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The Financial Services Sector has seen Robust Growth over the Past Decade

2000 - 2009 historical GDP growth rate by sector
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Palm oll & related products

Agriculfure

Automotive & assembly

Real estate
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Electrical & electronics
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. Hong Leong MSIG Takaful
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3. ACR Re Takaful SEA Berhad
4. Swiss Re

REe5d 4
(International Takaful Operator)
1. AIA Takaful International Berhad

74 &R Malyasia International Financial Centre (MIFC) » ##= 3 A 12 o
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3 BRI AT AR FS AR I 6 % e 0 U T < i P o
B EEM - HazB AR > BAREmREEES
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HHEE (ETF) - FHEREETLEFEE T H
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TTRERE — 1B T Rd 25 ~ 2005 FE 3T 2 BKEE —
A& G 17 B8 1 52 FH 1 @) HR #1827 DA K 2006
FERTEEHERFIEERNVIERS  #E2F
BRI ESR - HARED S EERER S

( Bursa Malaysia Stock Market) _| i B9 3 1 5 (&

ZFUEME - 1E 2010 FEEF 277 ([EF7T 0 HAIRIK
B =408k o HBL AT R o B 2 P o Y O ST T < i 2
EESL B R - AE R ERE T & RAS 2 iy B
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BB %5 A R R 3K g B B < R R T 31 R AR AR
(l-advise) BV PV EEH T LF - It
Sh > BEINY 2013 AR R — e E
TR RUAR - OAFR B IEE AR 5 B
EREFE O TR E APRABE A Y S D
il o 5% S 5% g B T R 0 U G I BB A s HE B £
= O T B < R Y 2 B R BT BA IR I - Dl i &
Al SER E R R0

HfE 4 o73%3R > 2 2012 5 1k B 2K PG sa fr
FTHPHMESSEHC S 2RPHEEZE
BHHY 64% > TGS ARME S - HERKE Y
TR TSR RAIA HE R RZER - IR
Z B2 (Bloomberg) ¥&aH A E FEH M E
BHEDR > THETZE 2015 -2 Bk Ml v 3 OF S Bl
B 2% Z 7K BI AT Z 2] 4,000 {E3570 > MAERKE
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g B 2T BT R Y - L AR
f % ik ( RM 154 FA#EFEG
( Dow Jones billion) - % o
Citigroup

Sukuk

Index ) -

FEIIEE - e BFF 2T - X oF (T
AT A B E;i*f‘ EATR A f XA
ARF R REAESRT £ & R g
R EAr Bl d o 7

WamaTd o ByET % B
= (INCEIF)« &= 84 & b i
s e

2012 2013

CBFFF LR & o B IRFHRHEL o F RT LHLL o MEEFAR o275 - B 23
# Petronas#¥ {7 7 L2459 en g%;&fﬁﬂz}aﬁ KT P P AT & R
15/ % ey BEFFEIRE B SRAE (- (INCEIF) 222 PER S A
Wi oo A#2007 & FI2777 % £ > advisor) M A& BT W4T (BNP et F LB
ERE R LAl 2TREF e B EEIF A& Paribas) Sz B #f ;‘#i;r&mzf*i
Bt 2 e A e WS EZY s REL AL &R

. a ok
1;’:;%%5;1;[ °

FAL KR ¢ AT AT o

( Center for
Islamic Wealth
Management) 12
L A
MY o

W3 SEE R LFEEMFERPER 2 M

oK AITER A2 F) 6,000 35T (4E 5)
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B AL 2 T B O 40T e < R SR A

HATEA T2 B R &
R AR S [
S BT S B 2R Y R A < LS PR R - FRVE &K

N STiER
Fl

CEi

B > 2009 A EE MR A G
e SRAT Rl RE - BEBUF T
VAT

MES HEEEESR

Al o

FRL-

ERh T - BT > 2006 £F o B K B EIGH
THRETRES - RRER T EIKEEA E A&
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T 5% £ 7 F A 1 1 2
17T FHE 2B 75 2 7 S8 ol <
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FAL KR ¢ zawya, Available at:
http://www.zawya.com/ » * 5= 7 32 -
W4 ERAEX2RFED FHehn | FFHR

o BBk - BIEEINSE ~ HAE LN £ R R AT E
2t Pt 5 JE2 £ ST T <z il > B0 B 5% O i R < R
45 2 JEFE R 1

WEIHEA R R E BRI B CHAESR
T~ Bl AN A R S U B S Y R ER
F7 0 FREEATESH - FE o S A 5 R
[ 2R 7y S Sk R H B B K o UL > IREIFRIAR K
SONEHE AN EART N > 8 o] b e B HE
T B S R AT AT 1RV » B m] 278 6 AR e ne {7
Wi R Ay SRR - B S[EEES - B
frfEetis - P SEEEEEFITHEE

300 GAP

? |ussb A

2012 2012 2014 2015 2016 2017+ T\'_\T:\L Est Dem
11 15

74 kR World Islamic Banking Competitiveness
Report 2012/13 (2012), Ernst & Young, The World

Islamic Banking Conference.

Fl5 2o ssren 2015
Ry gRE
RlPE oL DA 5 B 25 90 & H5 A TR BRI R R i 5%

B AR BEREEATS - 55— H > KEH
Al I A58 A 4 B B B g i 5 [ UG % KRR & 1F R
( Economic Cooperation Agreement, ECA) - =
B R PR N EEEMHE S - WA —2 0
58 P B B B e i % B 2 BE R AR AR A SR R PR
BUR BA R A 760 e 3R o B 07 307 B < R S 7 2
EH o R H] B O 40 B < MR AT T B S
Sy S AR BRI - AR 5T e [ 8 fe2 O 40 B SRAT
BB 2 1T M B B G R
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HY 45 O R IR i 4 < P - BN e S B R B LA
BEH ORI RAEER EKERE - BEIER
w4 (International Monetary Fund, IMF) &M
HUR 0 2014 57 7B GDP % AT B & Mk T
MIU/NEE (B8 -~ 5B ~ iy - FH&) &5
GDP » FE IR 2 oo N &L 2% e 7 L 3R B R S il 1 3
b -

BRERBAI S > BRI AN - i o B AE 400K
M~ BIRFTE - ADAFE T EE KMt E &
B 5 B SV D o B R B S AR R
TR B TR AT BE B Ry R AT B & 15
FEEIREBRRAVEZE T - WL - ASCHIE
B3 BRI T B B R A SOR TR AR 1T 0> B AR
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T ST T B R AR RS A TR
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GOoBRRG ORI FEEERERNE
W aTHE SRR S T HE A ES
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LB {E/ELEES GDP A ZEF HHrE K &N
e > HErtft GDP &R ~ HHOER ~ 4t

NCRER SR i |

& FDI #FHEH th#HA fHE S a5 8
B aFE D) - HREBEBEKRZHAEREAAND
B o FRAZKPELE ALI4Y 2,800 # A5k » Z2E -
ENJE ~ JEfE KM oy AT B8 B 4F 6,000 & DA
£ HopgpE ADHIRZER 18 ElE AT S
240 - S HEREMERHZFER A
EQvi] - PNRES b R RN R 2SR N S
CEEE S O PNIMEC Y B - PN PN IR o N
TSR R ELERRITERSEEFRRAVE T
AR > (1S R T B A (R B N 5 E E
MmN TE TSR EREFRES T BELX
B AR I P 7 iy B A (K - (T R ER ) T B P
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A FAE - Hob o B AP ae {E B R AT 1507 1 9
R AR - HATEZS 10,000 S=5THYK
A > FIRG LRI R EE  HIERIEHE A
MNEEHENE > £ GDP lER RS & E
HEES AR OEERTTE > MR EE
TRERERE T =FRAE A ET 10%LL E
KA RN E RIS ST RS2 PSR e e A
Bt EREEHEIEHEREE B E > £
2011 FEBMHEEZHIINE FDI &8 - FH L
Br IMF FEAISR 5 T B4R e R Al B 4740 >
MBAEERTT (ADB) Fr& (2012) 4F 12 ARIE
ffii 5 2012 = 5 1 T Y GDP & R T M L3 &
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21 A7 RiFESMLME R

LI A
& R 3R EER SKeL A3 ER

2011 # 242.3 69.5 94.9 28.9 88.8 524.4
Av (FHEA) 2012 & 244.8 69.9 96.5 29.3 89.7 530.2
2013 & 247.2 70.2 98.1 29.8 90.7 536.0
2011 & 846.83 34565 22475  287.93 123.77 1,828.93
% p GDP # @& 2012 & 881.21  362.68 250.19  303.27 139.28 1,936.63
(Tia%~) 2013 & 949.90  393.68 281.32  326.49 156.64 2,108.03
Wk 11979 4373 27826 ITTL 16504 243631
2011 & 3,495 4972 2,369 9,977 1,394 4,441
L3 GDP (4 ~) 2012 # 3,600 5189 2,593 10,343 1,552 4,655
2013 & 3,843 5604 2,867 10,961 1,728 5,001
2011 & 6.46 0.05 3.72 5.08 5.89 4.24
GDP % £ % (%) 2012 & 6.20 5.36 5.97 5.14 4.98 5.53
2013 & 6.05 3.97 453 4.43 5.23 4.84
. 2011 & 201.47 21912 4822  227.48 96.91  793.20
- .J;jm ; 2012 & 188.75 22732  51.06  227.91 11520  810.24
" 2013 & 198.04 23850 5290  242.72 128.09  860.25
h 2011 # 27.45 1433  -6.37 14.34 34.15 16.78
EHF (%) 2012 -6.31 3.74 5.90 0.19 18.88 4.48
2013 & 4.92 4.92 3.59 6.50 11.18 6.22
2011 & 18.91 9.57 1.26 11.97 7.43 49.14

* % FDI &%
2012 # N.A. N.A. N.A. N.A. N.A. N.A.

