN?
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1. Introduction

ASEAN (Association of Southeast Asian Nations)
* Established in 1967

* Members: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar,

Vietnam (Since 1999).

20

1.5

1.0

1,200.3

rx s -
& 2 =
8 g 2

g
1=
=

o o
=) i

2000 [—

2001 |

204
205
2006

009
2010

2003

s GDP === GDP per capita

Philippines, Singapore, Thailand and

S0 ASEAN’s GDP has steadily increased

B ik and became the fifth largest economy

4,500 in the world in 2019.

4000 _

3,500 g

w

2,500 ;r.

2,000 \:

500

oan

'““" Figure 1. ASEAN GDP (USS$ trillion) and
© & ! GDP per capita (USS), 2000-2019

Source: ASEAN Secretariat (2020)

1. Introduction

ASEAN has increasingly strengthened regional
economic integration through a number of
agreements in trade in goods, services and
investment.

Investment in ASEAN:

o ASEAN Comprehensive Investment Agreement
(ACIA) to further liberalize investment among
members;

o An important factor contributing to economic
growth.

Environmental issues in ASEAN:

o Seriously affected by climate
exchange for economic growth;

o Environmental quality tended to deteriorate
and is under great pressure from economic
development activities.

change in

Competitive economic
region

Single market and
production base

Fully integrated region in
the global economy

Equitable economic
development

Figure 1: Four pillars of ASEAN Economic Community (AEC)
Sources: Invest in ASEAN




2. Literature Review

Turning Point Income

The Environmental Kuznets Curve (EKC) l

Environmental Decay Environmental
Panayotou (1993) shows the economic growth Tniprovement
causes the increase in environmental pollution at '
first, till the economy reaches a certain growth rate J
(that being called turning — point) the environmental

quality will be improved with the economic growth

rate.

Deterioration

Per Capita Income

Figure 2. The typical EKC

Source: Yandle et al. (2004)

2. Literature Review

Pollution haven hypothesis (PHH)

Xing & Kolstad (2002): Developing countries use lax environmental regulation as a strategy to
attract investment in polluting industries from developed countries

Hassaballa (2013):

PHH exists by the correlation between foreign capital and local environmental standards. In
developing countries, attracting capital still seems to be a priority, so environmental standards
are not high. FDI capital will increase environmental problems. In contrast, in developed
countries having the advantages of the level of science, technology and labor, high cost of
environmental control and strict environmental standards require the foreign investors pay
more attention to environmental protection.




2. Literature Review

Empirical studies on EKC in ASEAN countries

Author(s) Scope of study I
Lean and Smyth  ASEAN-5 Economic growth affected environmental pollution under the EKC hypothesis
(2010)
Saboori and ASEAN-5 Economic growth and income reduced the pollution in Singapore and Thailand,

Sulaiman (2013)

the opposite result was founded in Indonesia and Philippines.

Zhu et al. (2016)

ASEAN-5: groups of
high, moderate and low

No impact of economic growth on environmental pollution
In low-emission countries, the increase in FDI raised the environmental pollution,

emissions while the increase in FDI reduced the pollution in the countries with high and
moderate emissions.
Thanh et al. ASEAN-8 EKC correlation between the economic growth and pollution
(2018)
Chng (2019) ASEAN-6 EKC happened in Singapore, Thailand and Vietnam;

no EKC relationship in Malaysia, Philippines and Indonesia

ASEAN-4: Malaysia, Philippines, Singapore, Thailand

ASEAN-5: Malaysia, Indonesia, Philippines, Singapore, and Thailand

ASEAN-6: Malaysia, Indonesia, Philippines, Singapore, Thailand and Vietnam

ASEAN-8: Brunei, Campuchia, Malaysia, Indonesia, Philippines, Singapore, Thailand and Vietnam

2. Literature Review

Empirical studies on PHH in ASEAN countries

Author(s) Scope of study 1
Guzel & Okumu
(2020) ASEAN-5 Confirm the PHH
Kisswania &
Zaitouni (2021) ASEAN-4 Confirm the PHH only in Philippines in long term
Confirm the PHH. In low-income countries, more FDI could increase the
amount of CO2, while in high-income countries the increase in FDI could
Baek (2016) ASEAN-6 reduce CO2.




3. Could the economic growth cause the environmental pollution in ASEAN?

Thang and Tu Anh (2021) analyses the effects of economic growth on environmental pollution of ASEAN-10

in the period of 1990-2017.
- Findings:

InC02; = —11,23 + 1,7InGDP;, — 0,1(In GDP;;)?—0,09In FDI;; + 0,64 In ENCj; + 0,99 In POP;, + 0,03URB;;

» ASEAN’s economic growth could cause the pollution of environment.

» The increase in FDI would reduce the environmental pollution in ASEAN-10.

» Positioning in the EKC curve:

» Brunei, Indonesia, Malaysia, Singapore, and Thailand located in the right-hand side of the curve.

» Cambodia, Laos, Myanmar, Philippines and Vietnam located in the left-hand side of the curve.

4. Could FDI damage the environment in recipient countries in ASEAN?

Fixed Effect Model (FEM) and Random Effect Model
(REM) with equation:
ln COZit Zﬁo + ﬁl lnFDIit + l’li + yt + Sit

* ASEAN countries are divided into 2 groups
according to the result of Thang & Tu Anh
(2021).

* Data from 1990-2017

* 140 observations in each group

Table 1. Data description

Variable Symbol  Unit Data Source
CO2 emissions CO2 Million Gilfillan et al.
tons (2019), UNFCCC
(2019), BP
(2019)
FDlinward  FDI Million IMF
stock usD




4. Could FDI damage the environment in recipient countries in ASEAN?

Table 2. Empirical results

(1) (2)
VARIABLES Right-side group  Left-side group
In the right-side group, the p-value is above 0.1
s InFDI 0.149 0.418%**
- the effect of FDI on CO2 is insignificant.
ffect of gnif (0.0718) (0.0454)
Constant 2.772%* -1.007
) ) ) (0.746) (0.654)
In contrast, in the left-side group, the p-value is
significant Observations 140 140
=FDI has significantly positive impact on CO2 R-squared 0.299 0.784
emissions Number of countries 5 5
=2 An 1% increase of FDI leads to 0.42% increase of
co2.

4. Could FDI damage the environment in recipient countries in ASEAN?

Conclusion

FDIl into the less developed group mainly cause the environmental issues of ASEAN,
while FDI into relatively richer nations has no significant effect on the environment degradation

The hypothesis of pollution haven

* This study confirms the hypothesis of pollution haven in ASEAN countries: the flow of FDI to less
developed countries in ASEAN caused the serious environnmental pollution.

* ASEAN integration agreement may create more opportunities for the movement of FDI from countries
with tied environmental regulations to countries having ease environmental conditions.

> FDI Intra ASEAN
> FDI from ASEAN partners




5. Policy Recommendations

> Stringent environment policies on FDI attraction are essential for all ASEAN members especially in less
developed countries. While no serious pollution cases have been recorded in intra-regional FDI projects,

more stringent measures and general regulations in the region are still needed.

> In terms of single country’s policies, it is necessary to improve the level of labor, domestic facilities to be
able to receive green FDI projects and acquire advanced technical technologies, which are less harmful to

the environment.

> Countries should focus on reducing the structure of heavy industries that cause environmental pollution

as well as addressing environmental issues related to the economy.

g
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Motivation
* Subsidies are defined as financial contributions by a government or
any public body within the territory of a member country (WTO).
* Mainly, subsidies are provided for three purposes:

1. Protect infant industries whose economies of scale and learning-by-
doing effects are important.

2. Support gateway industries that attract knowledge and
technologies which increase more complex and skill intensive
manufacturing.

3. Protect domestic industries from import competition.

Domestic firms are believed to provide better and more specialized
inputs to the downstream industries.

Motivation

* While subsidies tackle market failure, they also create unfair trading
practices by distorting trade, completion and investment decisions.

* In recent years, government subsidies that discriminate foreign
commercial interest are dramatically increasing in the global
economy.

* In particular, the use of subsidies interventions by governments
expanded markedly after the 2008 financial crisis.

* According to the GTA report, while the news headlines are flooded
with multi-billion tariff hikes, subsidies create the biggest sources of
distortions for global trade (Evenett and Fritz, 2019).



Motivation
Percentage of Key policy interventions used (source GTA)
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Motivation

Chinese government subsidies

* Although government subsidies interventions are prevalent in many
countries, the US argues that Chinese government subsidies become a
significant concern creating unfair trading practices.

* For example, Chinese firms have become extremely dominant in many
capital-intensive industries (such as steel, aluminium, glass, auto parts,
solar panels and shipbuilding) where it had no labor cost advantage.

* Subsidies to State-Owned-Enterprises (SOEs) are often evoked as a
potential contributing factor to China’s trade prowess.

* As a result, Chinese industrial subsidies are causing more trade conflicts
than any other country in the world (Kalouptsidi, 2017).

* In addition, compared to liberalizing subsidies, the proportion of harmful
Chinese government subsidies are considerably larger.

30



Motivation

* Chinese harmful subsidies interventions are significantly increasing.
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Motivation
The basic metal sector

* The basic metal sector includes basic iron & Steel, products of iron &
steel, aluminium, copper, nickel, lead, zinc, tin, basic precious metals,
and other non-ferrous metals.

* This sector is a major target of subsidies as it play a major role in the
productivity and growth of an economy (Blonigen, 2015).

v'The basic metal sector is a key input to the manufacturing and
construction sectors

vIt is also vital to the production of investment goods and
infrastructure.

* As such, the Chinese government significantly scale up its subsidies to
the basic metal sector in recent years.



Motivation

Basic metal subsidy interventions by China
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Motivation
Previous Studies:

* Many papers have analysed the impact of “industrial policy” (IP) on competitiveness.

v Kalouptsidi (2018): Chinese subsidies in the shipping industry and production
reallocation across countries.

v" Criscuolo et al (2019): European investment subsidy and manufacturing
employment.

v Aghion et al (2015): Industrial policy and competition.
v" Rotemberg (2019): Firm subsidies and productivity in India.

* However, the literature that analyse the effect of subsidies interventions on export
competitiveness is scarce.

* The only exception is Blonigen (2015) that examine the effect of steel-sector IP on
competitiveness in major steel producing countries.

* Blonigen (2015) finds the presence of steel IP significantly reduces export
competitiveness in the down stream manufacturing industries.



Motivation
This paper:
* While Boligen (2015) investigates the impact of subsidies
interventions in many steel producing countries:
|.  The study is restricted to the 1975-2000 sample period.

Il. The paper do not examine the effect of one country’s industrial
policy on the downstream sector of other countries.

lll. China is not included in the sample.
IV. The paper is restricted only to steel sector industrial policies.

* Hence, this paper examines the impact of Chinese
subsidies interventions on the export competitiveness of the down-
stream sectors of

Methodology

* Following Blonigen (2015), our model is specified as:
® EiCt = ﬁl + ﬁz(NSItX Metal_lnput_ShaT‘eict) + Qct + Yit + Pci + EQct vee ven ven wan (1)

* Where, E;; is sector i export in country c and year t.
* NSI; is the number of Chinese basic metal subsidy interventions at time t.

* Metal_Input_Share;. is the input share of basic metals (such as steel,
iron, precious metals, aluminium, copper, nickel, lead, Zinc and tin)



Methodology
A Set of Fixed Effects Employed.

* 0. denotes the exporter-year fixed effect.

It captures any year specific fixed effect such as changes in economic
growth in country c.

* y;+ denotes the product-year fixed effects.
This captures any shock that affects the specific sector at time t.
* p.i exporter-product fixed effects.

* Due to dummy variable trap problem we only include 8., and y;;.
Hence, p.; is the omitted category.

Methodology

Heterogeneous Effects

* Chinese subsidy interventions are liberalizing, with neutral effect and
some are harmful.

* We rewrite Eq. (1) to analyse the heterogeneous effect of subsidies
interventions.

* For example, to investigate the effect of harmful interventions, we re-
specify as Eq. (1) as follows:

Eice = 1 + B2 (NHSI X Metal_Input_Share;c) + Oct + Vit + Pei + Eict vov vvr v e (2)

* Where NHSI, is the number of harmful interventions at time t.



Data

* Our paper uses a combination of 3 data sources:

a.

UN Comtrade: Export value data at 3-digit Common Product
Classification (CPC) for 137 sectors from 40 major economies
(excluding China) in the 2008-2018 period.

Global Trade Alert (GTA): the number of Chinese basic metal
subsidies interventions. GTA database uses CPC system to identify
affected sectors!

Global Input Output Database (GIOD): For the input output linkage
between Chinese basic metal subsidies and the other sectors.

Data

Chinese liberal subsidies affected countries




Data

Chinese harmful subsidies affected countries

Baseline Result

(1) 2) 3)

Dependent Variable: log of export value

NSI x Metal_Input_Share -0.018 -0.117* -0.166*
(0.056) (0.050) (0.066)
Exporter-year FE No Yes Yes
Sector-year FE Yes No Yes
Observations 59413 59413 59413
R2 0.306 0.385 0.714

Note: NST is the number of total subsidies interventions by the Chinese government in each
vear; Metal_Input_Share is the share of Chinese metal input in the production of exportable
goods in a particular seetor at a given year and country. The 2014 input share of metal to the
downstream sectors is used as a proxy for the 2015-2018 metal input share. Robust standard errors
clustered at the exporter-product level are reported in the parentheses. *, ** **¥ roprogent the
level of statistical significance at 10%, 5%, and 1%, respectively.



* A one unit Chinese subsidies intervention in the basic metal sector
reduces the export of other countries by about 16.6%.

* This means:

An increase in one standard deviation of Chinese subsides in the basic
metal sector reduces export in the other major economies by 0.17
percentage point.

* This is reasonably large negative effect in the downstream sectors.

