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I. Introduction

The global value chain (GVC) has formed and dominated most of commercial activities recently
along with science and technology development and integration trends. GVC brings both op-
portunities as well as challenges for all countries, contributing to boosting each country’s trade
advantages. With the business world changing rapidly, the theory of dynamic capabilities is men-
tioned as the basis for creating competitive advantages and bringing business efficiency. The
Covid 19 pandemic and recent major events in the global economy and politics are creating new
impetus to accelerate the trend of restructuring GVCs. It also sets an urgent requirement for Viet-
namese businesses to improve their long-term and sustainable competitiveness to seize opportu-
nities and upstream positions in GVC. In that context, the theory of dynamic capacity - reflecting
the ability of businesses to integrate, build, and reconfigure internal and external competences to
address rapidly changing environments - is becoming the most important factor. Therefore, the
overall assessment of dynamic capabilities as well as determining the current position of Vietnam
businesses in GVC is extremely necessary in the new development period.

Based on an overview and survey of about 500 businesses operated in the manufacturing,
processing industries and have import-export activities, this study identified the position of Viet-
nam businesses in the global value chain, build a framework for assessing dynamic capabilities for
businesses. It also reviewing policies and proposing solutions to promote Vietnamese businesses
to improve their dynamic capabilities and its position in the global value chain.

Il. Dynamic Capabilities assessment framework

Through the overview study, the research team has developed dynamic capabilities framework
including 7 components as follow: (1) Market sensing capability; (2) Dynamic seizing capability;
(3) Dynamic Adaptability; (4) Learning Orientation and application; (5) Networking capability; (6)
Innovation capability; and (7) Supply Chain Risk Management.

lll. The current situation of dynamic capabilities of Vietnamese businesses

When assessing a business through its dynamic capabilities, it can evaluated the ability of busi-
nesses to integrate, build, and reconfigure internal and external competences to not only address
rapidly changing environments but also take advantage of market opportunities to enhance busi-
ness efficiency and competitive capacity. Through a survey of about 500 businesses operated in
the manufacturing, processing industries and have import-export activities, this study showed
optimistic results with most of the criteria belonging to 7 groups in the dynamic capabilities
framework. The survey results on the 5 point - Likert scale show that the majority of businesses
self-assess themselves at the average level (3) or good level (4), in which the good level is higher.
In addition, there are very few businesses that rate themselves at low (2) or very low (1) levels. The
criteria of Learning Orientation and application are rated by businesses at the highest level com-
pared to the remaining capabilities, with the mean score on the 5 point - Likert at 3.70 points. On
the other hand, the criteria of the innovation capability are rated by businesses at a lower level
relative to the remaining capabilities, with the mean score on the 5 point - Likert at 3,46 points. In
addition, the survey results also show that dynamic capabilities of businesses tends to be directly
proportional to the size of the enterprise when all 7 components of dynamic capabilities frame-
work of large businesses are higher than those of small and medium businesses. Considering the
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type of enterprise, the FDI business sector have higher dynamic capabilities than the private sec-
tor, when FDI businesses have higher score in 6 over 7 components of dynamic capabilities than
those in private sector businesses, except innovation capability.

IV. Positioning Vietnam businesses in the global value chain

For more than 30 years, Vietnam has increasingly opened its economy, from a closed econ-
omy to one of the most integrated economies in the world, emerging as an economy with the
leading export and import capacity in the region and the world: the total value of import and
export turnover of goods in 2021 reached a record of 668.5 billion USD, up to 22.6% over the pre-
vious year, putting Vietnam in the group of 20 leading economies in terms of international trade;
recorded the 6th consecutive year of success in maintaining the trade surplus of the economy.

In addition, Vietnam is also considered as an important manufacturing center in Southeast
Asia. According to the OECD, in the period from 2010 to 2018, the total value added in export
goods and services of Vietnam has tripled, in which, the Funding Value Adjustment of product
consumption from Vietnam'’s GVC (FVA) increased by 3.6 times and the value of products sup-
plied to GVC (DVX value) of Vietnam increased by 2.7 times in the period 2010-2018.

Vietnam'’s GVC participation rate increased from 52.1% to 62.1% from 2010 to 2018 reflecting
an develop in GVC participation, supported by an increase in the FVA rate from 42 .8% to 51.1%,
offsetting the decline in the DVX ratio, from 12.3% to 11%. With the results of 2018, Vietnam has
on of the highest GVC participation rate in the ASEAN region, just behind Singapore and Brunei,
and even higher than China, Korea, Japan, the US, and Brazil. However, the share of FVA in total
exports is much higher than that of DVX, showing that Vietnam is increasingly participating in
GVC as backward participation rather than forward participation. GVC’s forward participation
rate is only approximately 0.6 times that of China; 0.5 times Korea; 0.4 times of the US and Japan;
in contrast, the rate of backward participation in GVC of Vietnam is 5.4 times higher than that of
the US; 3 times higher than that of China and Japan; 1.6 times higher than that of Korea.