(tx=)

2013 & N.A. N.A. N.A. N.A. N.A. N.A.

22 2011 & K7 M4 BHEE Hi:%

2l 0~14 & 15~64 65 gk 12

Er R 26.73 67.64 5.63

3}* #] 20.18 70.73 9.09
BRE I 35.07 61.23 3.70
EER 29.92 65.16 4.92
A% 23.22 70.75 6.03

F 4% kR : World Development Indicators ~ {7 5zf 1 3+ 5 e ©



fE) GDP B RAE 2012 45 10 A {53 9 7E AN &
By 5.6% 12 H {3 HIE 38 0.3 (855> B % 5.9%:
MiAE 10 A {7 Br I FECHIME & - 2013 4F 3 175 7 B
) GDP p & F 5.7% 12 H {5 R E #E—F 3
ZE5.8% > FHO0.1HESE (WFEI) -°

HILEZ GERBLREHNER RS
K OHE 58 B AHE R ED =R HE
Al 18 R 2 E e DU E B 8% Bl R 2 KUK it
iz - 1 3T 2% 68 5 Boh 1o B P 87 HY SR Sh AR Bl = 1
o TR R R BRI AR -
B RN 0 85 g S T 5 Y B AR HY o AE R L
o BT T B A R AR R M A i R Y E 2B
77 > & B RARAE SN AR 7 88 B U B0 00 IR
HYRE ST > (E15 & SR JERE T -

43 ADB# 2 ;™ & M GDP & & F3g i
(2012 &# 10 % &)

Hix:%
2012 &
AKX AER
o 6.1 6
LR
(gﬂ) 6.5 6.4
TR 7.7 7.7
B R 5.6 5.4
La il
(it2) 5.2 5.3
LI R 5.6 5.9
2013 &
AKX AER
o 6.7 6.6
TN 7.1 7.0
¢RI 8.1 8.1
B R 6.7 6.5
s 55 55
LT R 5.7 5.8

FH kR Bcdhl g ADB s kA EIE
LA RFE R eB P R ER 48
2 ke TR £ R

! ADB. 2012. Asian Development Outlook Supplement
December 2012. http://www.adb.org/sites/default/file
s/pub/2012/ado-2012-supplement-dec2012.pdf

T REAEASH 2R AR B4 3F 15

= ~ Wl R B i B R R BOR
Fiih

b SR p B Y 2015 4RI T A IR AL It
[E4 ; ( ASEAN Economic Community, AEC) >
HEaHEMBRRBITER —HE —-H5HH
GEEM - WRKE EREEEY) - % - HE
)~ BN E B o T AR S B TR

(PR E4E R #G 53 )  (Master Plan on ASEAN
W PR R S Bl 2 & (FEL B
& i/ NG B 2 My #EAE - LRREE
iRk ER B GBI - AENRI > R T
B BT B B 3 P P I o R A A S e H AR
R - RREBURME - H o lEE 9 T A 0K %
fe b FT A T g Y T SR PR R o 1 B o AH R IR E A
Ry o BN R AR 2 54 - HREBORMRE - 25k
BRBLNERE R > 23R 4 -

Connectivity )

HE— T ARE - H S A &8 S [F] 88 B i) E
RESEEIEE > I BRI T S HEE & F
1#h 8 IE QK AN ZR R B - 940 7T SR i — FTA

(EHER B R KR - HA - g8 ~ 43~ B
% FTA) T B 5 H® 5 & | ( East Asian Free
Trade Area, EAFTA) (HI "G n= FTA, ) -

(& 2| & KB FEWHE)
Comprehensive Economic Partnership, RCEP )
TR OBEAEN S ERRERE S Rk
R FEB R FHHE B S H S ER M
fir Z SR EEAESS - [N IL - ST 7o R A A T A 31 34
o WA B P 5% T AT L A5 TH O B HE B 5 3 BIRL
FER R & Py M E A (5B 55 HUE
5 2 A R AL 1 BR foh T B B P B i 4 L A 5
EBUR Esraan T -

( Regional
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71 % /& : OECD Development Center®s 4= 5 £32 o

(—) HIJE : fRIBEIE (2010~2014 [
FHEEREE) REZKERERER - GFF
FrEHEB) LN JE 38 2 DU m) B 2 B R a8 ~ hnss En
ERFAERE - RANEEHR Z A TFIERS -
2011 4EHIAEAR (2011~ 2025 4F fip 3 15 55 El Je 4%
TasmatE ) o MBI N KB F & ER >

2 OECD. Southeast Asian Economic Outlook 2013.
® National Development Planning Agency. Medium Term
Development Plan 2010-2014.

EHEHEFBEEETTLOFHBE P LER -
geAh > ENEBUM Y 2011 4 8 H K 12 H R A AR
TR 1 E SR AR R - R R A - SRS M K S B
TURE S FRMS VR 2 5~ 10 FEV R fR B R - °

(=) ZE - @EEFEF 2011 FEEHK
EF - BB E SRR R IR B 2
HEL  HEZFRBEIEERERER 0.1%
HE R S 1% B A R AR R4 - 2012 SR 8ER K
RDE 78 - EERENE  FRBUSHE
Y RACSKE LA 3,500 EFFR(LY 117 [E3=IT)
HyGKEr & > BLR 2.27 JRFEPR (49 761 {F3<7T)

HY BB A Bt 25 o R o 28 B AR T 2 R AR I Y 3%
e AL g
(=) JEHEE : FFEEEBUNFT 2010 54T

(2011~2016 FEIEMEBFRESE) - HaFAFE
WEEFHAE 100 E@EEKE - R 2015
B TR EE 1991 FE1Y 33.1%[% £ 16.6%
ERIE A RERE %~ A [E LT Y
HEAR BRI ETEEE  KEPBER
158 6 B B BA FE RSB A 0 5% - IR IR T
= JEERER S E DR ~ BRI (BPO)
¥ ETE - VIRE BMBEECESE  MBEE
SREIEH -

(PU) BARpges © BEBUFRY 2010 4 1 H
feth (BUNERETE) - SOREHE 6K 6 i#
R H I > R RILTE - STRER - AFUE
PETFAETE KR ~ E A AR - EE L

Coordinating Ministry For Economic Affairs, Republic of
Indonesia. Acceleration and Expansion of Indonesia
Economic Development 2011-2025.

=X 323 L5 4845 BKPM 3 % % 52 5Li% &) (PP 52/2011)
The Nation. “Govt's huge investment in infrastructure key to
competitiveness, says Virabongsa.”
http://www.nationmultimedia.com/business/Govts-huge-inv
estment-in-infrastructure-key-to-com-30191650.html
TSR R RO B F ek
http://devplan.neda.gov.ph/about-the-plan.php
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~2020 4EJS SR o RS ) - HASZAE 2020
MR RREE 2010 AEHOERE =M > UEERT
FE RS 2,000 3T > H A2 - 12012 4E Al A7 2011
~2020 fEME K BB EEREE) > SRKAKEAA
R MK R B o AT 2 R - B

BEJERE - BUGEBRB M - 12012 FHEAR
(2011~2020 4F 3% B B 4675 1 & BRG 1T Bh st
E) o SHETTSE R E AR T IE  FR
TR 532 4t ~ W ~ KR S5 AN SR 2 o 3%

A 12
He °

DU~ 15 o EASE AR AR K] 4% il
EE?CE'/

Bl I T AR S 2R
EARE S, > H E HERB) JIBR T AT SCHE R SR T B Y
2015 I T RpLIERER , > BERSEA
] o A B [ P9 R 40K R S R ORI S > AR SR AR
G B 4 H T TE U B B T R OB PR R S R Y

8 242 GTP ¥ > ¢ - F 14-25-http://www.pemandu.gov.my/
gtp/upload/GTP_AR2010_Eng.pdf

A ETPF =2 o F 5790

PR PR EETT G R TA
http://www.mpi.gov.vn/portal/page/portal/bkhdt/ptktx
h/16872?p_page_id=412576&pers_id=20648872&fol
der_id=1&item_id=29534913&p_details=1

Wogdng st 4 B FIRE S Rk F AL o http/ww.m
pi.gov.vn/portal/page/portal/bkhdt/ptktx
h/16872?p_page_id=412576&pers_id=20648872&fol
der_id=1&item_id=29534913&p_details=1

2 g dxg 3t B FINE S T AL o http//www.m
pi.gov.vn/portal/page/portal/bkhdt/ptktx
h/16872?p_page_id=412546&pers_id=20648872&fol
der_id=1&item_id=29613114&p_details=1
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e S5 O &K B2 B R B Ry % F B R SR R B R
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FERI
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Rt Rl EAREERE R X EER
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EE TP
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Foi AR R T

fYEE R S o DR IE BR TR RS B AR B AR S [
B8 DU LR @y > SO RS b o el RE
— G HEB B BRI, 1 RCEP » B(S Bl 5 T4
N (B KFEEEE G E)
Partnership, TPP) - DL 405 5 H A E B %
BFTA- HEH > RCEP B4 (2013) £ 5 H
B S — el & 36 H) - Hod B BW & i 1B~
B K RE - HA - E - P~ RN B EE
16 {HE % - RCEP —HEREE - B A2 EkA
ORI R RN 218 FTA 0 5 fnsa b 5 17 7 B Y
O BN E IR 51 ] -

(' Trans-Pacific

25 K17 AEAREEFEL LR
L
1945 ADB 3R] > L7 Bi? AFFs 4 ¢ 22010 # 3 2030 £ AR AR AL > H
ARG L AFR K A0% B 15 30% A R S BA S kT LRGN 10~20%2 1
PR AT BY ANFAA T ERPE S EABE AT AR R4S DL RA 0 F
U SEEE T A

iy

"] &

BRCFRCEER B RT LY RIS FpE T AR B4 RP SR H
FREAFREOPERE 7' A P EA g0 Rkl RpchipHEe mic%i
HERP RO o8- HRB - PR 2004 & F 5 ieE E 0 RERAHET i (Susilo
Bambang Yudhoyono ) ik =+ A 48X 5 4 B1E * 2006 * 2008 # & A RF sk £ o
faaR iz 432 24 (Yingluck Shinawatra) df = % B8 > § #3825 Woch © BEF L
A= ¥ (Benigno Aquino HII) A 2010 & + iz v % o fHEda b Fg e d #5095 0 @
RE v s g £ W Re

¥ ADB. 2010. Key Indicators for Asia and the Pacific 2

010. p.16.