Placebo test: Forestry, Fishing and Textile

(D) 2) (3)
Dependent Variable: the log of export value
NSI « Forestry_Input_Share 1.105
(1.112)
NSI « Fishing Input Share -0.313
(0.235)
NSI x Textile_Input_Share -0.238
(0.187)
Exporter-Year FE Yes Yes Yes
Sector-Year FE Yes Yes Yes
Number of Observations 59413 59413 59413
R 0.7146 0.7146 0.7146

Nore: NST is the number of total subsidies interventions by the Chinese govermment in each vear
Forestry Input Share. Fishing Input Share. and Textile Input Share are the shares of Chinese ‘Forestry and
logging’. “‘Fishing and aquaculture” and ‘manufacture textile. wearing apparel and leather products” inputs in the
production of exportable goods in a particular sector at a given year and country. The 2014 input share of metal
to the downstream sectors is used to create the placebo input-output linkage. Robust standard errors clustered at
the exporter-product level are reported in the parentheses. *. **_#** represent the level of statistical significance
at 10%, 5%, and 1%, respectively.



Considering lag effects

(1) (2) 3) (4)

Dependent Variable: log of export value

NS x Metal Input_Share, t -0.166**
(0.066)
NST x Mctal_Input_Share, t — 1 -0.223**
(0.082)
NS < Metal_Input _Share., t — 2 -0.176**
(0.083)
NST % Metal _Input_Share, t — 3 -0.058
(0.093)
Constant 11.624"" 14.796°"" 14.787°"" 14.7667""
(0.323) (0.254) (0.255) (0.257)
Exporter-year FE Yes Yes Yes Yes
Sector-year FE Yes Yes Yes Yes
Observations 59413 54259 48981 43542

Note: IN S1 is the number of total subsidies interventions by the Chinese government in ecach year:
Metal_Input_Share is the share of Chinese metal input in the production of exportable goods in
a particular sector at a given vear and country. The 2014 input share of metal to the downstream
soctors is used as a proxy for the 2015-2018 metal input share. Robust standard errors clustered at
the exporter-product level are reported in the parentheses, * ** **%* represent the level of statistical
significance at 10%, 5%, and 1%, respectively.

Heterogeneous Effect (1): Harmful, Liberalizing and Neutral

(1) (2) (3)

Dependent Variable: log of export value

NHSI x Metal _Input _Share -0.243™
(0.106)
NLSI x Metal Input_Share -0.459
(0.300)
NNST x Metal_Input_Share =1:055"*
(0.510)
Exporter-year FE Yes Yes Yes
Sector-year FIE Yes Yes Yes
Observations 59413 59413 59413

Note: NHSI , NLST and NNSI denotes the number of harmful, liberalizing and neutral
subsidics interventions by the Chinese government per year, respectively. M etal_Input_Share
is the share of Chinese metal input in the production of exportable goods in a particular sector
at a given year and country. The 2014 input share of metal to the downstream sectors is used as
a proxy for the 2015-2018 metal input share. We classify countries according to the intensity of
Chinese subsidy intervention. Robust standard errors clustered at the exporter-product level are
reported in the parentheses. *, ¥¥ *** propresent the level of statistical significance at 10%, 5%,
and 1%, respectively.



Heterogeneous Effect (2): Based on basic metal use intensity

(1) (2) (3) (4)

Dependent Variable: log of export value

Non-intensive users Intensive users
NSI x Metal_Input_Share 5.210** 1.088 -0.101*** -0.119*

(2.349) (1.821) (0.0215) (0.040)
Exporter-year FE Yes Yes Yes Yes
Sector-year FE No Yes No Yes
Observations 26875 26875 32538 32,538
R2 0.345 0.647 0.514 0.788

Note: N ST is the number of total subsidies interventions by the Chinese government in each year;
Metal_Input_Share is the share of Chinese metal input in the production of exportable goods
in a particular sector at a given year and country. Robust standard errors clustered at the exporter
level are reported in the parentheses. *, *¥ *¥#¥ pepresent the level of statistical significance at
10%, 5%, and 1%, respectively.

Heterogeneous Effect (3): Only high intensively affected countries

(1) (2) (3)
Dependent Variable: log of export value

NSI x Mectal_Input_Share 0.055 -0.144* -0.148**
(0.049) (0.051) (0.059)
Exporter-year F'E No Yes ‘es
Sector-year FE Yes No Yes
Observations 41847 41847 41847
R2 0.458 0.199 0.664

Note: N ST is the number of total subsidies interventions by the Chinese government in each year;
Metal_Imput_Share is the share of Chinese metal input in the production of exportable goods
in a particular sector at a given year and country. The 2014 input share of metal to the downstream
sectors is used as a proxy for the 2015-2018 metal input share. We classify countries according to
the intensity of Chinese subsidy intervention. Countries that are affected by more than 58 Chinese
subsidy interventions are considered as highly intensively affected countries. As such we drop 11
countrics (that includes Bulgaria, Croatia, Cyprus, Estonia, Greece, Hungary, Latvia, Lithuania,
Luxembourg, Malta, Portugal, Slovak Republic) from the original sample. Robust standard errors
clustered at the exporter-product level are reported in the parentheses. * *¥% *¥¥ ropresent the
level of statistical significance at 10%, 5%, and 1%, respectively.



Heterogeneous Effect (4): Developed versus developing countries

(1) (2)
Dependent Variable: log of export value
Developed Countries Developing Countries
NSI x Metal _Input_Share -0.180** -0.050
(0.060) (0.063)
Exporter-year FE Yes Yes
Sector-year FE Yes Yes
Observations 4777 11643
R2 0.306 0.385

Note: N ST is the number of total subsidies interventions by the Chinese government in each
vear; Metal_Input_Share is the share of Chinese metal input in the production of exportable
goods in a particular sector at a given year and country. Robust standard errors clustered at the
exporter-product level are reported in the parentheses. *, ** *** represent the level of statistical
significance at 10%, 5%, and 1%, respectively.

Additional Results: RCA and Base Metal Subsidy

(1) (2) (3)

Dependent Variable: Revealed comparative advantage

NSI x Metal_Input_Share -0.042* -0.082*** -0.090™"
(0.023) (0.029) (0.044)
Exporter-Year FE Yes No Yes
Sector-Year FE No Yes Yes
Number of Observations 59331 59331 59331

R? 0.0292 0.0464 0.0754



Conclusion

* The paper investigates the effect of Chinese basic metal sector
subsidies on the export competitiveness of the major economies
downstream sectors.

* The finding shows that Chinese subsidies distortions have
considerably large adverse effect on the export performance of other
countries.

* Especially, the deleterious effect of Chinese subsidies interventions is
much larger for developed economies.

* More importantly, both harmful and neutral subsidies interventions
reduce export competitiveness of other countries.
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Introduction

Services activities in manufacturing are intensifying over past
decades

There is strong evidences manufacturing firms use greater service
inputs and services professions in production process

* Also, more and more manufacturing firms bundle services in their
core products

The increasing importance of services in manufacturing is called
“servicification’

» Reasons behind increasing servicifiation are:

v The rise of GVC using services to link fragmented production
components across whole value chains

v To add value and sharpen customer relationship
v" to enhance efficiency and productivity

University of Adelaide 3

About 49% of the value added in world gross exports originates
in the service sector =» highlighting that services are traded
embodied in goods

Figure 2. Share of services in exports, 2011
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Substantial amount of economic activity in manufacturing is
made up of services.

Figure 9. Share of services employment within manufacturing firms,
1999-2015
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« This paper recognizes this shift in service-manufacturing
linkage and explores how servicification affect firm
productivity level.

» Specifically, it examines the effects of servicification (firms
from both supply-side and demand-side) on productivity using
unbalanced panel firm-level data from Indonesian
manufacturing industries

University of Adelaide 6



Empirical strategy

Two-stage approach

v Stage one involves estimation of Cobb-Douglas production
function using semi-parametric approach and then derive
productivity

v In stage two, we regress productivity with servicification and
other firm attributes

University of Adelaide

1) Estimation of productivity

v’ Estimate the production function using semi-parametric approach
developed by Levinsohn and Petrin (2003)—LP method

Ve = Bo + Bkt + Bily + Bmme + wp + 1,

v' Use intermediate inputs as proxy to correct the simultaneity between
input choices and productivity shocks

v" STATA command:
o levpetIn_VA, free(In_lab_high In_lab_low) proxy(In_Ele) capital(In_K) valueadded
reps(250)
o predict tfp, omega

~

University of Adelaide



2). Servicification and its impact on productivity

In_tfpist = ag + Prserv_inp;se + Laserv_outpis + fa3for_own;sy + Paacc_fingg +
Psgvcise + Peexp_spilloverys + dy + dg + €5t

Carabies | Dewiton | Measure

tfp Total factor productivity derived from production Firm productivity level
function estimate (Dependent variable)

serv_inp Servicification in terms of input; share of industrial Service input intensity
services to total inputs (%)

serv_outp Servicification in terms of output; share of revenues  Service output intensity
from selling manufacturing services and selling
electricity to outputs (%)

for_own 1 if more than 10% of capital owned by foreign; O Ownership structure and
otherwise foreign network
acc_fin 1 if firm borrow money from bank or financial Access to finance
institution; O otherwise
gvc 1 if firm imports raw materials AND export products; GVC participation and
0 otherwise exposure to international
suppliers/partners
exp_spillover  Share of outputs of export firms to output of all Export spillover
firms (%)

ULLLVELSILY UL AuCiaIue 5]

« Estimation methods
v OLS fixed effect as baseline
v" General Method of Movement (GMM) to correct endogeneity

e Source of data

v Indonesian Annual Manufacturing Survey (IAMS) over the period 2005-
2015

v' Unbalanced panel data with roughly 19, 347--28,545 firms
v Observations in empirical analysis: 127,356

University of Adelaide 10



Empirical results

Table 1: Results of productivity effects of servicification

(1)

(2)

GMM estimator is appropriate as the estimate
proves that there is not autocorrelation and
strong and valid instruments

TFP l
oLs Sys GMM . oL . .
*  Negative but insignificant relationship
between share of industrial services and
Foreign ownership 0.717%** 0.747%** productivity in OLS-FE but the sign and
(0.0225) (0.350) magnitude turn positive and significant once
we correct endogeneity problems via GMM
Access to finance 0.0973%** 0.129%** method
(0.00887) (0.0265) . . .
) +  Estimates for service revenue is strongly
Exmortispillove 0.570 0.294 positive and the results are robust across
(0.129) (0.193) various estimators.
GVC participati 0.0882*** 0.150*** .
participation +  Overall, the magnitude of effect are as follows:
(0.0180) (0.0577) v' 10 percentage point increase in service input
o intensity leads to 7-8 percent rise in
Share of service inputs to total pro dll CtiVity
expenses -0.113 0.781%**
00910) 0270) V' 10 percent growth in service revenue results
- - in 4-5 percent increase in productivity
Share of service income to total
revenues 0.122%%* 0.445* *  Coefficients of foreign ownership, access to
00208 0232 finance and GVC participation are positive and
[0.0208) 0.232) significant across all estimators
Observations 127,537 86,263 .
N => The findings confirm argument that firm
-sq 0.3252 - P . "
heterogeneities play an important role in
WEaISEE ves ves determining firm performance, specifically,
Sector-FE Yes Yes productivity.
AR(2) (p-value) 0.958
Hansen test (p-value) 0.106

University of Adelaide

Robustness checks

11

To further demonstrate the robustness of our results, we conduct
various alternative specifications:

1) Alternative measures of productivity:
+ Measure 1: output per workers ( commonly known as labour productivity)
* Measure 2: TFP derived from production function using GMM method

Table 2: Results of alternative measures of productivity

(1)

(2)

.. Labour productivity TFP with GMM estimator
Y Sys GMM Sys GMM
Share of service inputs
to total expenses 0.468* 0.761***

(0.260) (0.268)
Share of service income
to total revenues 1.405%** 0.447*

(0.185) (0.232)
Observations 137,304 86,263
Year-FE Yes Yes
Sector-FE Yes Yes
AR(2) (p-value) 0.01 0.975
Hansen test (p-value) 0.128 0.111

University of Adelaide



2). Alternative measures of servicification

Change measure of servicification from ratio to binary value

1) Input servicified firm (1 if ratio of service input ratio greater than median)

2) Output servicified firm (1 if ratio of service output greater than median)

Table 3: Results of alternative measures of servicification

Total factor productivity Sys GMM

Service inputs dummy (1= firms

purchasing service inputs) 0.369***
(0.0788)

Service income dummy (1= firms selling

services) 0.373%%*
(0.112)

Observations 86,263

AR (2) 0.884

Hansen test 0.016

University of Adelaide 13
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Conclusion

The findings highlight the significant contribution of services both
in aspects of inputs and outputs in helping firms raise productivity

Productivity effects of input servicification is greater than output
servicification

We also find evidence suggesting the importance of firm
heterogeneities i.e. foreign ownership, access to finance, and
participation in GVC in boosting productivity

Despite representing Indonesian manufacturing firms, our results
provide additional evidence that explain the recent global trend of
why manufacturing firms become more service intensive.
Productivity gains from servicification is one of the obvious reason.

University of Adelaide 14



Annex

1. Supply-side of servicificatioin

Variable: Share of service inputs
to total expense.

It captures the intensity of service
factors used in manufacturing of
final goods

Coverage: input services include
spending on packaging,
maintenance and repair,
promotion and advertising

2. Demand-side of servicification

Variable: Share of service
revenue to output.