Among the stages of production chain, the survey results show that businesses focus main-
ly on the stages of distribution (35.3%), production of raw materials and accessories (34.5%),
research and development (33.2%) and assembling (30%), of which raw material production,
assembly and distribution are the midstream stages, bringing the lowest added value in the
value chain. There are few businesses can take on stages such as marketing and branding
(accounting for 17.4% and 16.8% respectively). This is one of the main reasons why Vietnam
businesses do not have much of global brands, and their positions are still low in value chains
in regional and global markets.

About half of the businesses participating in the survey set goals when joining in GVC, in which
they mainly expect to create their trademark in the market (66.7%), become high-level suppliers
in the value chain (60.1%) or derive more value from the value chain (55.1%). However, most of
the goals set by businesses are only at the level of ideas and desires, but have not been put into
practice. Up to 64.7% of businesses have not prepared anything when participating in GVC and
15.3% have only launched an overall long-term oriented strategy for more than 5 years, only less
than 5% of businesses have embarked on implementing specific actions. The survey results show
that in the current state of lack of initiative and preparation of Vietnam business, it is very difficult
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to take advantage of opportunities in GVCs to create leaps and bounds for businesses.

The survey results also show that business plans focus mostly on improving product qual-
ity (99%), enhancing market expansion (97.1%), improving understanding of the value chain
(95.2%), while less focus on the activities of preparing high-quality human resources (85.6%), im-
proving science and technology capability (84.6%), and mobilizing financial resources (78.8 %).

In general, businesses self-assess their ability to meet the requirements of partners in GVC at
the average threshold with a rate of 57-60%. In which, businesses show their higher ability when
meeting regulations on human rights, labor and employment; regulations on social responsi-
bility; regulations on safety, environmental sanitation and volume of orders, while having more
difficulty in delivery time requirements ; and standards & technical requirements.

In the process of participating in GVC, businesses have been receiving support in many forms.
In general, for businesses that received support, the most support comes from business asso-
ciations and partners in the chain, followed by support from State agencies and the last one
from the international organizations. However, in terms of financing support, the State plays the
most important role with 34.6% comes from the State’s source, much higher than that of other
sources. Business association proved to be important role of businesses networking and expand-
ing markets, with approximately 35-38% among businesses that received support. In terms of
technology transfer and application as well as research and development, international orga-
nizations have proven their better role, contributing to support for about 22-24% of businesses
received support.

V. Evaluate the State’s policies and programs to improve capacity and support businesses
to participate more effectively in the global value chain

In recent times, the State’s policies and programs have covered almost all the different aspects
that businesses need to be supported in improving their dynamic capacity and their position in
the global value chain. In addtion, forms of support are also more diverse in terms of methods,
objects and partners. Many businesses have approached the policy and received support from
several sources such as the State, business associations and international organizations. How-
ever, the State’s policies and programs still have some limitations such as: Lack of coordination
among parties in policy formulation and issuance; The impact assessment of the policy has not
been done well; Many policies have been issued slowly or promulgated but have not yet reached
businesses. Nearly half of businesses participating in the survey answered that they had difficul-
ties in accessing policies due to lack of information, more than one-third of businesses said that
the beneficiary procedure was complicated, nearly a quarter of businesses said that supportive
policies does not match the needs of the business.

VI. Recommendations

Policy recommendations to the State: There should be synchronous coordination between the
parties in the development and implementation of policies to support businesses to participate in
the global value chain. In addition, businesses also expect the State to fully and promptly imple-
ment solutions to improve capacity and support businesses to participate more effectively in the
global value chain. At the same time, At the same time, the State also needs to be more effective in
assessing the impact of policies, and must define and carry out policy assessment as a mandatory




in the policy cycle. Finally, businesses also expect the State to build a platform to help busi-
nesses participate more effectively in the global value chain, including supporting businesses
to easily access policies, laws or markets information as well as access and accumulate capital
sources, improve the quality of human resources and strengthen linkages and participation in
global value chains.

Recommendations for businesses: Businesses need to be more proactive and have a plan to al-
locate resources appropriately for capacity building, and to participate more effectively in the
global value chain. At the same time, leading businesses in the chain need to promote their role in
supporting other businesses in technology and training employees to help them participate more
effectively in the value chain.

Recommendations to business associations and other supporting organizations: Business associa-
tions and supporting organizations need to be more active and creative in activities connecting
large enterprises, FDI enterprises with their member businesses, and among members to increase
business opportunities and cooperation. Moreover, business associations and other supporting
organizations also need to focus on fostering and improving knowledge, skills and operational
methods suitable to the characteristics of a socio-professional organization. In addition, they also
need to act as a bridge to promote multilateral cooperation to enhance capacity and support
Vietnam businesses in the global value chain.
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