LEPIFE

#ﬁ?’g‘ ﬁ ;}]%LL }r £ iﬁ_\_
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FOFEEFLALL A OEHEE > L VR RERLATE -
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Ao AEEMABREATRE S 2T 2 AR AW FTASSEZFhy 2 &4 (K
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David DuByne, Nation First International Development Asia

INTRODUCTION

With the recent flare up in Muslim and Buddhist
tensions in Myanmar, it seems to have sent a message
to those on the fence deciding to invest in the country
or not, that the country should be labeled as “An
emerging economy with religious instability”. The
current government is working to resolve the issues
diligently while keeping security a main priority. For
those firms that have a strategy to position in this
type of environment for the long term with a clear
vision on the end goal, there are plenty of sectors that

offer unique opportunities.

With the country’s new 2013 Foreign Investment
Law (FIL) now solidified, removing of media
censorship and construction of overhead expressways,
ports and roads, Myanmar is now showing even
through a religious tension bump in the road, that this
business

country is truly becoming a stable

opportunity.

One of the catch phrases current government
ministers are using at meetings and conferences is
“Commercial Common Sense” this is one way the
envisions toward a

government itself moving

development strategy for a modern Myanmar.

A quick glance at a map of Asia could highlight
the central location of the nation as a crossroad
between China, India, Bangladesh, the N.E. States of
India and Thailand. The strategic potential for
shipping routes alone makes it worth exploring, but

that only touches the surface.

One of the main reasons for entering Myanmar’s
infant market apart from its strategic location is the
need to rebuild the entire country’s infrastructure
from the ground up. That leaves a plethora of
avenues for well capitalized companies. Smaller
entities can fit into some select industries if they

possess special techniques or materials.

What the national level ministries and

Directorate  of Investment  and Company

Administration (DICA) want to see are companies

Figure 1: Downtown central Yangon,
Shwedagon Pagoda surrounded by modern
buildings. Image provided by David DuByne.
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that create jobs and skills training along with
sustainable development which can operate in the
countryside outside large population centers to
enhance local prosperity. Firms that are able to tick
these boxes will greatly increase their chance for

successful entry into Myanmar.

2013 FOREIGN INVESTMENT
LAW (FIL)

In the 2013 Foreign Investment Law, Tax
holidays, majority shareholding and land use rights
are assurances offered to lure foreign investors into

the golden land. Here are some of the key changes:

e Foreign Ownership of Land and Immovable
Property is Strictly Prohibited. Joint venture is the
only way for land right use. By cooperating with a
local company a foreign company is offered
exemption on (a) Income-tax for a period
extending to 5 consecutive years, (b) Income-tax
on profits that are re-invested within one year, (c)
Up to 50 percent income tax relief for profits
earned from Exported Products, (d) Customs duty
relief for imported machinery, equipment, and
materials that are required for use during the
period of construction for the first 3 years
commercial production. Corporate Income Tax sits

at 25%, reduced from 30%.

o |f a Joint-venture is formed, the foreign capital and
foreign equity ratio can be decided by mutual

contract between Foreign and Myanmar partners.

e Myanmar’s (2013 FIL) land use rights comes from
notification NO. 39/2011 where investors can lease
land which includes an initial 50 years, plus 10+10
extensions. Industrial or Special Economic zones

have an initial term 30 years, which is negotiated

directly with concerned ministry.

o If local employees are hired, The Settlement of

Labor Dispute Law of 2012 with its twin The
Social Security Act of 2012 need to be abided by.
Typical reasons for employee termination are;
Theft, Carrying weapons in the workplace, Absent
leave for

without more than five days and

Drunkenness on the job.

e The Myanmar Investment Commission (MIC) has
set wages and factory workers salaries ranging
from $50-100 USD per
personnel, a truck driver $150, Sales people $80-
160.

month for factory

Before making any final decisions a potential
investor must consider the list of restricted business
activities including; Sale of Teak, Forest plantations,
Extraction of jade, precious stones and metals, Fish
farming, Post and telecommunications, Air and rail
services,  Television  broadcasting, Electrical
generation above 2MW, Defense, Extraction of oil
and natural gas, Hazardous poisonous wastes and
Chemicals or Unapproved medical technologies. For
these sectors a potential investor must take on a local

JV partner.

Since several lucrative sectors are closed for
direct foreign ownership, a potential investor must
think creatively in the approach, blending technology
and finding niches in the largest industries not yet

tightly regulated or filled with speculative funds.

Having a well-positioned Myanmar partner who
knows which states and industries are ripe for
cooperation investment, will add strength and allow a
potential investor connection into local, regional &
national business networks. To bring up a more in-
depth discussion, the following sections are focused

on the Electricity sector.

GEOTHERMAL ELECTRICITY
PRODUCTION
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DICA states that Electrical Power represented
41.5% of all Foreign Direct Investment at $13 billion
in 2012. The hydroelectric power plant at Lawpita
Falls outside of Loikaw supplies over 20% of
Myanmar's total electrical power. Electricity is what
Myanmar needs most to develop along with an

upgraded road and telecommunications network.

During the 2013 Myanmar Power Conference,

several presentations presented the ways that
Myanmar would increase electrical supply using
national coal fields in the Kalawa, Lashio, Tigyit and
Eastern Shan Areas of the country to supply yet un-
built thermal power plants. The reasons being that
Naypyidaw and Mandalay are in close proximity to
coal bearing areas with minimal distance for power

lines to reach the cities.

What wasn’t discussed was the construction of

Geothermal Power Plants. Geothermal resources
actually lie close to Yangon where power demand is
greatest. This suggests a significant undeveloped

resource.

According to the Ministry of Electric Power
(MOEP) new capacity must increase at 15% to stay
even with forecast demand country wide. Also from
MOEP’s figures, total combined electrical generation
from hydro, gas and coal was 3,495MW in 2012, but
by 2030 the maximum demand will increase to
23,000MW. This represents a six fold increase in 20
years and the obvious question is: How will required
electrical demand be produced and from which

sources?

Hot spring systems with surface temperatures
near or greater than 80°C have potential for
Enhanced Geothermal Systems (EGS) or binary cycle

power plant generation, with an estimated break even

power cost of 5.3- 8.6 U.S cents/lkWh.! The exhaust
hot water from the power plant can be used in

greenhouse applications, heating water to speed

growth of fish and drying process heat for crops.?
Farmers employing geothermal heat crop drying

methods would experience economic savings and aid

in rural development.

DISTRIBUTION OF THE HOT SPRINGS
IN BURMA (MYANMAR)
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Figure 2: Image Presented by U Win Khaing,
General Secretary, Myanmar Engineering
Society.

Preliminary investigations had been made on 43
hot springs in 1986 by Myanma Oil and Gas
Enterprise (MOGE). Additionally in 1990 UNOCAL
in cooperation with (MOGE) conducted preliminary
analysis of geothermal data from sampling of 15 hot

springs.® *

Installed geothermal electric capacity worldwide

is 11,200MW and supplies 80 million people with

! «Cost of Electricity from Enhanced Geothermal Systems”, by
Sanyal, Subir K.; Morrow, James W.; Butler, Steven J.;
Robertson-Tait, Ann. Thirty-Second Workshop on
Geothermal Reservoir Engineering, January 22—-24, 2007.
Stanford, California.

2 “Geothermal exploration and development in Thailand”, by
Korjedee, T. World Geothermal Congress 2000. May 2000.
Kyushu-Tohoku, Japan, p. 56-66.

% «Application of Geothermal Resources of Thailand, Vietnam
and Myanmar to Tectonic Settings”, by Punya Charusiri;
Saman Chaturongkawanich; LsaoTakashima;
SuwithKosuwan; Krit Won-in and NgoNgoccat. World
Geothermal Congress, May 2000. Kyushu, Japan.

* Geothermal Energy Resources in Myanmar”, Ministry of
Energy, Myanmar 2012
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power in 21 countries. Myanmar can develop this

resource as well with international help.

INDEPENDENT VILLAGE
UTILITIES ( POWER ISLANDS)

In the case of Myanmar it must use an inverse
approach to rural electrification. According to the
Asian Development Bank (ADB) it will take 15 years
minimum before the electrical lines from a
conventional grid will reach the approximately 73%
of people who are regularly without electricity in

more distant towns and spread out populace.

The term “Off-Grid” refers to not being
connected to an electrical grid, mainly in terms of not
being connected to the main or national transmission
grid. Off-grid electrification is an approach used in
countries and areas with little access to electricity,

due to scattered or distant populations.

By installing a combination of “Decentralized
Renewables” such as wind turbines, solar panels,
micro-hydro and residential geothermal up to 2MW
along with anaerobic biogas digesters, mini-grids can
provide a smaller community with electricity. The
government can electrify from the countryside where
cottage industries are located, back toward larger
population centers and at the same time revitalize the

rural economy as there would be a constant power

supply.

Excess power not consumed in smaller outlying
districts can be diverted into other cities languishing
in the dark. Each geographical area can produce
electricity by using what is most abundant in the
local area including; year round streams, sunlight,
wind or heated underground water. Electrical
consumption per rural household in

averages 200 Watts and at 2MW that is 10,000

Myanmar

households.®

What power sources would be needed to

implement such a project?