It captures service output
intensity

Coverage: revenues from
services include sales of
electricity and fees from
manufacturing services

University of Adelaide
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The Internet of Things in
I'nterprises and
Corporate Social
Responsibility: context,
(rends, main areas of use
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The predominant goal of
the presented study is to
identify the main areas of
application of the
intelligent objects in a
socially responsible
enterprise

Maria Bajak | Cracow University of Economics
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The Internet of Things

The industrialization and computerization of

modern environment means that more and more

objects in surroundings exchange information

with each other via the network, creating an 3
intelligent system that allows automation, |
optimization and control of various areas
of social life

Maria Bajak i [

Cracow University of Economics m,l/r/rvxl/r/

Internet of things in
private life

- raised comfort related to the automation of personal space,

- reduction of household costs,

- increased personal security,

- improved healthcare,

- facilitation of communication and connection with surroundings,
- distance management of a residential facility.




Internet of things in
soclety

- pollution reduction and environmental protection,

- optimization of the flow of people, services and capital related to,
the automation of public space,

- improved functioning of uniformed and rescue services,

- increase in the level of public security,

- public space monitoring,

- creating new professions and job opportunities.

Internet of things in
business

- improved production process,

- cost reduction,

- increased employee safety,

- expanded staff competencies,

- creating market niches,

- higher efficiency of marketing activities,

- optimization in the field of transport and logistics,
- advancement in trade processes.




Integrated SMART
Environment

SMART buildings
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"CSR is the responsibility of enterprises for their impact on
society. (...) CSR is the process whereby enterprises integrate
social, environmental, ethical and human rights concerns into
their core strategy, operations and integrated performance, in
close collaboration with their stakeholders”.

~ European Commission
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Methodology

To implement the adopted assumptions, it was
decided to select a method partially similar
to the case study. This tool is supposed to
lead to answers to revealing questions,
explaining "Who?", "What?", "Where?", "How?",

— "Why?", relating to the examined object.

Due to the specific nature of the subject
matter, 1t was decided to select several

researched projects. As a result, it enables
the adoption of a broader perspective while
achieving the research objective, which 1is
the basis for further analyses

\ Maria Bajak

Who?

City of Amsterdam and local entrepreneurs (::]»' l:
et I | BN imate
The testing of solutions by entrepreneurs

aimed at reducing energy consumption and Street Il

waste

Amsterdam

Utrechtsestraat in Amsterdam

How?

Creation and implementation by
entrepreneurs and IT companies various IoT
solutions to protect the environment

Why?

A pilot project aimed at reducing energy
consumption and CO02 emissions throughout
the city

Maria Bajak




Who?
Siemens, in collaboration with the City of

NGO Sal s e o e e
[ ]
INLoNdon  "%ue o susng s cperstes

exclusively on the electricity it produces

Where?
City of London

How?

Location of over 3,500 data collection
points 1in the building, which optimizes
the space management process

Why?

Seeking to create an autonomous building
that in practice implements the principles
of sustainable development

Maria Bajak 11

Who?

Port of Cagliari, City of Cagliari with
local stakeholders (e.g. Confindustria
della Sardegna Meridionale)

Cagliari Port

Creating a harbour management optimization
system for port operators, sailors, and
partly to tourists

Where?
City of Cagliari

How?

Placement of sensors within the port and
creation of a process management platform
based on the obtained data

Why?

Striving to control, integrate and
optimize the management of the Cagliari's
ports and metropolitan area

Maria Bajak




Who?
Medical <care units, 1local governments,
foundations, employers

[ ]
Sidl
Implementation of a system that allows

quick assistance in the event of

Tel.emediCine gé%’ég{?ggcg? / ]icgll vital parameters or
Wristhands  me

Europe

How?

Use of wristbands for medical measurements
that sends automatic notifications when
irregularities are detected

Why?

Raising the standards of care for seniors
and sick people, as well as increasing
safety in workplaces

Maria Bajak 13

Environmental Sustainable Social
Protection and Development Commitment and
Ecology Human Rights

Employee Consumer Competitive
Relations Protection Environment
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— the economic value
that the IoT will
generate by 2030 will
be from $ 5.5 trillion
to $ 12.6 trillion

— 1t is worth
highlighting the need
for the government to
support such
initiatives
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Overview

Research Question: Can Digitalization reduce the negative effect of country distance in
international trade?

Sample: Over 17,000 trading pairs between 28 European Countries and the rest of the
World.

Exploited Index: Digital Economy and Society Index (DESI) by European Commission

Estimation Methodology: System Generalized Method of Momentums (System GMM)



Overview (cont.)

Main Results: Empirical evidence has found to prove that DESI can positively moderate
the unfavorable reaction of geographic distance on international trade

Contributions:

* First paper to examine the moderating effect of Digitalization in the relationship
between country distance and international trade;

* Extend international business literature;

* Raise encourage to imply digitalization in countries to promote trade.

Research Structure

1. Introduction

2. Literature Review

3. Data and Methodology
4. Results and Discussion

5. Concluding Remarks



1. Introduction

Until now

Several factors decline trade;
However, Digitalization could

‘2007_2009 be able to boost trade

globalization
Great Recession;
Slowbalization

(]
1990s-2000s
success of GATT and WTO;
golden era of globalization

1. Introduction (cont.)

Aim:
* To shed light on effect of digitalization on international trade;

To find empirical evidence supporting digitalization promote international trade by

reducing country distance among countries which are widely known as huge
barriers in global activities



1. Introduction (cont.)

European Countries to be chosen:
* One the most active area in digitalization (Europe 2020 Strategy);

* Have performance measurement system to track the evolution of the EU member
states in digital competitiveness (DESI);

* One of the biggest players in global trade: 14.0% of global imports and 15.9% of
global exports in 2019

2. Literature Review

A series of studies focusing on:

* Digitalization: Hagberg et al. (2016), Eling and Lehmann (2018), etc. => digitalization
is the most significant on-going transformation of contemporary society and
encompasses several domains of daily life

* Country Distance and its negative effect on international trade: Ghemawat (2001),
Berry et al. (2010), Dow and Karunaratna (2006), etc.

* Impact of Digitalization: Yip and Dempster (2005), Resciniti et al. (2019), Katsikeas
et al. (2019), ect. => suggest digitalization makes it easier to cull various barriers and
issues and to identify more quickly new market opportunities



2. Literature Review

Hypotheses:

H,: Digitalization reduces the negative effect of country distances on international trade.

H,,: Digitalization reduces the negative effect of language distance on international trade.

H,,: Digitalization reduces the negative effect of religion distance on international trade.

: Digitalization reduces the negative effect of administrative distance on international

H,,: Digitalization reduces the negative effect of geographic distance on international trade.

3. Data and Methodology

: Digitalization reduces the negative effect of economic distance on international trade.

9

Data Source Unit

International Import/Export value EuroStat Million Euro

Trade annually

Digitalization DESI index and its 5 Euro Commission 0-100 Score
components

Country Language Distance Exploit data from Dow and 0-5 Score

Distance Karunaratna (2006);

Religion Distance

Administrative Distance
Geographic Distance

Economic Distance

updated
Exploit data from Berry et Score
al. (2010); updated Km

Score 10




3. Data and Methodology (cont.)

Variable Abr. Definition and Scope

DESI Desi Digital Economy and Society Index of report country, is weighting average of 5
below factors, score from 0-100

Connectivity Con % of deployment of broadband infrastructure and its quality, including fixed
broadband, mobile broadband, fast and ultrafast broadband and broadband prices.

Human Capital Human % population having skills needed to take advantage of the possibilities offered by
a digital society.

Use of Internet Net % population having activities already online, from consumption of online content
to modern communication activities or online shopping and banking.

Integration of Digital Tech % of businesses and their exploitation of the online sales channel, social media, big

Technology data, cloud, artificial intelligence, and environmental technology

Digital Public Services Pub % of Digitization of public services for citizen, business and eGovernment.

3. Data and Methodology (cont.)

Models: to examine main effects

Ex,, =a+ pLang, + f, Relig, + f;Ad min, + f,Geo, + PsEcon,, + fDesi, + ¢, (1)

Im,, =a+ B Lang,, + B, Relig,, + B;Ad min, + B,Geo,, + B;Econ,, + B Desi, + ¢, (2)

where i=1....,28 and j=1.....qare the country index, 7=1.....T is the time index, & is the

intercept, /3 is corresponding estimated parameter, Lang is language distance between country i

and j, Relig is religion distance, Admin is administration distance, Geo is geographic distance,

Econ is economic distance, Desi are the DESI index of a reportelr country within the EU, EX is

Export from an European country to its trading partner.



3. Data and Methodology (cont.)

Models: to examine the moderating effect of Desi

Ex,, =a+ fLang, + p, Relig, + f,Ad min, + f,Geo,, + B Econ,, + fDesi, a)
+pB,Desi, * Lang;, + B, Desi, *Relig;, + f,Desi, * Ad min, + S Desi, * Geoy, + B, Desi, * Econy, + ¢,
Im,, =a+ fLang,, + B, Relig,, + p,Ad min,, + B,Geo,, + BsEcon,, + B Desi,

+p,Desi, * Lang,, + f;Desi, *Relig;, + B,Desi, * Ad min,+ B, Desi, * Geoy, + f, Desi, * Econ, + ¢,

(4)

Estimation Method: system GMM

4. Results and Discussions

Table 3: Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max |
Ex 17164 1.292e+09 6.244e+09 1 1.496e+11
Im 17164 1.317e+09 6.302e+09 0 | S46e+1]
Admin 17164 60.069 33.305 / 043 271.347
Geo 17164 5442.99 3589.97 118.382 19836.652
Econ 17164 8.038 9.726 015 85.381
Lang 17164 9.137 1.415 0 10

eli 17164 4.327 2.755 0 . 10
ges)g 17164 48.597 9387 51 Wide range 4
Con 17164 57.57 8.296 29.5 73
Human 17164 43.237 11.885 2 78
Ner 17164 45.452 12.928 17 75.2
Tech 17164 41.574 14.82 11

86
Pubd 17164 55.171 14.865 K 26 Sy




4. Results and Discussions (cont.)

Table 4: Pairwise Correlation

Variables Ex  Admin Geo  Econ Lang  Relia  Desi Con  Human Net  Tech Pub Im
Ex 1.000
Admin -0.050 | 1.000
Geo -0.182 | -0.070 1.000
Econ -0.078 | -0.097 0.032 1.000
Lang -0.097 0.177 -0.006 -0.106 1.000
Relig -0.094 | 0.126 -0.062 -0.035 0.179 1.000
Desi 0.049 | 0.051 0.041 0305 -0.116 0.017 1.000
Con 0.025 0.032 0.026 0.167 -0.073 -0.006 0.532 1.000
Human 0.014 | 0.092 0.028 0.320 -0.098 0.057 0.851 0.310 1.000
Ner 0.042 | 0.018 0.034 0.318 -0.085 0.004 0.834 0.207 0.702  1.000
Tech 0.069 0.025 0.035 0.254 -0.081 -0.004 0.836 0.400 0.580 0.674 1.000
Pub 0.038 | 0.006 0.034 0.089 -0.106 _0.003 0.729 _ 0.180 0.561 0.614 0.460  1.000
Im 0.882 ) -0.058 -0.168 -0.081 -0.084 -0.089 0.050 0.025 0.027 0.041 0.055 0.043 1.000
15
4. Results and Discussions (cont.)
Table 5: Main Effect
) ) 3) @)
VARIABLES Export Import Export Tmport
Lang -0.0413 -0.00878 0.0397 0.0418
(0.0620) (0.0907) (0.0665) (0.0931)
Relig [ -0.866%** 1.161%** ~0.986%** _1.223 %%k .
TUTA%T T0.25%) T0.153) TU.260) CO nflrm
Admin 0.00427* 0.0113%%* 0.00351 0.0105%*= )
(0.00231) (0.00318) (0.00243) (0.00318) * Negative effect
Geo 20.000317*%%  _0.000312%**  _0.000328%**  _(.000318***
[ (1.80e-05) (2.17-05) (1.87e-05) (2.21e-05)] of cou ntry
Econ -0.0390*** -0.0730%** -0.0549*** -0.0854**% .
(0.00578) (0.00757) 000627 (000703 d|Sta nce
Diési [0.0598""‘ 0.0448%%% ] .
(0.00569) (0.00728) variables
Year Dummy Yes Yes Yes Yes
Constant 23.5]1%+# 23.36%** 20.52%++ 21.10**+*
(0.413) (0.544) (0.476) (0.580) ° POSItlve effect
Observations 17.164 16,573 17,164 16,573
Number of Pair 3515 3481 3515 3.481 Of DESI
ARI 0.000 0.000 0.000 0.000
AR2 0.164 0979 0.341 0.983
Hansen 0.107 0.580 0318 0.279

Note: **#= *=_and * denote significance at the 1%, 5%, and 10% levels, respectively.



