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Institutional change to
economic performance
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Example of England

e Elizabeth I: all People must wear Mullen (16 century)
e William Lee /world of textiles

e William Lee (1589) : machines - opposition both in England and
France

Centralized institution became a obstacles for economic
performance

1620: Jame |: special royal interests

1629:Charles I: monopoly power and borrowing

1642: Oliver Cromwell leading parliament opposing royal power
1688: William of Orange: the victory of reformists

Change of economic institutions lead to change of political
institution

Acemonglu et al. Why Nation Fail (2012)
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Institutional chan ge for TR oy |
economic renovation in
Vietham

The process of economic reform has led to a marked ... CAGRfor 10 years
acceleration in GDP growth of Vietham
GDP per Capita

Percent
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Hinh 1.2 Tang trudng ngay cang dua vao y€u té dau vao san xudt nhiéu hon

Xét riéng tang trudng GDP thuc theo dong gop cia von, lao déng va nang suit cac yé&u tS téng hop (TFP), 1986-2010 (theo %)
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Nguén: CIEM (2010), USc tinh cho nam 2009 va 2010 do Ngan hang Thé gidgi thuc hién
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Economic growth model and
economic crises

ECONOMIC
GROWTH
MODEL

crises

Sources: Nguyen Duc Thanh (2012)
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/ Growth rate (Quarter-on-Quarter )

£~ Growth rate (Year-on-Year)
6.8

B 8.2

6.3

—-— e — -y,

58 57

5.3 s’

- e -

Source: GSO, World Bank staff estimates



IPAA 2014

N XS

THE SHAPE OF THINGS TO COME

- PAA N onaoNe
G rOWth and |nﬂat|0n: TR
25
20 199
//A\l&l
15
12.7 12.6
10 0%\ o3 o / \ /1'9 \

N\
6.6I I 6.5I i 2 7.

T T T T p . 6 T T T T T
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

2007 2008 2009 2010 2011 2012

Sources: GSO Vietnam (1995 - 2012)



What factors need to Al
% be change?

MOI TRUONG KINH DOANH/ YEU TO BEN NGO
BUSINESS ENVIRONMENT/EXTERNAL FACTORS
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QUAN LY/MANAGEMENT

HIEU QUA VA NANG LUC
CANH TRANH

EFFECIiency AND
COMPETITIVENESS
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competitiveness report 2013

Institutions
Innovation ___— § Infrastructure
Business D —X Macroeconomic
sophistication /~__ gr ~~ environment
Health and
Market size primary
education

Technological '«

readiness and training
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Financial market \’ Goods market

development efficiency

Labor market efficiency

—O— Vietnam —O— Factor-driven economies

Higher education
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GDP and TFP growth
rate from 1987 - 2011
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GDP growth and Linear

=== TFP growth and Linear
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growth between state and none state

ector

one State Sector State Sector

coefficient : 0.71 coefficient is only: 0.2
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URegulatory burden reduction (113/142)

U Reduce the cost of compliance,

U Fee and Tax reduction

uReduce under law permits and administrative
Intervention

UReducing monopoly, dominant market rather than
continue to maintain SOEs monopoly

ulncrease transparency and oversight, balancing by

other market forces
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e The institutional change process is going to be a reverse process of
resource allocation. The ability of high growth rate in the short and
medium term will not achieve the 5 year plan the government — The
question is whether the government and society are willing to
sacrifice short-term growth in order to achieve the objectives of
change.

e Changes in beneficiary . Those who lost benefits are those that are
associated with exiting institutional allocation of resources. — Often
they will hinder the process of restructuring, such reactions can not
support, resist, or will delay the institutional change.

e Change of encouraging industry today, that will not be encouraged
anymore. A part of the temporary workers will lose their jobs or have

to change the working skills = social security issues