Micro-Hydro: Unlimited possibility as a large
percentage of the population resides in remote
locations with plentiful rainfall in elevated areas.
Local power up to 100kW can be produced for a
handful of homes from a small hydro generator with
the option of having several generators powered by
the same water source. Villages would terrace up and
down year round flowing streams, if 10 small
turbines were spaced at 100 meter intervals along the
river that would produce 1MW. Electricity can be

produced off of flows as small as 35 liters/sec.®

With Myanmar’s expansive coastline and
abundant estuaries there exists a possibility to install
Tidal Current Turbine systems as was done in 2007 at
Kanbalar village. A 3kW barrage style power plant
provides electricity to 220 households (about 1,200

persons).

Geothermal: Direct heating applications can use
much shallower wells with lower temperatures, so
smaller systems with lower costs and risks are
feasible. Residential geothermal heat pumps with a
capacity of 10 kW are routinely installed for around
$1,000 per kW.’

Small Wind Turbines: Defined as having rated
capacities of 100 kW or less. The industry is
expected to continue strong growth through the next

decade which means costs should continue

“Myanmar Energy Sector Initial Assessment: Context and
Strategic issues”, by Asian Development Bank, October 2012,
p. 19-23.

“Hydro for Remote Locations on the Thai/Burma Border”, by
Lon W. House, Ph.D.,University of California at Davis
Energy Institute. Hydrovision International, July 20, 2011.
Sacramento, California.

"Profitability Analysis and Risk Management of Geothermal
Projects”, by Reif, Thomas; Geo-Heat Centre, January 2008.
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decreasing for installation. There are also numerous
potential village sites for wind power generation of
less than 50 kW and turbine generator installations of
5 kW or less in steep hilly regions. Wind Energy
potential in Myanmar is estimated to be 365 terawatt-

hours(TWh) per annum.®

Solar Power: Myanmar’s tropical location is
abundant sunshine year round, especially in the
Central Dry Zone Area. The Energy Planning
Department within the Ministry of Energy (MOE)
states that the potential available solar energy of
Myanmar is estimated at 51,973 terawatt-hours(TWh)
per annum. Experimental measurements by the
Myanmar Electric Power Enterprise (MOEP) indicate
that irradiation intensity of more than 5 kW hours per
square meter per day was observed during the dry

season.

David Allan from Spectrum a Sustainable

Development Knowledge Network said “Many
people do have Independent Village Utility Grid
plans, and if planning were done by the villagers for
their own project, then capital constraints can be
limited and tailored use of renewables for the project
in their specific climate can speed implementation.
This group or firm should be familiar with integrated
energy planning and in particular decentralized
renewables playing a role in an equitable resolution

of national energy access difficulties."”

A service company would need to set up a
complete electrical power supply system “Power
Island” that can be designed, configured and
implemented to meet a broad range of remote power
needs countrywide from 1-2 MW. Even if usage

climbs to 500 watts from the average 200watts

8 “wWind Power Resources, Potential and Recent Initiatives in
Myanmar”, by Saw Si Thu Hlaing. Department of Electric
Power Ministry of Electric Power, Myanmar. November
2012, p.3-6

consumed now for lighting that would be enough for
2,000-4,000 homes.

POWER AUGMENTATION

When considering what specialized techniques
or Intellectual Property (IP) companies can offer in
Myanmar, firms needs to focus where the road to
development is leading. It sounds simple but can

firms offer what is needed most for development?

A good example of having a solid foundation in

required systems is Energy Storage Power
Corporation’s (ESPC’s) Power Augmentation add-on
system for gas-fired turbines. Considering
Naypyidaw doesn't want to wait, the government
wants to fix its power grid and refurbish its
antiquated power plants as soon as possible, simple
repairs on electrical generation equipment would be
the least expensive and fastest way to increase MW

capacity.

Optimization of existing installed capacity to
maximize generation through Rehabilitation and
Modernization (R&M) can be an attractive, low-cost
option to boost grid MW output. In this case,
boosted power output would ease a percentage of
Myanmar’s electrical shortages in less than 18

months using Power Augmentation.

Power Augmentation technology, (HAI) for
Humid Air Injection and (DAI) for Dry Air Injection
is an add-on system that has a primary benefit of
increasing the power of combustion
turbine/combined cycle (CT/CC) power plants by 15-
30% at a fraction of new plant cost and NOx

emissions reductions.®

Experts estimate older equipment and

% “Ajir Injection Power Augmentation Technology Provides
Additional Significant Operational Benefits”, Proceedings of
GT2007 ASME Turbo Expo 2007. May 2007. Montreal,
Canada.
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Figure 3: Image provided by Energy
Storage Power Corporation.

infrastructure currently result in about 40% of
generated power not reaching its ultimate destination

due to both technical and non-technical losses.*°

In 2010, electricity production in Myanmar was
Billion kWh. Of that,

approximately 30% of all generation was natural

approximately 7.5

gas.™ If you were to increase power output of every
existing natural gas turbine in Myanmar by even 10%,
an additional 225 million kWh becomes available to
the grid without installing any new production

capacity, only an add-on system.
ALGAE

What isn’t discussed openly but is presented in
writing was that most workers come from far away
destinations throughout the country so a potential
investor must include room and board for employees
in addition to monthly wages. Additionally, there are
different

so many different ethnicities, that

management techniques are needed for each group.

A way past both of these difficulties is to set up
a project in the countryside, thereby using local

supervision in management matters and bypassing

10 «“Myanmar Energy Sector Initial Assessment: Context and
Strategic issues”, by Asian Development Bank, October 2012,
p. 32-34.

11 «Electricity Production of Myanmar, World Development
Index”, by World Bank. Accessed January 8, 2013.

the need to provide housing as labor can be sourced
locally. Land lease rates and operation costs are

substantially less as well.

This is exactly the approach Nation First
International Development Asia (NFIDAsia), entered
the market, by focusing on job creation and
sustainable development in rural settings by way of
its algal based farming project to accelerate rural

development.

NFIDAsia was the first U.S. entity to register as
a Service Company in Myanmar, followed by Coca-
Cola, General Electric and Pepsi Co. which provided

an advantage by entering the marketplace early.

Networking, building connections and site
surveying over the last year and a half resulted in
Development Asia

(NFIDAsia) signing an MoU with Hisham Koh &

Nation First International
Associates (HKA) to Facilitate Algal Based Farming

Products for Rural Myanmar in April 2013.

MY mmes T “
Figure 4: Signing of MoU between NFID Asia
and HKA: Left to right, Hisham Koh, Jonathan
Pierce, David DuByne.

“NFIDAsia’s Algal Development Division, plans

to facilitate local algal farming by seamlessly
integrating processes using the year round climatic
conditions in Myanmar. Current market demand for
algae derived products is increasing, particularly in
nutraceuticals, plus the need for a viable alternative
export market and local economic benefit makes
algae the right choice. “We will provide concept

designs, algal cultivation, processing, operations plus



26 & B 007

a full branding and marketing strategy onto our end

buyers.” said NFIDAsia’s President Jonathan Pierce.

Additionally, by adding algal residue to
anaerobic biogas digesters as biogas enhancement
feedstock will increase methane output enough to
generate electricity on the project site, thereby

reducing electricity costs.*

Having the right partner who knows the business

and governmental landscape is imperative. For
example, Mr. Hishamuddin Koh spent 18 years in
freelance  Business

Myanmar working as a

Development Consultant, promoting and serving

investors from both local and international

organizations. He also worked closely with the
Ministry of Agriculture and Irrigation, particularly
because of his expertise in rural development and
eradication of rural poverty, using agriculture as an

accelerator.

Having a strong local partner and adopting a
development approach where a company brings their
experienced team of business associates, specialists
and personnel who have proven track records to
assist local partners is the only way to enter and

thrive.
PARTNERING

There are many opportunities for Taiwanese
business men as they already communicate Chinese,
and decades ago the Taiwanese government invested
in the education of Myanmar born Kuomintang
(MBK). After the civil war in China ended some
Kuomintang took up residence in Myanmar and
children of those soldiers are still there. From that
time, education fees were paid for by Taiwan and

opportunities given to study in Taiwan Universities.

12 «Bjogas as a Renewable Source of Energy in Nepal, Theory
and Development”, by Biogas Sector Program Nepal (BSP)
Nepal. July 2009. pg 46-48

This promotion was with the intent to educate MBK’s
in Taiwan and let them return to Myanmar to set the
stage for business in the future. A safe approach
would to partner with Taiwan educated MBK
business family if you take on a Myanmar JV partner.
This would give Taiwanese business the advantage

that company staff speaks Mandarin Chinese.”

What the MBK-Taiwanese businesses are
focusing on is food and agriculture value chain
branding by selling machinery to produce canned
goods, juices and dehydrated foods. Farmers want to
package and produce their own branded products and
sell to buyers directly, thereby creating higher value

in their integration from farm to end consumer.

It should be noted here that Many locally placed
tycoons and highly placed business persons are
former military regime on the U.S Treasury
Departments Specially Designated Nationals (SDN)
list of individually named and targeted “Frozen
Asset” sanction list, which includes the current
president Thein Sein. Persons on this list still control
a majority of private enterprise. This could pose
long-term risks to a investor’s finances or corporate
responsibility reputation. One cannot over-emphasize
enough the importance of Due Diligence when

choosing a local partner.
DRAWBACKS

Assessing any business, political and religious
climate requires due diligence in emerging markets

including Myanmar. Negatives include:

e Investment data is in chaos, different private and
government resources will give different data and
figures, plus no trustworthy nationwide census has
been taken in Myanmar since 1931, but current

estimated population is about 60 million.

e Import figures are grossly underestimated due to
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the value of consumer goods, diesel fuel, and other
products smuggled in from Thailand, China,

Malaysia, and India.