4. Results and Discussions (cont.)

Table 6a: Moderating Effects of DESI on Export

(5) (6) (7 (%) 9) (10)
VARIABLES Export Export Export Export Export Export
Lang 0.261 -0.242%** 0.0387 0.0266 0.0410 2.751%%*
(0.241) (0.0342) (0.0666) (0.0644) (0.0648) (0.672)
Relig -0.99 *=* =7.162%** -0.986%** -0.937%*= -0.972%** -6.797%**
(0.160) (1.616) (0.157) (0.152) (0.154) (1.389)
Admin 0.00357 -0.00182 -0.000776 0.00303 0.00304 0.0317%*
(0.00245) (0.00185) (0.00947) (0.00235) (0.00239) (0.0124)
Geo -0.000320% ++ -0.000335%#* -0.000320%+* -0.000636%+%  _0.000325%*% _0.000011%**
(1.87e-05) (1.87e-05) (1.86e-05) (7.17e-05) (1.83e-05) (0.000105)
Econ -0.0552% &+ -0.047 L*#* -0.054 5% -0.0556%+4% 0.115%%% 0.109%*+
(0.00633) (0.00542) (0.00630) (0.00616) (0.0245) (0.0242)
Desi 0.0999%* -0.564%¥* 0.0541%%* 0.0240%** 0.0837%%* 0.0149
(0.0403) (0.140) {0.0122) (0.00784) (0.00672) (0.0328) |
Desi*Lang -0.00431 -0.0583%*=
(0.00431) (0.0131)
Desi*Relig 0.142% %= Suppo rt H 0.135%+*
(0.0324) 1d (0.0279)
Desi*Admin $.64¢-05 f ~0.000687%+*
(0.000176) (0.000238)
Desi*Geo 6.40e-06%+* 1.19¢-05%**
(1.38e-06) (2.01e-06)
Desi*Econ -0.00317%*%  .0.00308%%*
(0.000470)  (0.000460) v
4. Results and Discussions (cont.)
Table 6b: Moderating Effects of DESI on Import
(11) (12) (13) (14) (15) (16)
VARIABLES Import Import Import Import Import Import
Lang 0.377 -0.267%%* 0.0448 0.0296 0.0523 1.232
(0.307) (0.0412) (0.0938) (0.0926) {0.0903) (4.127)
Relig -1.206*** -3.574%* -1.219%*x -1 176%%* S1231%= -3.660
(0.265) (1.707) (0.260) (0.258) (0.253) (8.726)
Admin 0.0104%*> 0.00247 0.0271%* 0.0L00*¥* 0.0101%** 0.0371
(0.00322) (0.00185) (0.0111) (0.00314) (0.00308) (0.0643)
Geo -0.000318%%* -0.000303***  .0.000318***  .0.000579***  .0.000313*** -0.000638 |
(2.23e-05) (2.07¢-05) (2.21e-05) (9.10e-05) (2.11e-05) (0.000462)
Econ -0.0857%> -0.0781**¥ -0.0868%*++ -0.0864%#* 0.176%++ 0.100%#*
(0.00800) (0.00714) (0.00809) (0.00793) (0.0270) (0.0422
Desi 0.107** -0.256* 0.0674*+* 0.0145 0.0818%++% 0.0533
(0.0489) (0.149) (0.0151) (0.00908) (0.00812) (0.0443)
Desi*Lang -0.00666 -0.0290
(0.00518) (0.0802)
Desi*Reli 0.0679%* 0.0696
— (0.0343) Support Hld (0.175)
Desi*Admin -0.000335% ‘ -0.000711
{0.000200) (0.00126)
Desi*Geo 5.43e-06*** 7.01e-06
(1.742-06) (8.37e-06)
Desi*Econ -0.00484%*# -0.00510%#* 18
(0.000532) (0.000682)



5. Concluding Remarks

Main Results
* Confirming the positive effect of Digitalization

* Digitalization can positively moderate the unfavorable reaction of geographic
distance on international trade.

Contributions
* Extend international business literature;

* Raise encourage to imply digitalization in countries to promote trade.

5. Concluding Remarks (cont.)

Limitation

* The period in regression is narrowed from 2015 to 2019 (due to availability of
relating data)

» Effect of DESI is focused on international trade only

Future Studies

* To extend to other international business activities such as foreign direct
investment, global value chain, etc.

* To examine industry and firm level at the advantage of digitalization
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A bottom-up approach:
characterise industries’
and firms’ output or
production processes to
decide whether they
should be included in the
Digital Economy > US
BEA (2018), McKinsey
(2018), IMF (2018), G20
(2016)

&\What is a Digital Economy?

A top-down or trend-
based approach: first
identify the key trends
driving the digital
- transformation and then
analyse the extent to
which these are
reflected in the real
economy > WB (2016),
OECD (2019), Oxford

Economics (2016)

7

A flexible approach,
breaking the Digital
Economy into core and
non-core components
and thereby finding a
compromise between
adaptability and the
need to arrive at some
common ground on the
meaning of the term.

3
\ Definition of the Digital Economy /
The Digital Economy
incorporates all Digital Society
| economic activity

reliant on, or

significantly enhanced §

by the use of digital §‘

inputs, including digital | § :
technologies, digital foncsimmes £ | Other activity reliant
infrastructure, digital nawreot | Hice: ] °n o sgnificantly
services and data. It transacton: L4 i enhanciﬁgu?z o
refers to all producers | Tomnaed

and consumers, production

including government, || i

that are utilising these || ‘sroduction

digital inputs in their . oundary

economic activities.

(OECD, 2020)
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&\O Five key pillars for an inclusive digital economy in C/
O

(iii) digital financial
services

12}
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entrepreneurship

1 l

digital economy

build the core contribute to the narrow-scale
sector of the construction of the digital
economy

make a significant contribution to
the development of the digital
economy in a broad-scale

1

| contribute to inclusive growth and poverty reduction in countries.

Digital  Accessto undersea intemet
infrastructure cables, backbone networks

N\, Areas of Assessment Based on Maturity of
Digital Economy

Backbone networks data
clouds, IXPs, privacy. and
cybersecurity

N

Advanced

4G/5G networks, rural
connectivity, intemet of things

Digital shared services, digital
Digital platforms  identity and digital financial
management

Digital financial Basic digtal payments eg,
services  person-to-person payments

Digital government, open data,

e-commerce

~ Broaddigital payments,e.g

business-to-person,
government-to-person

Mobile apps, Al applications,
and software-enabled
platforms

Digital financial services, e.g.
savings credit, insurance

. Angel/seed financing, Venture financing, M&A, IPOs,
L By ‘f'ﬂ Taient development, and innovation centers, regional BPO centers, local digital
entrepreneurship business mentonng hubs ifisiry
Bootcamps, and digital skill Business/management skill s
Digital skills trainings training Digital-savvy workiorce

https://thedocs.worldbank.org/en/doc/69444159431939
0090022020/original/DE4ADiagnosticToolV2FINALJUNE24.p




Vietnam’s Digital infrastructure

Digital infrastructure underpins the use of digital technologies, and
facilitate interactions between connected people, organisations and
machines.

A well-developed digital infrastructure is a prerequisite for digital
economy development.

Digital infrastructure includes broadband access to the internet; mobile
networks and affordability of broadband access...

]

O

Source: https://itu.int/data

\oThe digital infrastructure in Vietnam has seen strong/

growth in terms of quantity and quality

(

120 Population covered by a mobile-cellular ~ Fr—
network (%) 95 97.5 100
100
80

60
40
20
O .

2012 2016 2017 2018 2019 2020

mm Active mobile-broadband subscriptions (% of the population) | »

mm Smartphone penetration rate ( % of the adult population)

==3G coverage (% of the population)

==4G coverage ( % ofthe population)
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Mobile and fixed telephone/broadband subscription O/
Mobile-cellular
1 subscriptions Per | 1,q 53| 14326 | 146.63 | 136.34 | 148.45 12983 12879 | 126.87 147.20 | 141.23  142.73
100 inhabitants
O Fixed-telephone
subscriptions per | 453, | 4445 | 1064 | 741 | 733 | 790 | 598 | 464 | 450 | 379 | 3.29
100 inhabitants
Mobile-cellular subscriptions per 100 E— Fixed-telephone subscriptions per 100  C—"
inhabitants 60.84 166.61 inhabitants 0.34 32.33

Source: https://itu.int/data

10
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Mobile and fixed telephone/broadband subscription

7

Source: https://itu.int/data

Viet Nam 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Active mobile-broadband l)
subscriptions per 100 inhabitants| 7.99 | 14.40 | 17.07 | 18.97 | 31.33 | 38.61 | 46.90 | 47.41 | 71.89 | 72.46 | 80.23
Fixed broadband subscriptions
per 100 inhabitants 417 | 432 | 5.32 | 5.68 | 6.54 | 8.26 | 9.72 | 11.91 | 13.60|15.35|17.16
Active mobile-broadband subscriptions per 100 C— Fixed broadband subscriptions per 100 ~ Co—
inhabitants 48.59 144.C inhabitants 0.24 25.94

11

\o International bandwidth per Internet user (MB/S’{

Vietnam
160

140
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40
20
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International bandwidth per Internet user (MB/s)

11.44 954

[— ]

Powered by Bing
© GeoNames, Microsoft, TomTom

Source: https://itu.int/data
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lSpeedtest Global Index in Sep. Rank - Mobile spoed (Wops) _ Commmmmms
300 3
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\o Vietnam’s Digital infrastructure

Source: https://itu.int/data

80 m Households with Internet access at home (%)
1 70
60
O 50 - 3
= g
30 o N
20 3
(3]
10 ©
0
2012 2016 2017 2018 2019 2020 -
mm Households with a computer at home (%) (b\(é‘\&&'z’ *é\(b S \(@9 Qo@ '@Qb éﬁ\
. . E o » & & L P
mm Households with Intemet access athome (%) ®®9 Q‘é‘\ \(\b @* o K %\Q() & (@
—Intemet users (millions) é}Q
O
——Internet penetration rate ( % of the tatal population) Q;\‘>
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&\

ICT Price baskets (IPB)

7

Viet Nam 2018 2019 2020 Rank 2020
| Fixed broadband basket as a % of GNI p.c.| 3.65 3.65 3.92 102
Mobile broadband basket as a % of GNI 111 11 1.04 71
p.c. ' ' '
*‘,% Mobile cellular basket as a % of GNI p.c. 2.66 2.66 1.96 79
g
é Mobile data and voice basket (high
ﬁ. consumption) as a % of GNI p.c. 217 217 1.87 115
2
‘_.E
E'é' Mobile data and voice basket (low
08) consumption) as a % of GNI p.c. 1.99 1.99 1.87 92
15
) Fixed Mobile  Mobile ";"’1':' '30?223 "::":" I\?o?:;a
broadband broadband cellular basket (high basket (low
ICT Price baskets in 2020 basket as a basket as a basket as consum tign) consumption)
1 %of GNI % of GNI a% of GNI 5= T o NI
A p.-c. p.c. p.c. p.C. p.C.
Brunei Darussalam 0.96 0.28 0.32 0.95 0.59
Cambodia 12.16 1.62 495 10.99 5.19
Indonesia 10.93 1.33 1.83 2.43 1.33
= Lao P.D.R. 8.31 2.37 3.5 9.43 4.63
§ Malaysia 2.19 0.91 0.63 1.19 0.99
§ Myanmar 11.55 1.04 0.84 2.52 1.07
§ Philippines 7.85 1.36 3.01 2.9 2.9
g Singapore 0.74 0.37 0.37 0.37 0.37
f,- Thailand 3.29 1.18 0.57 2.66 1.6
% Viet Nam 3.92 1.04 1.96 1.87 1.87
(75}

16




7

1 Vietnam’s Digital infrastructure

Digital infrastructure in Vietnam is being developed rapidly, but it is
mainly concentrated in urban areas.

. The number of broadband subscribers and the level of
| bandwidth per internet user in Vietnam is increasing, but the
broadband speed is average globally.

Regardless of income or geographic location, almost every
Vietnamese household owns a mobile phone, but access to more
expensive technologies is unequal and costly.

17

1\ Digital platforms O/

Digital platforms offer products and services, accessible through
digital channels, such as mobile devices, computers, and the
internet.

+ Digital platforms facilitate digital exchange and transactions, enabling
producers and users to create value by interacting with each other.

+ Governments operate digital platforms to offer citizen-facing
government services and share information.

+ Commercial firms and non-profit foundations also operate digital
platforms to offer a growing array of products, services and
information.

4 leading online-to-offline (020) platform sectors: —

» e-Commerce, Transport/Ride Hailing; Food Delivery; Digital Financial
Services (Education; Healthcare)

18




\O S o u t h e ast SEAs Platform Economy
| Asia’s
) 020

Platforms W o romm

ECONOMY

{3\ oirbnb

traveloka®

Source:
https://fintechnews.sg/56844/fintech/s
outheast-asias-020-platforms-reach-
mainstream-acceptance/

Source: Bain analysis
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%\o Key benefits and opportunities of Platforms o/

p

—

O

content/uploads/2021/10/TFGI_Longreport

Improved New livelihood  Rising MSME  Digital payment Accelerated Technology
consumer options  &income reach and infrastructure logistics ecosystem
1 and experience  opportunities productivity and financial inclusion infrastructure building and

development innovation

8in 10 oM 8in10 >70% US$ 3B+ 1,000+

https://techforgoodinstitute.org/wp-

consumers have Grab Driver- MSMEs have  Digital lending users  investment in SEA-6 start-ups 'founded
more options partners greater reach did not have prior e-comm logistics by’ 1st gen SEA
using Piatforms as of Dec 2020 through Platforms  access to loans (2019-Q1 2021) Platforms

N
o




P

commerce market.

Q E-commerce platforms IN VIETNAM
1 International e-marketplaces such as Singapore’s Shopee and Alibaba-

7

owned Lazada currently hold the leading positions within the Viethamese e-

- There has been an increasing number of newly registered Vietnamese e-
commerce sites, especially in the form of e-marketplaces. Local brand The
Gioi Di Dong has emerged as one of the most popular e-commerce sites in

 recent years, specializing in consumer electronics and IT devices.

- Top 5 websites ranking for e-commerce and shopping in Vietnam in Sep
2021: Shopee.vn, Lazada.vn, Tiki.vn, chotot.com, bachhoaxanh.com
(https://www.similarweb.com/top-websites/vietham/category/e-commerce-

. and-shopping/)

21

@ Vietham’s e-commerce (B2C) revenue

8,06

6,2

24% 25%
18%

2016 2017 2018 2019 2020

E-commerce
revenue (B2C,
bil.$)

«— | Growth rate

Source: The White Book on Vietnamese E-commerce 2021
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https://webcache.googleusercontent.com/statistics/1007105/vietnam-leading-domestic-b2c-ecommerce-sites/
https://www.similarweb.com/top-websites/vietnam/category/e-commerce-and-shopping/

\oASEAN e-commerce

Number of people
purchasing

]

Total value of the
consumer goods

Annual growth in
the total value of
the consumer

Online consumer
goods purchases

O consumer goods average annual
: . ecommerce market| goods ecommerce
via the internet spend per user
market
T o $2.41 bil. (+32.4%) $785
138.1 mil. $30.31 bl (+49.0%) 5219
| Malaysia  [EEERERTYSY $4.46 bl (+37.3%) 5341
| Philippine YR 3.5 bil. (+42.5%) 01
Thailand 33.67 mil. $7.29 bil. (+42.8%) $216
45.60 mil. $6.03 bil. (+36.3) $132
23

/_

Travel, mobility, | Fashion & | Electronics &

category | accommodation physical media | personal care
C 206l (474) SZIM.  SET04m.  ss2Smi

$6.02 bil. (-45.8) $&gg_;’;" $6.91 bil. (+38.9) $é;g?_l3’i)"

$3.01 bil. (-53.8) $6(i§87(;r)nl $9(ig;1£r)ul $4(i3é45§;|l

$3.38 bil. (-43.4) $7(l%57 1”)‘"' $2.40 bil. (+24.2) %%_gi)"

$3.18 bil. (-40.5%) ?fé‘;f‘zﬁ’/rj $1.57 bil. (+32.6) $(1;2§_gi)"

\oASEAN e-commerce main category

Furniture & | Toys, diy &
appliances | hobbies
$473.2 mil.  $246.5 mil.
(+31.0) (30.7)
$4.48 bil. $4.44 bil.
(+47.8) (+51.5)
$586.2 mil.  $836.6 mil.
(+37.0%) (+30.4%)
$845.0 mil.  $609.1 mil.
(+46.3) (+47.8)
$438.9 mil.  $1.40 bil.
(+37.0) (+42.4)
$1.09 bil.  $917.1 mil.
(+33.6) (+34.9)

7

Video
games

Digital

music

$49.34 mil. $179.8 mil.

(+39.7)  (+21.0)
$199.5 mil.  $1.68 bil.
(+35.1)  (+31.1)

$19.82 mil. $355.3 mil.

(+32.4%)  (+22.2%)
$23.48 mil.  $1.27 bil.
(+41.1)  (+30.8)

$83.10 mil. $389.7 mil.
(+28.2)  (+25.0)

$16.15 mil. $215.0 mil.
(+33.2)  (+35.3)

2

s
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&\3 Digital platforms IN VIETNAM /
]
O

36.451
The number of e-commerce -
29370 websites and applications has
17% been notified and confirmed by
‘ 26,247 the Ministry of Industry and
Trade
1.091 gl '>-2> m

Notified I Confirmed

2019 2020

Percentage of enterprises participating

in e-commerce platforms in Vietnam Source: The White Book on Vietnamese E-commerce 2021

25

\\o Digital platforms in VIETNAM c/

B4%

BO%: 81%
¢ Percentage of enterprises that make orders Percentage of enterprises that have orders
through various forms through various forms .
61% 3%
50% t)i‘)&.
44% |
40%
7% 3I7%
31%
29%
5%
19%
2020
Email e-commerce e-commerce Social media Email e-commerce e-commerce Social media
websites platforms platforms websites platforms platforms

Source: The White Book on Vietnamese E-commerce 2021
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\o Digital platforms IN VIETNAM o/
1 % Social media platforms: }
\ B
E « YouTube (92%), Facebook (91.7%), Zalo (76.5%), FB
Messenger (75.8%), Instagram (53.5%) and Tikok (47.6%)

Ride — Hailing market (Grab, goViet, BE, etc.)

* In 2020, there were 5.38 million using digitally enabled ride-
hailing services with a total value of $575.8 million > $107 per
user of digitally enabled ride-hailing services

* Annual growth in the total value was -30.9% in 2020 due to the
pandamic

Source: https://datareportal.com/reports/digital-2021-vietnam
27

1\oDIGITALLY ENABLED RIDE-HAILING MARKET & /
FOOD DELIVERY MARKET

Annual Digitally
Total value | change in enabled
of the the total |ride-hailing
digitally |value of the| services:
enabled digitally average
ride-hailing | enabled annual
market ride-hailing (revenue per
market user

Number of
people
using

Number of Annual | Online food
people Total value | change in delivery
using online|of the online| the total services:
services to food value of the| average
order take- | delivery |online food| annual
away food market delivery [revenue per
delivery market user

digitaly

enabled
ride-hailing

services

1.12mil.  $389.2 mil. -39.4% $348 240 mil.  $464.2 mil. +35.7% $194

15.79 mil. $1.14 bil. (-43.1%) $72 37.34 mil. $1.95 bil. (+35.2%) $52

237.8 mil.  $21.63 bil.  (-44.3%) $91 410.8 mil.  $51.51 bil.  (+28.0%) $125

M 1.90 mil.  $1252mil.  (-41.8%) $66 6.86mil.  $211.4mi.  (+45.9%) $31
m 243 mil.  $132.0mil.  (-50.7%) $62 8.83mil.  $247.2mil.  (+48.5%) $28
3.64mil.  $347.1mil.  (-33.6%) $95 9.97 mil.  $274.5mil.  (+38.2%) $28
538mil.  $5758mil.  (-30.9) $107 9.53mil.  $302.1mil.  (+45.9) $32
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\3 Digital platforms IN VIETNAM

Digital
platforms are
mainly used to
streamline
simple
business
functions such
as business
administration,
sales, and
payment
methods

7

Payment
methods

80

.Illl..lllll

Production
planning

&
[

[
=3

Services
delivery

Business Fabrication Sales

administration

Supply chain
management

Marketing

= Small Medium mLarge

Uptake of digital platforms is still mainly focused on simpler business functions

Source: World Bank, 2021
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3

Vietnam'’s Digital financial services

7

Digital financial services (DFS) are a critical enabler of a digital economy, when
supporting digital infrastructure is available. DFS covers financial products and
services, including payments, transfers, savings, credit, insurance, securities,
financial planning, and account statements.

DFS are delivered via digital/electronic technology, including through a payment
card, online, or via a mobile phone; various instruments may be linked to e-money
or traditional bank accounts.

DFS can provide individuals and households with convenient and affordable
channels through which to make and receive payments, as well as to save and
borrow. Firms can leverage DFS to more easily transact with their customers and
suppliers, as well as to build digital credit histories and seek financing.
Governments can use DFS to increase efficiency and accountability in various
payment streams, including for disbursement of social transfers, and receipt of tax

payments.
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Vietnam’s Digital financial services

Digital financial services indices 2017 mmm

Bank account penetration
(% of the population aged +15)

Credit card penetration
(% of the population aged +15)

Mobile money account penetration

(% of the population aged + 15)

Commercial bank branches per 100,000 adults?

ATMs per 100,000 adults?

7

2 4.1 4.1 4.1
0.5 3.5 3.5 3.5

3.45 3.91 3.98 4.0

2459 2532 2590 26.26

Source: Digital 2016, 2017, 2018, 2019, 2020, 2021 > World Bank Data 2021

31

Source: Digital 2021
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\Dlgltal payments in Vietnam s
30000 80
u Mobile POS payments (mil.$) o ==Digtal Commerce 350 ==Digtal Commerce
25000 mDigtal Commerce (mil.$) —Mobile POS paymen ==\obie POS payments
q 60 300
20000
50 250
15000 40 200
30 150 2 3
10000 - 3
- 20 100
5000 I 10 50
0
0 0
SRRSO 3
Y PP H P
e Al Number of user (mil.) Transaction value per user ($)
Source: https://www.statista.com/outlook/dmof/fintech/digital-payments/vietnam
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in Vietnam (bil.$)

o N b O

14 ==Transaction value of e-wallet 14 250

2015 2016 2017 2018 2019 2020

300

& E-wallet and mobile banking in Vietham
1 16

===Transaction value of mobile
banking in Vietnam (bil.$)

200
150
100
50
0

2015 2016 2017 2018 2019 2020

240

The rate of users pay with their phones in Vietnam is estimated at 29.1%, the
third-highest in the world. However, the amount of money spent by each
customer is low, estimated at only 74 USD per one transaction in 2020.

Source: https://www.statista.com/outlook/dmof/fintech/digital-payments/vietnam
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q

l\\!ietnamese people have a lack of understanding/

of financial services

Awareness of fintech products in Vietnam
(share of respondents)

Country Adults who are financially
literate (%) 2014

. Cambodia 18
Digital financial advisors [ 15.69 .
Indonesia 32
Digital insurance | 18.85 Malaysia 36
Dicital lond Myanmar 52
igital lending NN 36.28 o
9 9 Philippines 25
Digital money NI 39.75 Singapore 59
Dicital b Thailand 27
igital borrowing NG 5. 72 .
9 9 Viet Nam 24
0 10 20 30 40 50
e https://gflec.org/
https://www.statista.com/outlook/dmo/fintech/digital- ps-ligriec.org/wp-
payments/vietnam content/uploads/2015/11/3313-
Finlit_Report_FINAL-5.11.16.pdf?x63881
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J Vietnam has great potential to develop DFS

@\Vietnam’s Digital financial services
O

» the product or service online purchase penetration in Vietham has
seen strong growth, from 39% of internet users in 2016 to 78.7%

in 2020.
* In 2020, there were 36.23 million people who made digitally
enabled payment transactions with a total value of $8.61 billion

The application of new technology in banking and financial
services is highly encouraged in Vietham

36




helps bring the digital economy to life, by spurring new, growth- —
oriented ventures, products, and services that leverage technology.

\Digital entrepreneurship /
1 Digital entrepreneurship and innovation create an ecosystem that |

* By enabling the transformation of existing businesses, digital
entrepreneurship contributes to net employment growth and helps to
enhance competitiveness and productivity.

Digital entrepreneurship in a digital economy can be divided into
two distinct categories, each with their characteristics: 1) digital
start-ups, and 2) established digital businesses.

* They serve as a critical foundation to enable traditional offline
businesses (both large and MSMESs) to adopt new digital business
models and digital technologies, creating positive spillover effects in the
rest of the economy.
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The digital entrepreneurship ecosystem is nascent but dynamic

&\ Digital entrepreneurship in Viethnam O/

» Vietnam has invested significantly in science, technology, engineering and
mathematics (STEM), digital and entrepreneurial education in-country.

» Vietham has created new funds in key agencies from the National Technology
Innovation Fund, to the National Agency for Technology, Entrepreneurship and
Commercialisation Development.

* Most of Vietnam’s start-ups are operating in the digital market - a promising
future for digital entrepreneurs in online retail, logistics and payments locally
and beyond Vietnam’s borders

+ Vietnam is the 3rd most active start-up ecosystem in ASEAN, behind
Singapore and Indonesia

+ Digital entrepreneurship is contributing to Vietnam’s remarkably effective
handling of the COVID-19 pandemic.

Source: http://digipencil.vn/wp-content/uploads/2017/12/rmit-apec-digital-entrepreneurship-report.pdf
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Digital businesses are platform-based and data-driven firms that offer
digital services or content, digital payments, or digital solutions to other
businesses, notably start-ups and small firms that do not have the
internal resources to develop these capacities on their own.

&\ Digital entrepreneurship in Viethnam /
O

* Homegrown digital platform-based marketplaces, like Sendo and Tiki,
compete with regional players like Lazada and Shopee.

But Vietnam has fewer digital businesses (around 250) than other East
Asia and Pacific (EAP) countries, including Malaysia (450) or Indonesia
(530). Vietnam'’s digital businesses are also operating in a smaller

- number of digital subsectors than other EAP countries (WB, 2021)
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private sector in Vietham

Lack of demand and uncertainty § - . = =3

&\ Main barriers to digital innovation in the /
O

Lack of capabilities |

Lack of finance |

]
|
 —
Government regulations
O]
|-
Other § 3
i commm——
y =
Poor infrastructure [
=3

o

25 50 75 100

® Small # Medium W Large Source: World Bank, 2021
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\o Digital skills Sgg,/m

http://digipencil.vn/wpcontent/uploads/2017/
t-apec-digitalentrepreneurship-report.pdf

Economies requir: igitall vvy workfor:
conomies require a digitally savvy workforce to e— .