The business climate is widely perceived as non-
transparent, corrupt, and highly inefficient, but the
government is committed to change. The arrest in
January of former Telecommunication Minister
Thein Tun and removal of more than 50 officials
from his ministry who are under investigation for
corruption has sent a signal that Myanmar is

indeed changing.

Over the last 20 years there has been so much
cooperation with the Chinese business owners that

norms and operation standards are similar.

Over 60% of the FY 2010-11 Budget was allocated
to state owned enterprises (SOE’s), most operating
at a deficit, although they included the most
productive sectors of oil and gas, mining, and

timber. This too is changing as local industry is

now actively seeking foreign partnerships to boost

efficiency and adopt current technology.
CONCLUSION

Some people may see problem after problem
concerning investment opportunities in Myanmar, but
perceived problems could also hide backdoor
opportunities. In this sense, this short essay provides
useful hints for those who are looking into

such opportunities.

David DuByne is the Myanmar coordinator for both
coastal and inland algal farms with Nation First
International Development Asia (NFIDAsia). David can
be reached though dubyne@nfid.net or
ddubyne@oilseedcrops.org

LINK TO ARTICLE IMAGES:
https://www.dropbox.com/sh/7vc4l4h4njnldrd/cJQ250h
FMi -
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Figure: Vice-president Bih-jaw Lin presented
this paper in the international conference on
“ASEAN integration under the global political

and economic trends” on Sep. 7th, 2012.

1. INTRODUCTION

Regional Trade Agreement (RTA) or Free Trade
Agreement(FTA) has become an important area of
study and one of the top priority policy issues for
almost every country. The United States has taken
positive measures to strengthen its bilateral FTA with
countries in this part of the world, notably among
them are Singapore and South Korea. China, Japan
and Australia together with many countries follow up
and their policy initiatives have met with positive
responses from their counterparts. The basic reasons
for increasing FTA vary, but most countries treasure
the FTA mainly because of political and economic
considerations. The private sectors are even more
supportive of these initiatives, as Asia and the Pacific
are moving into the digital age and there are more
and more trading opportunities for them to explore.
Indeed, trade has been quickly transferred from low
politics into high

politics. The subject of

international political economy (IPE) has attracted

more talents to develop their academic and
professional career. The journals of International
Organization and Review of International Political
Economy provide the required intellectual food of
thought for us to cultivate this new frontier of

knowledge.

2. TRADE GROWS UP
NATURALLY

There is no need to exaggerate the importance of
trade in international and domestic affairs, or even
the daily life of every citizen. Domestic trade is
closely related to economic development and
international trade can not be separated from
economic development of every nation, big and small
alike. For too long, trade has been regarded as a
venture of every individual and not a domain of
public affairs. In the history of China, we can easily
notice a long tradition of neglect of commerce in the
thinking of both the government and the intellectuals.
The imperial court even prohibited international trade
as a means to protect its internal stability and security.
The private sector, however, took creative and
innovative measures to continue trade with the

outside world, making the silk road at sea a reality.

The economic history of the western world has a
totally different track. The historical background of
the Hanseatic League does not need any introduction
to this group of experts. Britain, Holland, Portugal,
Spain, France, Germany and lItaly all became the
main trading states and led the age of great

geographic discovery. The Arabs once dominated the
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trading world, but then gradually lost their edge. The
arrival of the industrial revolution and the creation of
the world market together with the capitalist system
have made Europe and then the United States, the

centers of gravity.

Adam Smith’s “the Wealth of Nations” was
published in 1776. Before the publication of this
extraordinary treatise, the study of economics hardly
existed for scholars and even students in the
university in Italy and other parts of Europe. Despite
all of these, trade was very popular and common and
so were guilds and the professional associations. The
industrial revolution facilitated trade and the
expansion of imperialism pushed it even further and
faster. Traders followed the flag and the formation of
the British, French and Deutsch East Indian
Companies to run their newly occupied colonies did
not surprise any historians at all. China has never
implemented this type of the delegated governance in
its long political and economic history. For too long,
the Chinese have always believed that trade belongs
to the private sectors and the intellectuals should
remain in their own world of learning or join the
bureaucracy to serve the government. Now, it has

been changed in both sides of the strait.

Few will quarrel with me that trade now

dominates our every day’s life. It is one of the major

activities that leads any society to develop and evolve.

Our sociological friends even invented the terms of
“the market society” or “the trust society” or "the
post-industrial society” to explain these trends. We
do not need to read the classics of Fernand Baudel or
Immanuel Wallerstein to understand all of these
phenomena. In fact, it is a result of historical
development. How many successful navigators
realized their life-time ambitions of discovering the
world and become the empire-builders? You know it

better than | do. Without trade, there will be no

colonial empires, human progress and, indeed, the
world civilization. What is even more true, if there is
no stock market, what a boring world for us to live

in?

3. WHAT DOEs THE IPE MEAN
TO Us?

Experts in this great institute and all the
distinguished guests here understand that the IPE
came to our attention very late, although in early
days, European studied and taught the subject of
political economy. It was the day when the concept of
mercantilism worked so effectively and therefore the
ruling elites relied on its guidance. Politics and
economics later were separated in the academic
community. There has been a very long time of
mutual neglect between international relations and
international economics, as Susan Strange explains
so well. It is a painfully slow process for the two
academic communities to see the need to combine the
two together and actually do it with vigor and
patience. The American Association of the IPE was

eventually founded in 2006.

The IPE is both a discipline and a profession. In
essence, we want to know how the state influences,
shapes, guides, regulates or even controls the market
and vice versa. As the cold war ends and there is less
and less possibility of war or military conflicts
between the major powers, the priority of trade and
economics has been quickly uplifted in most of the
industrial democracies and even in China and Russia.
No wonder, too many of our colleagues in Taiwan
and other countries have argued that international
relations hardly exist, only international security and
the IPE actually count. For this and many other
reasons, the IPE has become a career track for many
of our young and perspective professionals to embark
upon. For those who participate in this conference

and have not drawn up your road map of career,
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allow me to say:”welcome on board”.

The discipline itself is very young, but its
intellectual base is deep and solid, because political
international relations and

science, economics,

international economics form the background

knowledge.

It fits nicely with the basic requirements of
being scientifically sound and socially relevant. The
traditional study of diplomacy has been quietly
absorbed and the rich knowledge of political sciences
and economics has put us in a very advantageous

position to learn and, moreover, to practice.

I will not bother you with too much of details.
Some of my colleagues probably have heard the
debate between the American and the British Schools
of the IPE. The American School is firmly based on
foreign policy and international relations and
emphasizes the need of pursuing an interdisciplinary
approach, while the British School leans toward
history, economics, sociology and politics as the base
of the IPE and, therefore, emphasize the need of
engaging a multidisciplinary approach. The
Americans tend to be empirical and the British follow

their normative tradition carefully.

The social science has a very long tradition of

diversity and we welcome different views,
perspectives and theories. The attraction of the IPE
and indeed its practical value lie in its relevance to
the policy issues that affects the welfare of almost
every country in this world. There is no point to read
too much into the debate between the American and

the British Schools.

The fundamental questions for any serious
thinkers and responsible policy makers remain almost
the same, that is, how to determine state-state,
state-market, state-society, state-firm and firm-firm

relations. When every country finds its need to

negotiate and sign a FTA with its counterpart, it
needs to consider all these factors. One can easily
understand why a trade agreement will dominate the
public debate so quickly and then become so
complicated, simply because it involves too many
public and civilian groups, not to mention the most
powerful electorate in any democracy. When there is
a strategic imperative and a national consensus to
support the government, the trade negotiations will
be smooth and, sometimes, simply rituals for the

officials to do their jobs.

4. TRADE PoLiIcY Is FOREIGN
PoLicy

Both the American and the British Schools argue
that the IPE has transformed trade policy into foreign
policy, because almost every trade negotiation affects
national interest, no matter how we define it. As the
private sectors, the market society and the
information society or the post-industrial society
have all become the real form of social interactions in
most of the industrial democracies and the emerging
economies, the margin between politics and
economics is very narrow indeed, sometime hardly
discernible. The roles of the multinationals in terms
of the technology transfer, the capital accumulation,
the promotion of exports and the creation of job
opportunities are impossible to ignore. No country in
this world will or can afford to lose any opportunity
of substantive inflow of foreign investment. It has
become a common practice for any government to
work closely with the private sectors to make their
country conducive and friendly to foreign investors.
How many countries have combined trade and
foreign affairs to form just one ministry or plan to do
so in the future? If there is no single government
agency to deal with the matter, other mechanism has

worked effectively to take care of both.

Enough ink has poured in to show us that
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numerous trade or economic instruments can be
applied to achieve the country’s policy objectives.
Tariff’s reduction, trade quotas, special licenses to
guarantee the supply of raw materials, energy and
commodities together with the general preference
treatment and foreign aid. When trade instruments
are used, they normally create public goods for the
two countries. Very often, we regard these as the use
of positive national power. Its basic purpose is to
reward the counterparts and hope the spillover effects
will lead to positive policy outcomes. If we compare
this economic statecraft to the long tradition of
military philosophy, trade policy is much human and
rational for us to follow. The irony is that no country
is prepared to give up arms and simply follow the
trade route of development. National survival and

security remain very firm as the base of foreign

policy.

I do not treat national defense as the use of
negative national power, but, for too long, power
politics and security constitute the center of
diplomacy. In the long history of national statecraft
either in this country or other parts of the world,
diplomacy and the military can and should not be
separated. In the foreign service, there is also a very
long tradition that career diplomats only deal with
state-state affairs, the consuls and the related
employees deal with the trade matters. The treaties to
regulate foreign and consular services also separate

the two.

All of these have been transformed, making it a
paradigm shift in the areas of foreign policy and
international relations. Trade, development, culture
and education have all become high politics of
foreign policy. Each of them is so closely interrelated
and the usage of “soft power” and “smart power” has
become not only a catch phrase, but a policy

guidance. Can we really differentiate trade, energy

and education between soft and hard or smart power?
Or does it matter to make that kind of differentiation
at all? In any case, when a country decides to use its
economic power as a means of coercion, the concept
of soft power will immediately become a hard power.
The structure of power differs, but the intention of
each power user can be easily identified. For this
reason, trade and arms make no difference in terms of
policy instrument, what matters is the intention of
each country or its leader. Fortunately, for the last
fifty years or so, there has been a steady tendency for
national leaders to apply economic sanctions rather
than to use the military force directly to achieve their
policy objectives. Trade embargo, boycott and other
measures have been used quite regularly by the major
powers. These practices have created a new code of
conduct or a new norm in international relations. The
other side of the coin is that the information age has
made it possible and imperative for nations to treat
the knowledge-based economy, the culture industry
and the creative economy as their policy agendas.
Here, trans-national cooperation is needed and these
areas of trade, science and technology will ultimately
reinforce the existing trade-foreign policy nexus. For
this reason, the proposed "Trans-Pacific Partnership,
TPP” or "ASEAN Regional Comprehensive
Economic Partnership, RCEP” has been carefully and
seriously treated by the government and the policy

intellectuals.

5. How MucH CAN THE FTA
HELP?

It is clear by now that nations naturally pay a
special attention to the FTA and place a high
expectation on it for achieving faster and greater
trade expansion and economic development. The FTA
is not a panacea, as so many economists have pointed
that out to their governments and the entrepreneurs.

The good IPE and governance should form the base
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of any country’s industrial development. Once the
countries concerned have reached the stage of
economic take-off, the FTA really can help. We have
used different names to describe this policy initiative,
joint venture or economic cooperation between and
among nations. Regional Trade Agreement,
Preferential Trade Agreement, Closer Economic
Partnership, Free Trade Area, Free Trade Agreement,
Free Trade Area, Free Trade Association and
Sub-regional Trade Grouping, to name just a few. All
of the above-mentioned demonstrate a common
feature, that is, the initiators want to reduce trade
barriers and expand trade. After all these years, we
now realize that it is probably even more difficult to
reduce tariffs than to dismantle arms. The record has
shown that arms control agreements are much easier
to negotiate and conclude than trade agreements. I
will invite everyone in this conference to
congratulate Russia for joining the WTO and wish its

economy well.

The benefits and achievements of the regional
trade cooperation and integration have shown too
clearly to us in the case of the European Union(EU)
and the North American Free Trade
Agreement(NAFTA). Bilateral FTAs are always slow
to negotiate and conclude. Canada first proposed a
bilateral free trade agreement to the United States in
1882, but failed. The British were only interested in
reducing tariffs of other countries and gaining the
most favored nation treatment. They had already built
an empire and the sterling area, there was no need for
them to sign bilateral free trade agreement with other
countries then, even the United States. The idea of
the NAFTA started very early and it took almost
twenty years to conclude. The FTA with Israel is a
very unique case. Strategic imperative served as the
backbone of the FTA, but trade and economics
provide a legal framework for two nations to get

things done. Later, the United States applied the same

formula to Jordan and consolidated its foreign policy
base in the Middle East. This trade-foreign policy
nexus has been extended to Asia and the Pacific.
However, we should bear in mind that politics and
trade can go hand in hand, only because there are
sufficient trading opportunities and potentials.
Markets can be opened up by political means or the
gunboat diplomacy as it was known in the past, but
the operation of any market needs economic and
material conditions. What is more, domestic and
political backup are required as the import of
American beef to Taiwan and South Korea has shown

to us.

We are delighted to see the success of the EU
and the NAFTA. Equally, we hope that the European
financial crisis can be solved and the member states
bring their economy back to normal. The EU is so
unique and we doubt any other regions can easily
apply its experiences. The ASEAN, the NAFTA and
the MERCOSUR are all different. Even when Taiwan
negotiated the Economic Cooperation Framework
Agreement (ECFA) with the other side of the strait,
we followed our own path carefully. Because the FTA
will bring economic benefits and provide so much
public goods, it is a venture that will continue to
attract countries to explore, engage and participate.
We have seen enough job opportunities created in
Europe and North America, the problem-solving
mechanism that benefited the governments and the
business communities, legal protections for
investment and the movement of personnel and goods
across the border. Bilateral FTAs will therefore
continue to grow and Taiwan will certainly make

further efforts along this track.

6. THE CENTURY OF THE FTA
AND BEYOND

As Giovanni Arrighi has argued so well in his

book-“the Long Twentieth Century”, the capitalist
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system has its natural mechanism to solve problems,
although the system tends to create disparity,
inequality and unfairness. Joseph Schumpter and
Robert Gilpin together with so many others have led
us to see the future perspectives of the IPE. Many
experts have expressed their worry about the role of
the WTO and the prospect of free trade as the RTA
and the FTA naturally exclude non-member states.
Even all FTAs and RTAs are required to comply with
the regulations and spirit of the WTO and the GATT,
there are normal and legitimate concerns. If history
can provide any guidance, we should not forget that
national interest and mercantilism have always
remained in the minds of almost all national leaders.
When the British urged and promoted free trade so
vigorously, it was the time of Pax Britanica. Less and
less trade barriers benefited the nation which could
produce so much and so fast. Under this harsh
competition, other nations adopted protection
measures in order to protect their domestic industry
and national survival. It was the experience of the
United States in the early days of the
post-independence era. No wonder, other smaller
newly independent states will do the same. These
practices will not be necessary in this century of
globalization, interdependence and the digital trade.
The WTO will continue to play its constructive roles
in enhancing and consolidating free trade. The
fundamental challenges for the WTO are
multinational negotiations and the consolidation of
the free trade regime. As | repeatedly argue, the
reduction of tariffs is so difficult to achieve, not
because nations behave irrationally or any democracy

needs to be sensitive about the attitude of the

SUGGESTED READING

electorate. It is an issue that affects almost every
citizen of a nation and the daily life of any society.
Almost every major power needs time to introduce
the benefits of the FTA that will bring to the target
nation, when it wants to win the necessary support

for negotiations.

In Asia and the Pacific, there will be more FTAs.
China, India, Japan, South Korea and Taiwan, of
course, will take new initiatives to study, propose or
actually implement their ideas. The China-South
Korea-Japan FTA has been studied for sometimes,
but it looks likely that China and South Korea will
probably start their consultations first. It is too
far-fetched to think about or discuss a BRICS FTA,
because there are too much hurdles in the way.
Taiwan naturally will do its best to complete the
ECFA package and consultations or negotiations with
other countries in the region. | have good reasons to
believe that, with your support and understanding,

Taiwan will do well, as it has always been.

Bih-jaw Lin is currently the Vice-president of
National Chengchi University and a professor in the
department of Diplomacy at National Chengchi

University.
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INTRODUCTION

The European sovereign debt crisis is an
ongoing financial crisis started in Europe from 2010
as the borrowing costs of the governments’ debts
kept on rising. It’s unclear now that when the crisis
will go to an end, as we haven’t seen any effective

measure to solve the crisis completely.

As EU is an important economic partner of
Vietnam, the bad developments of EU economy such
as sovereign debt crisis will have strong effects on
Vietnam economy through main channels including:
(1) Negative impacts on the world economy, as well
as on US, Japan and China’s economy as Vietnam’s
vital economic partners; (ii) Impacts on the structure
of export and import between Vietnam and EU; (iii)
Impacts on capital flows to Vietnam including FDI,
ODA and remittance; and (iv) Impacts on commodity

and service prices in Vietnam.

1. IMPACTS ON THE WORLD
ECONOMIC PROSPECTS

Lasting for nearly 3 years the debt crisis hasn’t
ended and caused huge impacts not only on the
European region but also on the world economy.
Because of the crisis, most European countries have
implemented austerity policies which resulted in the

decline in most economic activities (production,

investment, export and employment) and the
financial market instabilities, which in turn resulted
in European economic stagnation or recession.
Moreover, austerity policies were also the cause of

political instabilities in these economies.

Besides, European debt crisis also has large
impacts on the world economy. As one of the biggest
economies in the world, the serious decline in
production and import demand from Europe led to
the decline in production, export and investment
activities, which in turn resulted in the declined
commodity prices and increased unemployment in
most economies, including important economic
partners of the Europe such as US, Japan, China and
large  export-orientated emerging economies.
According to many international organizations, the
debt crisis is forecasted to continue to be the biggest
danger of global economic prospects in the medium

term.

As Vietnam has integrated more and more
widely and deeply in the world economy, the world
economic outlook in general and that of the Europe
in particular will have strong impacts on Vietnam’s

economic outlook.

2. IMPACTS ON VIETNAM’S
TRADE PROSPECTS
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As an open and export-oriented economy, the
debt crisis in Europe will have strong impacts on
Vietnam’s trade activities, particularly exports.
Because EU is the second largest export market of
Vietnam, the EU debt crisis will firstly have direct
impacts on Vietnam’s exporting activities to this
market. Besides, significant decline in demand from
EU, the most important target export market of the
global supply chains, will affect trade activities of
Vietnam’s important trade partners in East Asia
production network (including Japan, China,
ASEAN, etc), and the demand for Vietnam’exporting

products from those markets will be affected.

2.1 VIETNAM’S EXPORT AND
IMPORT SITUATION AND
TRENDS UNDER THE IMPACTS
OF EUROPEAN DEBT CRISIS

Vietnam’s trade with EU in recent years, which
was impacted strongly by three important milestones,
consisting of the Enterprise Law and Common
Investment Law in 2005, the accession of Vietnam
into WTO in 2007 and global financial crisis and
economic recession in 2008-2009, has gained high
growth rates and EU still maintained its position as
an important exporting partner of Vietnam, while
Vietnam’s position in EU’s market has also been
improved. From 2006 to 2011, the share of Vietnam’s
goods in total EU’s import goods increased from
0.5% to 0.8%, which helped Vietnam to improve its
position from 35™ largest EU’s importing partners in
2006 to 30™ in 2011. This share also increased to
0.9%, 0.9% and 1.2% respectively in Q1, Q2 and Q3
of 2012.