__build robust digital economies —— s :
« Digital skills constitute technology skills, together with g Reiew Reyeiepuiod
« business skills for building or running a start-up or E— Lagging
enterprise. A Conducive Skilled Visa Policy 'E
» Greater digital literacy enhances the adoption and use of Environment for Entrepreneurs
digital products and services amongst the larger &
i Availability of Expertise and
population.
. Mentorship
4‘ Vietnam’s workforce lacks the necessary skills E
_ to fully harness the digital economy Ji Current Skills Availability 8
*M terprises lack regul tice using ICT — 3
any enterprises lack regular practice using Math and Science Ecucation
software and systems. (Primary and Secondary)

* Only 40% of businesses report adequate ICT skills to - ——
maintain and fU”y use their dlglta' .S)./Stems, and the skill Vietnam receives average scores in both
shortage is projected to reach 1 million ICT workers by the government’s capacity to regulate
2023 (WB, 2021) online content and the legal framework’s

« This talent shortage has been exacerbated by the brain adaptability to digital business models (WB,
drain of many local skilled workers to overseas markets. 2021)

41
Specialized skills in ITC - E-commergg
ICT Skills in Vletham  which are difficult to recruit in Vietnam
0.0103 0.0102 i . ) Percent of
0.0102 Online payment implementation I s enterprises
0.0101 skills participating
2 0.0100 0.0100 E-commerce project planning and . the survey
0.0099 . implementation skills 34
0.0098 ) ) .
2019 2020 Online marketing skils [N 37

® Individuals with advanced ICT skils (%)

Database management skills | 40

-
S

S«

I ~Q
I 8.2 8.16 S £
S 82 Installing modes, applications, and QL
- I 5 O E

S 8.1 fixing common computer... o £
S 80 7.98 Exploiting and using e-commerce I 5 SN
§ 8.0 applications skills o o
E |79 =3
s |79 Website e-commerce trading floor I s S
<S.> 2019 2020 management skills 46 § g
@

0 m Individuals with standard ICT skills (%) 0 50 S
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\OICT Skills in ASEAN s
O
Brunei Darussalam 56.96033 39.5309109 27.6887432
X Cambodia 29.2186782 4.6912001 1.35622407
Indonesia 25.272222 3.52657441
Malaysia 51.6658526 41.5704561 11.1131426
Philippines 0.67007677
Singapore 53.5137571 40.3283493 8.21618399
Thailand 16.8507029 9.53948451 1.01591787
Viet Nam 8.16118865 0.01023235
43

\ Maturity of Vietham’s Digital Economy

m
Backbone n rks data

Digital  Accessto undersea intemet : 4G/5G networks, rural
infrastructure cables, backbone networks do"déy';fée’;"u::yq' and connectivity, internet of things
Digital shared services, digital e Mobile apps, Al applications,
Digital platforms  identity, and digital financial Dightal 9°\ff;'$:.':;t?e" data, and software-enabled
management A platforms
Digital financial ~ Basic digtal payments eg, B'°:d d.‘g'?'_f”’ I &9 Digital financial services, e.g.
services  person-to-person payments goxr':fn: m‘fg_e‘?""' savings credit, insurance
o Angel/seed financing, Venture financing, M&A, IPOs,
Digital Talent development, and - | : ; %S
- . : innovation centers, regional BPO centers, local digital
entrepreneurship business mentonng hubs indusiry
. Bootcamps, and digital skill Business/management skill 3
Digital skills trainings wap training Digital-savvy worlforce

7
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\OWhere is Vietnam in the global digital race today?/J

1 < .Qonnect

Vietnam performs

O well compared to
o) its peers and
+ Build digital * Invest in analog - Create and expand + Mitigate risks: eve.n t(,) the
foundations and complements: new economy cybersecurity and aSp|rat|ona|
s, | |CEECE s | |k e | [temcion, countries, in
g;gt:aal:;?:‘:smém) !eaderghip a)r';'d eé!fe-r;‘rjengn.s:, and inequality o‘f some ar.er'::ls, but
O sy;tem institutions e-government opportunities, / 'eXh|lb|t3
comparability and g:ggg??vzlgr?é;gly significant .
interoperability weaknesses in
other areas.
The country appears to have done well Vietnam is also making Vietnam’s performance
in terms of connectivity, as it is highly progress in the use of new is relatively weak in
ranked in terms of even though the digital tools by businesses harnessing and
speed ofmobile phone and internet and government, even if protecting users and
penetration, connections is lagging that those are mainly used for ranks toward the bottom
in more advanced countries. basic functions of Harness and Protect
45
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\ Vietham’s digital economy in future /

al Vietnam becomes a digital country
AR _ - characterized by stability and
prosperity and a pioneer in
VISION BY 2030 experimenting with novel technologies
and models; the management and
administration activities of the
Government, the production and
business practices of enterprises and
the way people live and work are
renovated fundamentally and
comprehensively; the established
digital environment is safe, humane
and all-encompassing
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\ Major targets by 2025 and 2030 in Vietham’s /
digital economy

Digital economy ( per cent of GDP) 20 % 30 %
Digital economy forms of each sector at least 10 % at least 20 %
Annual productivity 7% 8 %
Ranked on the ICT Development Index (IDI) in the top 50 in the top 30
Ranked on the Global Competitiveness Index (GCI) in the top 50 in the top 30
Ranked on the Global Innovation Index (Gll) in the top 35 in the top 30
Ranked on the Global Cybersecurity Index (GCI) in the top 40 in the top 30
more than 80 % of
Coverage of Fiber optic internet infrastructure households and 100 % of nationwide
communes
Broadband service and smartphones Nationwide 4G/5G service Natisc;r;\xi:ee e
Digital checking account ( % of the population) More than 50 % More than 80 %

Source: Decision No. 749/0QD-TTg dated June 03, 2020, by the Prime Minister
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&

Recommendations for Vietham’s future /
digital economy

First, further complete the framework for the effective implementation
of the digital economy.

Second, increase investment in science and technology to
modernise and synchronise digital technology.

\ Third, invest more in systematic e-learning and train high-quality
| human resources.

(/ | Fourth, motivate data-driven e-government and enterprises’
\ ) proactlveness and innovation

Last, develop a cyber insurance market to help businesses recover
>v flnanC|aIIy when a cyber incident happens.
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Thank you
for your attention!
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|. INTRODUCTION

1.1 Research Background:

= Vietnam's garment and textile industry has been under development since 1990
and has become increasingly important in Vietnam's economic growth (Dinh &
Dang, 2011).

> Garment export value in 2020: 35,2 billion USD; in 2009: 8,5 billion USD; in 2004: 4,2 billion USD
(VCYA, 2021)

= But, heavily dependent on external sources of supply.
= So the added value in each product is low and thus low production efficiency.

= E-commerce sales in Vietnam has been developing at a similar pace as world e-
commerce sales and faster than GDP (World Bank, 2021).

> (In 2020, e-commerce market value: almost 12 billion USD, equal to 2.5 % of GDP with around 53%
of population shopping online).

()

. INTRODUCTION

1.2 Research Abstract:
= Objective: clarify impacts of e-commerce on upgrading in apparel value chain, thus give practical
implications for Vietnamese apparel firms.
= Research method: qualitative method and case study analysis.
= Research data:
v’ Secondary data: to present the facts of Vietnam’s textile and garment industry & the position of
Vietnamese apparel value chain and e-commerce adoption status
v Primary data: collected via direct interviews with the Vietnamese case study to highlight the
impacts of e-commerce on upgrading.
= Findings: e-commerce facilitates apparel firms with functional upgrading and end market
upgrading
= Outline:
v’ First, summarize the growth and adoption of e-commerce in Vietnam.
v Second, focus on hostically analysing the impacts of e-commerce on the apparel value chain,
especially industial upgrading.
v’ Third, analyze case studies and draw practical implications for Vietnamese apparel firms.
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2. LITERATURE REVIEW AND ANALYTICAL FRAMEWORK

2.1 The value chain:

Terms: “Value system” (Porter, 1985), “Value stream” by (Womack & Jones, 1996), “global commodity

chains” (Gary Gerefti & Korzeniewicz, 1994).

Global value chain (GVC) framework: examines how a given industry is organized through the analysis of

the structure and dynamics of various factors related to global transactions, especially the focus on nature and

content of the linkages that span international borders (Gary Gerefti, 2010; Gibbon, Bair, & Ponte, 2008).

Four dimensions of GVC analysis: geographic scope, governance, upgrading and local institutional context

(G Gereffi & Fernandez-Stark, 2016).

The governance structure: how the value chain is controlled by the firm and more specifically how the power

relationships determine the allocation and flow of financial and human resources in a chain (Gary Gereffi,

1999).

= In the apparel industry:

v Lead firms are able to collect and process information, thus stay at a strong bargaining position (Coe, Hess,
Yeung, Dicken, & Henderson, 2004; Gary Gereffi, 1997).

v Suppliers upgrade within production, but face discouragement and even obstacles: design, marketing
activities, branding and retailing (Bair & Gereffi, 2001; Tokatli, 2007). @

2. LITERRTURE REVIEW AND ANALYTICAL FRAMEWORK

2.2 Upgrading in the apparel value chain

Upgrading type in apparel value chain
Source: Frederick & Gereffi, 2011

Upgrading type

Product upgrading Shift to more sosphiticated products with higher unit prices: Basic =>
Functional (R&D).
Process upgrading Reduce cost, increase efficiency by reorganizing the manufacturing system

or investing in new machinary or logistics technology.

Functional upgrading Apparel manufacturers increase the range of functions and have
responsibility for higher value activities; a switch from manufacturer to
service provider may occur: CMT => OEM => ODM => OBM.

End market upgrading Diversifying to new buyers or new geographic or product market.

Chain upgrading Diversifying to other industries.




2. LITERATURE REVIEW AND ANALYTICAL FRAMEWORK

2.3 E-commerce in the apprel value chain:

= E-commerce is not limited to buying and selling online, but includes all pre-
sales and after-sales activities (Slavko, 2016).

= In the era of e-commerce, the relationship between GVC lead firms possibly
changes (Li, Frederick, & Gereffi, 2019).

= Internet-engaged consumers and platform companies exist, impacting on the
nature of traditional producer and buyer in the GVC framework (Rehnberg &
Ponte, 2018).

= In the “two-sided market” created by internet-based platform companies:
Consumers are the demand side while e-commerce-focused apparel firms are
the supply side of the new market (Parker & Van Alstyne, 2018).

€

2. LITERATURE REVIEW AND ANALYTICAL FRAMEWORK

2.3 E-commerce in the apprel value chain

Digital and analytics can transform domains in every part of
Van Alstyne, 2018): . Source: Gonzalo, Harreis, Altable, and Villepelet (2020)
(1) The displacement of traditional place-based
. N e
(2) Internet-based platform companies create two-
sided markets linking consumers directly with : .
- Three impacts of e-commerce on apparel aexperience (front) distribution (middie) i support functions (back)
industry (Li et al., 2019): : Sl .
and individuals to sell online.
(2) Specialised online retail sites sell certain
(3) Online-to-offline e-commerce (020) using
online channels to increase and then drive

= Governance in the e-commerce era (Parker & the apparel value chain

retailers by online sales.

a wide range of decentralised producers. Customer Supply chainand Product development and
(1) Online marketplace allows small businesses

category items.

consumers into offline stores.




3. VIETNAMESE APPAREL VALUE CHAIN AND E-COMMERCE STATUS

3.1 Vietnam’s garment and textile industry:
v Import-intensive as a result of heavy dependence on the foreign source of inputs and uncompetitive,

particularly in terms of quality (Goto, 2012). gy /5615 5016 2017 20ls 2019 2020
1 EU EU EU EU EU EU
2 Us Us Us us US Us
China China China China VN VN
Top 10 countries importing textile fibers 1 v~ VN VN VN China China
Source: WTO, 2021 S Bangladesh Japan Bangladesh Bangladesh Bangladesh Japan
§ Hongkong Hongkong  Japan TJapan Japan UK
7 Japan Bangladesh Hongkong Hongkong UK Bangladesh
8 Mexico Mexico Turkey Indonesia _Indonesia__ Canada
9 Turkey Turkey Mexico Mexico Hongkong  Korca
10 Indonesia  Indonesia _ Indonesia  Tuikey Mexico Indonesia

v Production on a contractual CMT (cut, make and trim) basis with input provision from international
buyers, which means a high degree of labor and low skill intensity (Goto, Natsuda, & Thoburn, 2011;
Nadvi et al., 2004).

v Functions of high added-value conducted by international lead firms: procurement of input materials,
designing, branding and marketing.

3. VIETNAMESE APPAREL VALUE CHAIN AND E-COMMERCE STATUS

3.2 Vietnam’s e-commerce:

v E-commerce has empowered end customers with more impacts over firm activities and has not only
assisted large manufacturers but also SMEs (Li et al., 2019).

v E-commerce in Vietnam is expanding more rapidly than across the world. (In 2020, Vietnam'’s ecommerce
market value: around 12 billion USD, equal to 2,5% of GDP (World Bank, 2021)

Growth in world and Vietnam e-commerce sales (%) and growth in Vietnam’s GDP (%)

30

Percent

2015 2020 2025

Vietnam e-commerce sales — Actual s=== Target

Vietnam GDP: —

Actual e=== Forecast
e s e Foreesst Source: (World Bank, 2021) @




3. VIETNAMESE APPAREL VALUE CHAIN AND E-COMMERCE STATUS

3.2 Vietnam’s e-commerce:
Vietnamese B2C E-commerce Revenue 2016-2020

(bil. USD) Uptake of digital platforms is still mainly focused on
[ | 2016 | 2017 [ 2018 | 2019 | 2020 | simpler business functions
The estimated number 32,7 33,6 39,9 44,8 49,3
of online customers (mil. Y

The estimated shopping 170 186 202 225 240

2

value per an online

8

customer (USD w0
The ratio of B2C e- 3% 3,6% 4,2% 4,9% 5,5%
commerce revenue over
the total nationawide
revenue of goods and I I I
L
Salea

service retail sales. 0

. . Busness Proouction Fabrication Supply chaim Marketing Payment Services
The ratio of internet 54,2% 588,1% 60% 66% T70% administrstion  planning management mathods delivery
users mSmall ®Medium M Large

Source: The White Book on Vietnamese E-commerce, 2021 Source: World Bank, 2021
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4. DISCUSSION

4.1 Functional upgrading via e-commerce

= Given functional upgrading, small businesses face up to more obstacles to upgrading than larger ones
because lead firms control intagible service activities of high added value: product development, design,
marketing, brading and management (Frederick & Staritz, 2012).

=  E-commerce changes the traditional Stage of functional upgrading in the apparel value chain
marketing and logistics model of apparel Source: Frederick 2010
industry in the digital era (Wei & Zhou, /)
R&D | Services
2011). = S
= E-commerce enables apparel firms (Bruce & § ( 7%‘?,,2‘7 3 b
Daly, 2010): i N7 Zonums: L onuros
Purchating Distribution

v Reduce the costs of purchasing
v Manage supplier relationships efficiently

v Streamline logistics and inventory 1. Firms in developing countries erter the value chain into e Assembly or Cut Make Trim (CMT)
o produdtion segment,
v Plan productlon . . 2. By developing the necessary In sourcing and direct distribution 1o retail outlets, firms
v’ Reach customers in a more effective way and countries are cble to upgrade to become full pack ot Original Equip tacturer
(OEM) suppliers.
3. By perf ng design fi , the full package wpplieor upgrades into stage 3. These suppliers
carry cut all steps involved in the production of o finished gament, including design, fabric
purchasing, cutting, sewing, kaging, and dstrib
4. By incorporating branding of products, in addition to or in lieu of design ond monufaciuring, firms Q

~ Lw/

entar the Original Brand Manutacturer (OBM) stage of the value chain. In developing countries,
firms typically enter this sage with brand devel for products sold on their d or
neighboring country markets.




4. DISCUSSION

4.1 Functional upgrading via e-commerce

Case study analysis:

“*Case 1: Handu Company, China
— In 2006: set up as a small store on Taobao with around 40 employees, bridging the Korean
apparel supplier and Chinese customers.

— In 2008: first achievement by creating the first brand called Hstyle while conducting R&D
and design, but outsourcing production

» Successful switch as a result of its experience gained via online retail platform.
— In 2014: accelerated over well-known global brands-Uniqglo and Only in its domestic market.
— The second upgrading: manufactured by itself for quality assurance.

> Roles of e-commerce (Li et al., 2019):
v' Enable the product teams to respond with the demand more quickly and cut various costs.
v" Enable more direct interactions with consumers, linked to platform companies.

4. DISCUSSION

4.1 Functional upgrading via e-commerce

Case study analysis:
“Case 1: Handu Company, China

Handu’s functional upgrading via e-commerce
Source: Li et al. (2019)

Value adding activities

Korcan Korean Handu- Korean Handu
Brand suniacteres vishe Brand online wtore Sconum e
Before
Feedback from real time Rankings/Reviews
affects design
PN : Brand 1
*u® Handuyishe Outsource/ Handu Online
LA ] Product Handu (distribution Brand 2 tor Consumers
eu® Team (factory) center)
@ Brand 3
Product teams
Product teams review Present

feedback and adjust
design and production




4. DISCUSSION

4.1 Functional upgrading via e-commerce

Case study analysis:

< Case 2: A leading apparel manufacturer, Vietnam

— In 2014: set up but has experienced radical changes in upgrading and has become one of the fastest runners in
the Vietnamese garment and textile industry.

— Joint venture with a Japanese lead firm (34% owned by the Japanese lead firm) to conduct CMT-based
production at the beginning.

— Currently producing under CMT, FOB and ODM contracts at the same time, especially ODM contracts for
domestic market and OBM for its own brand.

— Growth path:

First: upgraded its function successfully from CMT to ODM with the techinical support from the Japanese lead
firm.

Second: developed dual online and offline sales channels at the same time and has been able to produce its own
brand products.

> Roles of e-commerce:

v Help to collect end customers’ feedback and reviews more quickly and then allow the firm to redesign its
own products to meet the market demand.

v Conducting digital marketing campaigns facilitates to brand its own products easily at a lower cost.

€

4. DISCUSSION

4.2 End market upgrading via e-commerce

= End market upgrading here is diversifying to new buyers or new geographic or
product market (Frederick & Gereffi, 2011).
= E-commerce provides an alternative sales channel to reach new customers at a lower
cost (Li et al., 2019).
= The case in China:
— Internet helps SMEs to enter the market easily while provideing a boost to leading
brands in China by giving them greater market reach (Bain & Company, 2015).
— Top Chinese brands are connecting online stores with physical ones to promote
buyer engagement, in particular O20 methods to increase sales (Li et al., 2019).
= The case in Vietnam:
— Shows the same results of end market upgrading with the help of e-commerce.
— Diversified the end market by entering the domestic market instead of catering the
Japanese market only.
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5. CONCLUSION

= E-commerce clearly shows its role as a powerful new force in the global economy in this digital era.
= Many models of e-commerce, varying depending on the relations between participants in trade such as
B2B, B2C, B2E, C2C, C2B (Slavko, 2016).
= The Covid-19 pandemic has elevated digital channels as a must-have for apparel firms, as e-commerce
plays as traffic and engagement generation engine to digital and leverage digital channels to drive store
traffic and vice versa (Gonzalo et al., 2020).
= E-commerce facilitates apparel firms to upgrade functionally, which matches the finding of Li et al. (2019).
v Online platforms provide a valuable source of information, feedback and reviews of customers and thus
manufacturers can adjust their products to meet the market demand (Jinfu & Aixiang, 2009).
v' E-marketing is another benefit.
= On the other hand, e-commerce also enables firms to upgrade their end markets by finding new customers
(Li et al., 2019) by creating new markets and economic activities characterized by rapid information
processes and market dynamics, providing the infrastructure for collecting and disseminating information,

serving as a new channel for the sales, promotion of products and services delivery (Slavko, 2016).

()

5. PRACTICAL IMPLICATIONS

= E-commerce radically changes the governance structure and gives rise to various business models (Li
et al., 2019), enabling Vietnamese garment and textile industry - one of the long-lasting sectors, labor-
intensity and high dependence on lead firms — to upgrade themselves.

= Also, more popular use of online platforms to buy garment and textile products by customers is a big
chance for apparel firms.

= Functional upgrading:

v Online platforms, along with analytical tools, facilitate firms to manage information: customers’
feedback and reviews, thus enable firms to develop product and marketing strategies successfully.

v Apparel firms not only can reduce the cost for a given level of performance along a customer need for
a higher level of performance at a given cost (Jinfu & Aixiang, 2009).

= End market upgrading:

v Online shops serve as showrooms to display products visually instead of physical stores.

v Instead of participating in fairs or promotion events at a big expense, apparel firms can digitize all
promotion processes via e-commercial tools facilitating firms to reach new markets and new
customers in a cost-effective way
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1. Introduction

Economic-Social Development Strategy 2021-2025
va 2021-2045 (Vietnam Government, 2021).

Fast and Steady state in Neo-classical growth model

Sustainable (Solow, 1956; Swan, 1956).

Development

Sustainable Development Goals (United Nations)
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1. Introduction (cont.)

Figure 1
;I-hhels pa pfearst ConSIdaenré ;)nr:easkt-r::::, Break-even investment, (& + n + g)k
investment
sustainable

development as an
economic state.

Investment, sf(k)

Figure 1 implies that the
GDP per person grows
with technology progress

rate (g) (SOIOW, 1956) P sy — k* Capital per effective worker, k
state

Source: Macroeconomics, 8t Edition, Gregory Mankiw, page 238.
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2. Analysis Framework

i. Theory

ii. Data

iii. Model
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Sustainable Development.

The economics of exautible resource (Hotelling, 1931): the priace of exaustible resource needs
to grow with a rate being equal to the interest rate, with effective exploitation and perfect
competitive market. This rule is based on the sustitutability of natural and human-made physical

capital.
This line of research generates the concept of the weak sustainability

The ecology expands the Hotelling rule (1931) to account for the unsustitutability of natural and

human-made physical capital (Daly, 1990).

This line of research generates the concept of the strong sustainability
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2.i. Theory (cont.)

Weak sustainability Strong sustainability
Based in Brundtiand 1987. Giddings 2002.
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2.i. Theory (cont.)

Fast Development:

» Economic development includes the economic growth and ensured income

equality (Asian Development Bank report, 2008).

* Fast development includes a high economic growth rate and improved or at

least stable income inquality.

« Within this paper, the fast development is understood as a higher economic
growth rate than the turning point of Kuznet curve (Kuznets, 1955; Piketty,
2006).
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2.i. Theory (cont.)

Within this
paper, the fast
and sustainable
development is
the combination
of  sustainable
development

with each
incremental 1%
of economic

growth rate.

25/11/2021

Higher
Growth Rate
than Kuznets
Turning Point

Fast and
Sutainable
Development

Sustainable
Development
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Criteria

Fast Development

Point of Kuznets Curve)

25/11/2021

Table 1: Fast and Sustainable Development Concepts

(Higher Growth Rate than Turning

2.i. Theory (cont.)

Weak Sustainability
Strong Sustainability

(Positive Genuine
(Biocapacity Reserve)

Savings)
Fast and Weak Fast and Strong
Sustainable Sustainable
Development Development
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The cross-section data includes 172 economies, each is averaged over 1990-2019.

« Economic growth rate (aGDPgrowth) is measured by the growth rate of GDP per person on
constant 2011 national prices, from Penn World Table 9.1 (Groningen University, 2020).

« Income inequality is measured by the Gini index (Gini), from the World Bank's dataset of
World Development Indicators.

« Sustainable development includes 2 indicators: (i) Genuine savings per GDP on % (GenSav),
which captures the environmental datamage caused by economic activities; (ii) Biocapacity
Index (BioCap), which compares the ability of nature to meet the demand by human:
biocapacity reserves for positive index and biocapacity deficit for negative index.

25/11/2021 2021 CIECI Conference 11

= For the fast development, we carry out the following regression equation to access the income
distribution along with the economic growth process:

aGini/ = a + BTt aGDPgrowth) + BETOWthZ (aGDPgrowth/)? +u’ (1)

= The significant estimated coefficients (3670wt | gGToWth.2 y if any would prove the existence
of the Kuznets curve.

“*Kuznets (1955) suggests that when the economic growth rate is low, an increase of
economic growth rate is associated with more income inequality. But when the economic
growth rate is high, an increase of economic growth rate is associated with less income
inequality.

% As an implication, when an economy has a higher economic growth rate than the turning
point, an increase of economic growth is associated with less income inequality.

“*Then, we can choose the turning point of the Kuznets curve to set up a threshold so that an
economy achieves a fast development if its economic growth is higher the threshold.
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. Model (cont.)

= Each variable proxy for sustainable development, Y/ = (GenSav’, BioCap’), is regressed on
the economic growth rate (denoted by aGDPgrowth/), by the following empirical model:

Y/ = a + BOTOWHRY aGDPgrowth’ +u/ (2)
whereby the error term (u’) captures the impact of unknown variables.

* Base on this coefficients, we compute the difference between the realized and optimal values,
in which the optimal value is the predicted value by the empirical model.

+*For an economy, when the residual of genuine savings per GDP is positive, that economy has
attained a better performance of weak sustainability than the prediction by the empirical
model. This implies that there is still available space for this economy to raises both
economic growth and genuine savings, leading to an improvement of fast and weak
sustainable development.

*»For an economy, when the residual of biocapacity is positive, that economy has achieved a
greater performance than the prediction by the empirical model. This implies that there is
still available space for this economy to raises both economic growth and biocapacity
reserve, leading to an improvement of fast and strong sustainable development state.

25/11/2021 2021 CIECI Conference 13

3. Empirical Evidence

Table 3: Cross-Section Regression Results of Income Distribution (aGini), Genuine Savings per GDP
(aGenSav) and Biocapacity Reserve(+)/Deficit(-) (aBioCap) on Economic Growth Rate
(M @ A3)
VARIABLES aGini aGenSav aBioCap
Economic Growth Rate 3.051** 1.524%%* 0.307*%*
(aGDPgrowth) (1.188) (0.508) (0.101)
Squared Value of aGDPgrowth -0.356%*
(aGDPgrowth2) (0.144)
Constant 34.18%** 3.463* -1.565%**
(2.247) (1.925) (0.389)
Observations 149 153 146
R-squared 0.043 0.056 0.060
Notes: Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1
25/11/2021 2021 CIECI Conference 14




3. Empirical Evidence (cont.)

Table 4: Panel-Data Regression Results of Genuine Savings per GDP (aGenSav) and
Biocapacity Reserve(+)/Deficit(-) (aBioCap) on Economic Growth Rate
(1 2

VARIABLES GenSav BioCap
Economic Growth Rate 0.271%** 0.0163***
(GDPgrowth) (0.0329) (0.00419)
Constant 7.490%** 4.212%**

(0.172) (0.0295)
Observations 3,331 6,645
R-squared 0.021 0.002
Number of Countries 158 179
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3. Empirical Evidence (cont.)

Figure 1: Kuznets Curve

o
Economic Growth Rate (2%6)

* The Average Gini Index — Fitted Values
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3. Empirical Evidence (cont.)

Figure 2: Fast and Weak Sustainable Development
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3. Empirical Evidence (cont.)

Table 5: Case Study in Fast and Sustainable Development Space

Biocapacity Iesidmal

Economic Income Genuine
Country Reserve (+)

Growth Inequality Savings Income  Genuine

/ Deficit (-) ) Biocapacity
Inequality ~ Savings

United
2.28 40.47 6.35 -5.48 1.17 -0.59 -4.62

States
China 9.11 39.72 24.67 -0.92 7.27 7.31 -2.15
Vietnam 6.66 36.09 14.42 -0.05 -2.62 0.79 -0.53
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4. Conclusion

» The paper analyzes the fast and sustainable development space by an
integrated approach, which combines the economic growth and sustainable
development literature.

» The research method employs a quantitative method which examines an
empirical evidence in the whole world economy by one cross-section data
sample of 172 economies over the 1990-2019 period.