2.1.1 Vietnam’s trade in goods with EU by
content of production factor

Vietnam’s import and export activities with EU

in recent years have been affected slightly by the

global financial crisis and economic recession.
However, it has not been impacted much by the
European debt crisis. Regarding import of goods, the
European debt crisis may create opportunities for
Vietnam because the prices of high-technology
capital goods and intermediate goods tend to
decrease, which help Vietnam’s enterprises to
improve their competitiveness by importing this

commodity group.

Regarding the export of goods by content of

production factor, Figure 1 shows that Vietnam’s

exports of goods to EU has increased strongly,
particularly after Common Investment Law' (in 2005)
and Vietnam’s accession into WTO (2007). After
sharp decline in 2009 due to the financial crisis,
Vietnam’s exports to EU has increased significantly
due to increased exports of technology-intensive
goods (chemical goods, electronics, instruments and
aviation goods) thanks to large contribution from

FDI enterprises.

For exports structure by factor content, Figure

2 shows that Vietnam’s exports structure to EU saw
much improvement. While in 2001 (one year after
the Enterprise Law 2000 coming into effect), the
group of labor-intensive goods accounted for a large
proportion of 62% of Vietnam’s exports to EU, this
proportion reduced sharply to 55% in 2006 (one year
after the Enterprise Law 2005 and the Common
Investment Law coming into effect), 51% in 2008
(one year after Vietnam’s accession into WTO) and
35% in 2011. Meanwhile, the share of technology-
goods group has been continuously
improved — from 3% in 2001 to 6% in 2006, 8% in

2008 and 30% in 2011.

intensive

! Foreign Direct Investment (FDI) to Vietnam has
increased strongly, explaining Vietnam’s large export
value which is contributed largely by FDI’s enterprises
sector.
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Figure 1: Vietnam’s goods exports to EU by factor content (million dollars)

Not 2001
classified
Human- products Primary
capital ,17% products
intensive »11%
products

, 5%

Technolo

Natural-
resource
intensive
products
, 2%

7%

Technolog

y intensive

products,
8%

R gv, Unskilled
intensive labour
duct
pr03:/c N intensive
r e products
,62%
Not
i 2008
Human- classified
capital products, Primary
intensive 0y, products,
products, 23%

Natural-

resource

Unskilled
labour
intensive
oroducts,
51%

Source: Luong Van Khoi (2012).

Not 2006 Primary Natural-

classified products,  resource

Huﬁfn{ orocucts, 20% intensive
. 10% products,

intensive
products,

394

T%

Technolo
2y
intensive )
products, Unskilled
6% la bOLjr
ntensive
products,
55%
Not Natural-
Human- i 2011 ! ;
capital classified brmary FESOUICE
- products, :Jruduc?; intensive
8% " araducts,

Technclogy labour
intensive intensive
products, products,

30% 35%

products, 19%

6%

2%

Unskilled

Figure 2: Structure of Vietnam’s exports of goods to EU by factor content



38 % b 007

It can be seen that even when the European debt
crisis became worse in 2010-2011, Vietnam’s exports
to EU still increased strongly, and the structure of
Vietnam’s exports of goods to EU has been more and
more improved towards increasing the share of
technology-intensive ~ goods  thanks to  the
contribution of FDI enterprises and Vietnam’s cheap
labor cost advantage against neighboring countries
such as China which brought Vietnam the price

advantage in finished products.

Regarding import of goods by factor content,

Figure 3 shows that even in 2008 and 2009 when
Vietnam was strongly affected by the global financial
crisis, imports still increased due to increased
imports of primary goods, natural resource-intensive
goods and unclassified goods. Imports of technology-
intensive intensive

and human-capital goods

decreased slightly in this period, however it

increased strongly again in the following years.
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Figure 3: Vietnam’s imports of goods from EU by factor content (million dollars)

2.1.2 Trade supplementary level of
Vietnam’s products with EU

As mentioned above, Vietnam ranked 30™ in
EU’s largest trade partners. In some product groups,
the proportion of Vietnam’ goods in EU’s imports is
more noticeable, such as leather and shoes products
(group HS64-67, 11.9% in 2010), textiles (0.8%)-
apparels  (2.1%), (mainly

agriculture products

seafood and vegetable, 1.8%). With these advantage
products, Vietnam’s export products continued to
maintain and gain higher trade supplementary level
with EU market, from 38.265 in 2004 to 49.150 in
2009, and tends to catch up with the trade
supplementary level of other main markets for
Vietnam’s merchandise export such as US or Japan

(Tablel).
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Table 1: Trade supplementary levels of Vietham’s export products with other trade partners

2004 2005
With ASEAN 36.507 39.507
With China 29.642 30.891
With Korea 43.659 46.464
With Japan 51.260 54.103
With USA 44.125 46.458
With EU25 38.265 40.087

Source: Truong Pinh Tuyén et.al (2011).

With this characteristic of Vietnam’s exports, in
the early period of European debt crisis (2010-2011),
the weakening demand from EU did not really affect
Vietnam’s export activities. Vietnam’ main products
exported to EU were mostly cheap products and
essential consumer products, and because of this they
are the final products to be cut in European people’s
shopping list, and even became the substitutes for

more expensive products.

In terms of end-use purpose, Vietnam’s goods

exports increased sharply in 2011 due to the

2006 2007 2008 2009
42.342 44.170 46.824 46.894
34.178 35.589 41.536 36.370
47.939 46.562 47.407 43.115
56.639 55.599 56.683 53.250
49.385 51.783 53.220 51.778
42.236 44.501 48.057 49.150

increased exports of capital goods (from 1.393
billion USD in 2010 to 4.712 billion USD in 2011).
Consumer goods also grew rather strongly (from
7.938 billion USD in 2010 to 8.436 billion in 2011),
and continuously maintained its share of over 50% in
Vietnam export value to EU (Figure 4). Because of
this, Vietnam exports growth to EU increase sharply
in 2010-2012, with the growth rate increasing from
23.3% in 2010 to 45.4% in 2011, much higher than
Vietnam’s average export growth rate (33.3% in

2011).
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Figure 4: Vietnam goods exports to EU by end-use purpose (USD million)
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However, since late 2011, when the EU debt
crisis tended to be more serious and continuously
weaken their purchasing power, the decline trend of
Vietnam’s exporting growth was more clearly. In
2012, growth of Vietnam’s exports to EU market
was only 22.5% compared to high growth in 2011.
The decline of Vietnam main export products was
more tremendous. The growth of Vietnam’s textiles
and apparels export products was negative (-2.7%)
in the first half of 20127, seafood exports to EU
market declined -12.7% in the first 7 months of
2012°,

In contrast, the trade supplementary level of
EU’s export goods to Vietnam tended to increase
gradually in recent years (from 62.524 in 2004 to
71.650 in 2009), and supported imports growth
from EU to Vietnam. Table 2 compares the ability
of foreign export products in meeting Vietnam’s
demand through trade supplementary index. Goods
from EU better met Vietnam demand in 2004-2009.
Suprisingly, EU25 has highest trade supplementary
level, with the trade supplementary index increased
alsmost continuously from 62.5 in 2004 to 65.0 in

2007 and 71.7 in 2009.

Table 2: Trade supplementary levels of goods exported from Vietnamese trade partners to Vietnam
in the period of 2004-2009

2004 2005 2006

ASEAN 47.775 50.162

China 39.634 40.504

Korea 55.230 53.967

Japan 48.212 48.652

United

States 41.053 43.351

EU25 62.524 62.796

Source: Truong Dinh Tuyén et al. (2011).

Regarding Vietnam’s imports by end-use
purpose from European countries, imports of
imtermediate goods and capital goods were much
higher than that of other groups, especially the
consumer goods. In general, imports of both these
two groups increased in recent years, even in the
crisis period. Total imports of capital goods raised
strongly in 2007, probably as a result of Vietnam’s
accession to WTO, which improved the FDI flows
from European enterprises increased imports of
capital goods (Figure 5).

Regarding total value of Vietnamese import

goods from EU by end- use purpose, it can be seen

that capital goods dominated a large proportion and

2007 2008 2009
52.420 53.681 57.332 60.884
41.903 43.576 44.690 53.928
52.819 55.348 59.390 61.336
49.042 53.290 54.867 60.734
43.493 42.819 42.121 40.549
62.502 65.038 65.990 71.650

showed the upward trend from 2006 (Figure 6),
with the annual growth of 35.8% in 2001, 24.6% in
2006, 28.8% in 2008 and 31,2% in 2011.
Additionally, the intermediate goods group account
for the biggest proportion of 40%. However, the
consumer goods accounted only 20% and increased

modestly from 14.2% in 2001 to 17.4% in 2011.

This shows that the European sovereign debt
crisis may have positive effects on the improvement
of Vietnamese enterprises’ competitiveness as these
enterprises are equipped with high-tech capital

goods at lower prices.

* According to the data of Vietnam textile and apparel Association (VITAS)
3 According to data of Vietnam Association of seafood and exporter and producer (VASEP)
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Figure 5: Vietnamese import goods from Europe by end-use purpose (USD million)

2.2. IMPACTS ON WORLD TRADE

The negative impacts of EU debt crisis on the
world economy and other economies can be reflected
clearly in trade of goods and services. While world
trade in goods and services recoveried from the
global crisis in 2009 with the growth rate of 12.8%
in 2010, the EU debt crisis was one of the main
reasons of another decline in world trade growth to

5.9% in 2011 and 2.8% in 2012 (IMF, 1/2013).

The important EU trading partners which were
strongly affected by the EU debt crisis include US,
China and Japan, as these three countries together
accounted for more than 30% of total EU’s trade.
Because of this, if EU economies are further
weakend by the impact of EU debt crisis, these three
main trading partners will face a lot of difficulties.
According to NCEIF, about 20% of total US export
goods are exported to EU, in which up to 14% are
exported to the Eurozone. Although the US’s

exports of goods to EU declined in 2009 and

2010 and improved slightly in 2011 (Figure 6), the
share of US export to EU in total US exports tended
to declined significantly, especially during global
financial crisis and economic recession and recent
EU sovereign debt crisis (Figure 6). Although the

goods exported from China to EU accounted for the

largest share, its growth rate has declined.

As the EU soveregin debt crisis has been
worsening, the austerity policies will be maintained
in the next years. This will affect the main export

products of those countries to EU.

It can be seen that, the EU sovereign debt crisis
has a large impact on trade prospects of those
countries, which in turn affect their economic
prospects. The less optimistic or declined economic
growth rates of US, China and Japan’s economies in
turn will have certain impacts on Vietnam economy
because these are the large import and export markets
of Vietnam. Regarding China, the decline of external
demand, especially demand from EU for their goods

will affect Vietnam economic negatively. Firstly, the
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Figure 6: The proportion of goods exported from US, China and Japan to EU
in total exports of goods from those countries

structure of China’s merchandise export is similar to
Vietnam, so the competition pressure for their export
goods is large. Because of this, if the demand from
EU decline, Chinese companies will apply price
cutting strategy to maintain their market share and
put Vietnamese companies in higher competition
pressure in export markets. Secondly, because the
external demand declines sharply, Chinese domestic
stock of finished goods will be large, and their
enterprises will try to export these goods to Vietnam.
As a result, Vietnamese enterprises could lose their
competitiveness in the home market because Chinese
products have larger advantages in terms of price and
design. Thirdly, as Chinese domestic economy faces
difficulty, their government will likely put the job
creation priority on top. As a result, they will likely
support their enterprises to invest in neighbor
countries, including Vietnam, and bring Chinese
workers to Vietnam as well, which will put

Vietnam’s job market in a worse position.

Briefly, Vietnam economy has and will have

been sufferred sharply by historical international

financial crisis and economic recession, and current
debt crisis. The world economic prospects are less
optimistic in this year and the following year due to
the consequences of those crisis and current debt
crisis. Vietnam economic growth in 2012 was only
5.03%, lower than 5.89% of 2011 and even lower and
5.32% in 2009, and is the lowest growth in past 10
years. Because the world demand declined, the stock
of finished goods of Vietnamese enterprises
increased sharply, and enterprises faced a lot of
problems with increasing number of enterprises

suffering from bankcruptcy, shuting down and

perfunctory operation.

3. IMPACTS OF EUROPEAN
DEBT CRISIS ON PROSPECTS
OF INVESTMENT CAPITAL
FLOWS TO VIETNAM

Vietnam’s capital flows has been suffered strongly
from European debt crisis in recent years and this effects
will be maintaine in the next few years as the global

capital flows is projected to recover slowly. European
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debt crisis spread to Vietnam investment capital flows

mainly through the following channels:
(1) Foreign Direct Investment (FDI)

As Europe is a big investor in Vietnam, the debt
crisis which undermined European economies will
have strong effects on FDI flows to Vietnam. The
share of European FDI in Vietnam decreased from
18% of total registered FDI in Vietnam in 2009
($21.48 billion) to 11% of total ($14.7 billion) in
2011. This is equivalent to the decrease of over $2
billion on that period (from $3.86 billion to $1.6
billion). Besides, FDI inflows to Vietnam is facing
some disadvantages due to deteriorated investment
environment, including high inflation, weaken
domestic currency, rising labor costs and more
frequent strikes. Therefore, while other FDI inflows
into other ASEAN economies benefited from better

competitiveness against East Asian economies as

these economies faced rising labor and production

costs, Vietnam could not take this advantage. While
FDI inflows to other ASEAN economies, according
UNCTADSTAT, reached $117 billion in 2011, an
26% increase from 2010, FDI inflows to Vietnam
declined from $8,000 million in 2010 to $7,430 in
2011.

The crisis may also hamper the prospects of FDI
from Europe into Vietnam due to economic slow-
down in EU economies. This also endangers the
transfer of know-how and technology which is
essential for Vietnam’s medium and longer term
growth and development. However, with the
expected free trade agreement (FTA) between EU
and Vietnam in the near future, this negative effect
may be offset and a new wave of EU investors may

appear in Vietnam after the FTA is signed.

Besides, the crisis will also affect FDI in

Vietnam indirectly through its impacts on the global
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Figure 7: FDI inflows into ASEAN countries in 2008-2011 (million dollars)
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FDI prospects. Global FDI flows, after recovering
strongly in 2011 to $1.6 trillion, has decreased
strongly to $1.3 trillion in 2012 due to escalating
debt crisis. If the debt crisis in Europe intensifies and
lead to another financial global crisis, the prospect of
global FDI flows would beaffected much more
seriously. Considering risks to global FDI flows,
particularly debt crisis in Europe, UNCTAD (1/2013)
forecasted that FDI flows could rise moderately to
US$1.4 trillion in 2013 and US$1.6 trillion in 2014.
Because of this, Vietnam need improve its
investment environment strongly to prevent further

decline in FDI inflows.
(2) Official Development Assistance (ODA)

Fiscal consolidation plans have forced European
governments to cut spending, including ODA to
developing and least developed countries. In 2012,
UK announced the biggest cuts in budget spending
since World War II (£83 billion by 2014-15). In
France, there are plans to cut spending by €45 billion;
and in Germany there was unveiled drastic public
spending cuts of more than €80 billion. These cuts
might lead to declines in aid to developing countries,
adding to concerns in a context where several
European countries were already struggling to meet
aid targets after the global financial crisis. Latest
reports of OECD indicated that ODA from DAC
countries declined by 0.4% in 2012 following a
shaper decrease of 3% in 2011 due to the European
debt crisis 4 . OECD-DAC Survey on Donors’
Forward Spending Plans for 2012 to 2015 suggest
that bilateral aid from DAC members to developing
countries will grow at a mere 2% over the period
20112013, compared to the average of 8% per year

over the past three years.

* http://www.oecd.org/dac/stats/aidtopoorcountriessli
psf urtherasgovernmentstightenbudgets.htm

EU is a big ODA donor for Vietnam. Therefore,
fiscal consolidation in EU countries will lead to the
decline of EU’s ODA for Vietnam in the future. ODA
from the EU-15 fell -7.4% in 2012 compared to 2011
(OECD, 4/2013). Recently, UK has announced to
stop providing ODA for Vietnam from 2016 as
Vietnam has become a middle income country.
However, it may partly be the results of fiscal
consolidation plans of this country. EU’s registered
ODA for Vietnam has also dropped slightly from
$1.082 billion in 2010 to $972 million in 2011 and
$1.01 billion in 2012.

Besides, European debt crisis also affected ODA
for Vietnam through its impacts on global ODA. As
the crisis hampered the economies of other donor
countries, the total registered ODA for Vietnam has
also decreased from $8.06 billion in 2010 to $7.9
billion in 2011 and $7.4 billion in 2012.
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Source: Ministry of Planning and Investment, R.S.of
Vietnam.

Figure 8: Donor countries’ registered ODA for
Vietnam (billion dollars)

(3) Remittance flows

High unemployment rates associated to weak
economic activity in developed countries because
of the ongoing European debt crisis may translate
into fewer remittances to developing countries in
the coming years, which will lead to the decline of

remittance flows to Vietnam. According to the
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World Bank (2012), weak output and employment
have dampened remittance outflows from major
remittance senders in Europe such as the UK, Spain

and Italy (Figure 9).
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Source: IMF Balance of Payments

Figure 9: Weak remittance ouflows from
Western Europe

The impacts of European debt crisis and
sustained high unemployment rate in this area on
remittance flows to Vietnam have been felt in 2012.
The remittance flows to Vietnam was estimated by
an official at State Bank branch in Hochiminh city
to increase only slightly in 2012 to $9.2-9.5 billion.
Remittance flows to Vietnam in 2012 mostly come
from Taiwan, Japan, Malaysia and Korea, while
remittance flows from US and Europe was very
small. Moreover, the prospect of remittance flows
to Vietnam in the coming years is questionable as
total overseas workers in the first six months of
2012 declined by 6.248 people as compared with

the same period in 2011.

4. CONCLUSIONS

As a small and open economy, the
developments of word economy will have strong
impacts on Vietnam economy. The FEuropean
sovereign debt crisis has and will have negative
impacts on world economic prospect in general

through trade and capital flows.

Regarding trade sector, the European sovereign
debt crisis had both positive and negative effects on
Vietnam economy. In the period of 2010-2011,
because of high trade supplementary characteristics
of the Vietnamese and European markets, this crisis
only affected modestly the Vietnamese- European
foreign trade. However, entering 2012, the crisis
tended to become worse which resulted in
economic slowdown and other difficulties of the
world economy as well as important economic
partners of Vietnam, which had strong impacts on
Vietnam economy in general and Vietnam’s trade

growth in particular.

Regarding the impacts of the European
sovereign debt crisis on FDI, ODA and remittance
flows to Vietnam, the decline of global FDI in 2012,
the significant decline of European FDI in Vietnam
and deteriorated investment environment of
Vietnam were the reasons why FDI inflows to
Vietnam decreased from 2008 to 2012. Besides, as
EU is a big ODA donnor for Vietnam, the fiscal
consolidation plans have forced European
governments to cut spending will lead to the
decline of EU’s ODA for Vietnam in the future.
Finally, the stagnant economic growth and high
unemployment in Europe will also affect
remittance flows from EU to Vietnam in the

coming years.
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