* The results suggest that an economy can first attain the objective of fast and
weak sustainable development, then, the fast and strong sustainable
development.
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MOTIVATION

e Tropical forests play an important role in combating climate
change and preserving biological diversity

e National policies are not typically enough to curtail
deforestation

@ United Nations Programme on Reducing Emissions from
Deforestation and Forest Degradation (UN-REDD) is a key
global initiative to tackle climate change

e UN-REDD works with developing country Sl
partners to implement REDD+ activities 5w
that provide incentives to protect forest
for positive environmental outcomes
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OUR PAPER

e Evaluate the impact of UN-REDD on reducing deforestation
and associated emissions

e Employ a novel econometric technique: staggered
differences-in-differences

o Allows quantification over time
o Enables identification of causal effects in presence of
confounding factors

e Use spatially accurate and consistent satellite panel data on
deforestation for 102 developing countries

Motivation UN-REDD Data Analysis Conclusion
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DEFORESTATION

@ Deforestation is estimated to contribute to 20% of global
emissions that lead to climate change

e Tropical deforestation and degradation accounts for 11% of
these, more than global transport

Annual Deforestation (2001-2018)
(# countries) (million ha) (%)
World (150) 19.7 0.5
Developing (102) 10.7 0.5
Africa (46) 2.3 0.4
Asia-Pacific (34) 3.4 0.6
L.Am & Carib (22) 5.1 0.5
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UN-REDD PROGRAMME

e UN-REDD launched in 2008, 65 countries have
adopted since

@ Goal to enhance carbon stocks in tropical forests
while contributing to sustainable development

o Establish reference levels
e Develop monitoring systems
e Promote adoption of national strategies

e Participating countries receive:

e Results-based payments
o Technical assistance, capacity building, & policy
advice

Motivation UN-REDD Data Analysis Conclusion
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DATA

@ Deforestation: national tree cover loss, 30% canopy cover,
100,000 ha/year, Global Forest Watch

@ Emissions: CO, from above ground biomass loss 30% canopy
cover, 100,000 ha/year, Global Forest Watch

@ Covariates: GDP growth, Popn growth, Trade openness, Ag
exports, Rural pop, Ag employment, Ag land, Arable land,
World Development Indicators

@ 102 developing countries, 2001-2018

e 62 countries adopted REDD since 2008
e 40 countries did not ever adopt
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DEFORESTATION & ASSOCIATED EMISSIONS
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EMPIRICAL SPECIFICATION

Yit = (REDD; x POST;) B+ Xy + > i + >, me
+ > Country; x Time; + €j
o Estimate causal impact of UN-REDD on deforestation and
associated emissions (Yj;)

e Staggered DID (Athey & Imbens, 2018) allows for different
adoption dates and to determine differing impacts over time

e [ is our key coefficient of interest that captures effect of
adoption in each of five two-year periods
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Motivation

@ Impacts occur 9-10 years after adoption: 113,800 §
ha less deforestation, 42 mt less emissions

e Staggered DID approach valuable for identifying

changes over longer periods

@ Incorporating country-specific trends appears

crucial in identification

e First two-years reduction of 15,600 ha,
substantial compared to 90,300 ha annual loss

pre-programme

o Biggest impacts in Latin America & Caribbean

and Upper-middle income group

(b) Emissions

Analysis Conclusion

(e]e]ele] )




Motivation UN-REDD Data Analysis Conclusion
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CONCLUSION

e Evaluating the impact of UN-REDD is important for
understanding the effectiveness of global climate policy
implementation

@ Our novel econometric approach shows that UN-REDD has
been successful at curbing deforestation and associated
emissions in developing countries

o Positive effects take time to manifest: strongest effects are felt
0-10 years post-adoption

o Heterogeneous policy effects are observed across regions and
income levels

@ Successful future policy is likely to be aided by accounting for
such time horizons and country heterogeneity

Motivation UN-REDD Data Analysis Conclusion
(e]e) (e]e] 00000

THANK YOU
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China's water footprint in
2017 ., %

Blue

28% Wastewater

Solid waste
discharge

7

NSNS
NN

Indicators

Environmental

indicators

Greenhouse gases

Emissions

Fine particles

Indicator
GDP
industrial exports
industrial production
agricultural production
crop production
livestock production
coal consumption

chemical fertilizer consumption
ecological footprint

PM 2.5

nitrogen oxide emissions NOx

greenhouse gas emissions

carbon dioxide emissions CO,
volume of wastewater discharged
solid waste pollution

methane emissions

environmental safety in China

trillion USD
million USD

trillion USD

100 million yuan

100 million yuan

100 million yuan

million tons of oil equivalent

10000 tons

global hectares

mkg/m?

thousand metric tons of CO,
equivalent

kilotons of CO2 equivalent

million tons CO,

million tons

million tons

kilotons of CO2 equivalent




Correlation matrix of indicators of econo

environment

Industrial Industrial |Chemical fertilizer|

exports

Agricultural

. Crop production |Coal consumption
production

production [ consumptionn

Ecological
footprint

Nitrogen oxide
emissions NOx

Greenhouse
gas emissions
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emissions CO2
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emissions 5
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——carbon dioxide emissions CO2, million tons CO2

——coal consumption, million tons of oil equivalent




The results of evaluating the true causa
criterion

Growth rates of investments in Growth rates of economic
environmental protection development

China has ineffective environmental policies

The results of assessing the relationship ot exports and investment in
combating environmental pollution in 1997-2017.

EXP = CAI + CAG + DSI + C

Investing in air pollution VR4 TVXI(] 0,000 Strong
control

Investment in  water [UGCYAIRRRIXI0) 0,001 Moderate
pollution control

Investment in industrial ORI IROX0[0}] 0,008 Moderate
solid waste control

Investing in air pollution control can maintain positive export performance while
implementing rational government policies for environmental safety
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VENTURE CAPITAL

Venture Capital Plays a Vital Role in a Startup’s Growth

Company e " ;
Development Idea/Start up rowth Maturity
Investment Seed. Anie)
Stages PESSO 0

Concept, Product

Operational,
business deveiopment roflout
planning

fim
Cash flow

Sources of funding: VCs, angel investors, incubators, accelerators, strategic investors (corporate groups),
growth equity investors, private equity firms, debt investors




Global venture capital value from 2011 to 2020
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Global venture capital deals from 2011 to 2020
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Number of deals and venture capital value in Asia

from 2007 to 2017

6000 W g

£

o S .93
s W W og
< 300 . ;g
2000 2 E
1,000 §=

0 v

007 08 008 200 NN 002 M3 M4 W5 06 207 g

W China ¥ Southeast Asia Northeast Asia ¥ South Asia

Source: Preqin Pro

Southeast Asia venture capital value

from 2010 to 2019

10,
i " Singapore Indonesia wo= Southeast Asia

(s Jo suor[iun onje A

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Vertex Holdings




POLICIES TO PROMOLWNI—
OF DEVELO RIES
= Governments have different method to encourage venture
capital development:
= Britain uses tax incentives.
= Sweden encourages taxes for early stage
investments.
= Belgium uses tax incentives and guarantees the loss
of venture capitalists.
= Germany uses a guarantee and investment
cooperation tool, in which the state will supplement
the needing capital in the early stages of a startup
with venture capitalists.

POLICIES TO PROMOTE VENTU
OF DEVELO RIES

= France offers tax incentives for investment funds
that invest a lot of capital in the early stages of high-
tech enterprises.

= The Netherlands provides credit support with
preferential interest rates for investors and
investment guarantees.

= Japan uses tax incentives.

= In China, the Chinese Government directly invested
capital as a primer for private investors to safely
conduct venture capital, establishing a venture
capital corporation dedicated to technology
development in 1985.




POLICIES TO PROMOTE VENTURE INVESTMENT
OF DEVELOPED COUNTRIES

= Governments of countries develop legal frameworks for

venture capital funds:

= In the US: the Small Business Investment Act.

= In China, the Chinese Government initiated the
formulation of a long-term strategy for the
development of the venture capital industry, issued
guiding policy documents, and provided a legal
framework for venture capital activities,...

= In lIsrael, state-owned venture capital fund was
established to directly invest in startup (1993),...

POLICIES TO PROMOTE VENTURE INVESTMENT
OF DEVELOPED COUNTRIES

= |n addition, the governments have an indirect impact on
venture investment through creating a competitive
business environment based on technology level,
effectively enforcing regulations on rights to protect
intellectual property rights, promulgating policies to
encourage the development of new technologies and
entrepreneurship.




VENTURE CAPITAL IN VIETNAM
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Number of venture capital funds operating in Vietnam from 1991 to 2020
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VENTURE CAPITAL IN VIETNAM
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VENTURE CAPITAL IN VIETNAM

= Before 2016, the legal regulations related to venture
investment activities in Vietnam were scattered in
different legal documents.

= 2016: Project "Initiative for Startup Ecosystem in
Vietham* (844), 2018: Decree No. 38/2018/ND-CP
guiding investment for innovative small and medium
enterprises.

= Although there are many foreign venture capital
funds operating in Vietnam, none of them have
established a legal entity in Vietham but only opened
a representative office in Vietnam.

VENTURE CAPITAL IN VIETNAM

®= The number of venture capital funds established by
Viethamese legal entity is small, but diverse, from
private funds, close ended fund, open ended fund,
mutual fund.

= Vietnam's legal policy for startups is still in the
process of being completed.




PROPOSING POLICIES TO PROMOTE VENTURE
CAPITAL ACTIVITIES IN VIETNAM

= |ssue specific regulations guiding venture capital
investment activities.

= Implementing tax incentives for venture capital
investment activities to encourage investment

= Encourage the establishment of more domestic
venture capital funds.

= The form of state investment in venture funds
through representation by a state agency.

® Encourage the establishment of Associations/
Associations of venture capital investors.

Thank You |
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1. Introduction

Economic growth towards

sustainable development
requires technical innovation

Startups have a great
contribution!

Angel investment supports
startups.

introduction

Vietnam is expected to become an innovation-led and socio-
environmental sustainable economy

.. with startups and angel investment playing vital roles.

uondnpo.ul

Facing difficulties to
attract angel capitals

Being a potential
destination




Overview

of startups and
Business Angels

(BAS)

2.1 Definition

Startup?

e Young

e Small

e [nnovative

e Scalable (expected)

"'startups are enterprises
being in their early stages of
establishment and operating
in highly innovative and
creative business industries”
(According to Phan Hoang Lan, one of the main authors of

the Government's Decision No. 844/QD-TTg approving the
Project to support the innovative startup ecosystem)

uonuyep




definition

Business
Angel?

e Wealthy individuals
e Invest not only money
e Care about profit & non-profit

e Do not have close
relationship with the owners.

Why called “Angel"'?

e Accept the high risk

e Provide not only money
but also knowledge,
experience, relationship

uonuyep

2.2 The role of BAs

- )

increase the
supply of
financial
capital

./

- )

increase the
ability to
attract
finance the
enterprises

-/

- )

improve the

quality of the
business
through

value-added
activities

./

- )

improve the
startup
ecosystems

./

svdjo 3jol ayy




2.3 Startup-related factors attracting BAs

The passion of the business owner

awn
Q ~
The trustworthiness of the business owner ‘o.l g
a5
22
T2
o Q
a0
The quality of the management team g‘ o
@
[
>
(7]
The rationality of the exit strategy
9
9
Startup-related factors attracting BAs
What th for failure?
atare the reasons 1or ralure:
Owners are not willing to share a controlling stake
. . . aun
Startup cannot provides the information needed g a8
”~ =
SE
v g
Q|
Startups do not understand the angel investors %
52
@
o
>
(]
Startup do not guarantee for long-term return
10

10




Startup-related factors
to attract angel

investment in Vietham

from the perspective of some

interviewed business angels

11

Business angels in Vietnam

Foreign investors; 3;
20%

12; 80%

W Vietnamese investors B Foreign investors

3.1 Profile of the interviewed BAs

Vietnamese investors;

Business angels in Vietnam categorized by gender

Female; 2; 13%

Male; 13;87%
®Male ®Female

Business angels in Vietnam categorized by academic level

College degree; 1; 7%

Bacholar degree; 5; 33%

Master degree; 9; 60%

® Master degrea W Bachelar degree W College degrea

syd pamalniajul 9y} jo ajiyoad
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Profile of the interviewed BAs

What are in common?

Experience

In training, business
and technology
applications

Number of
deals

5-10 deals/investor

What are different?

Geographical
area

VN investors: VN only

Foreign investors: other
ASEAN countries

Investment
field
Diverse, based on

e Area of
expertise

e The market
needs

Investment
value

Not fixed:

e 200 million VND
on average

e Differ by case

syg pamainiajul ays jo ajyyoad
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3.2 Goals and strategies of BAS

.. are quite similar

svd jo sa1bajn.is pup s|poo
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Goals and Strategies of BAs

are quite different

With other fields,

With expertise field,
) e Small and medium-sized
e Larger projects, larger .
. projects
investment
Based on area Hih trol e Clear commitment to
i . igher contro
of expertise 9 ensure the interests

e e Some BAs cooperate with others on an investment project

Based on risk e Some BAs requires startups to have headquarter in Singapore
reduction

Goals and Strategies of BAs

Supporting role: ) )
e Orienting Controlling role:
Based on BAs’ e Consulting e Taking financial control
role e Networking e Taking legal control
e Helping raise next-round funding J J

e 20-30% 60-70%

Basefj on BAs e Ordinary shareholders Main shareholders
capital hold L ) )

6 : .

e Calculated according to the value of the Startup
Based on exit

strategy

svd jo sa1bain.is pup s|poo
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3.2 Startup-related factors attracting BAs

Financial &

Business investment a2
Model plan sz
L]
Q|
=3
8 a
28
3
e Passionate, ambitious & e Clear business model e Reasonable capital call ‘:
. >
trustworthy founder e Potential market number o
e Honest team e Potential product/idea e Transparent financial plan

Profitable (prefered!) Commitments & KPls

e Good sales & presentation

skill members Exit strategy

17

3.3 Advantages and disadvantages
of Vietham startups in attracting angel capital

Advantages Disadvantages

Vietnamese entrepreneurs Lacking knowledge about BAs

e Highly skilled and well-trained Overvaluing the startup

e Ambitious

Overestimating the ideas

Lacking experience and

Employees knowledge

e Good technical background

sabpjupApDpSIp
3 sabpjubApD

Lacking broader market strategy
e Hard-working

e Good attitude

e Good teamworking skills May lead to failure
18

Weak courage and endurance

18



—— advantages & disadvantages

How about BAs?

e Still follow the trends and the old route

e Lack a network for angel investors

sabojupApDpsIp
3 sabpjupApD

19
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4. Conclusion

To solve the current weaknesses, Vietham Startups should:

e Properly value themselves
e Think globally
e Find real mentors

e Cooperate and connect
To attract more BAs, Vietnam Startups should:

e Show a promising business model and growth potential
e Have the right leader and team

e Invest time to prepare the profile and presentation

20
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