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The current economic development is the process of improving the physical and spiritual living conditions for people
through the production of material wealth and the improvement of social relations as well as the improvement of
cultural quality. In recent years, Vietnam showed robust growth in terms of economic development, along with the
fast pace of urbanization and population increase. However, the economic growth has led to serious problems
relating to the environment, such as the pollution of the air, water, and soil, which hugely affected the quality of
human life. The Environmental Kuznets Curve (EKC) implied that a country with strong economic background
shifting to industrialization or mechanization of agriculture will have positive GDP and the environmental damage
level will decrease. The analysis and assessment showed that the environmental problems caused by economic
activities are: air pollution in the urban area still maintained at high level; water pollution in rivers and limited fresh

water supply; and the soil pollution and declining water supply underneath soil are developing.
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Introduction

After impressive results in 2018, Vietnam’s economy continued to be strong in 2019. The fast growth of
economic development nowadays led to an increasing need of natural resources, higher living quality,
technology, and a healthy environment. According to the General Statistics Office, in 2019, the GDP’s growth
reached 6.79%. Within the general growth, the industrial and construction sectors increased at 8.63%—the
highest rate amongst the sectors. The service sector and the agro-forestry-fisheries sector kept their momentum
with upsurges of 6.5% and 2.68%, respectively. It is expected that under the management of the government,
this year’s growth target at 6.6%-6.8% is still reachable.

Besides the positive results of Vietnam’s economy, the environment is also facing many challenges and
pressures due to the impact of economic market in the development process. This report will tackle the
influences of economic development in Vietnam on the environment regarding three domains: air pollution,
water pollution, and soil pollution, since they are the essential natural resources of future people.

Compared to renewable resources, non-renewable resources, such as metals, ores, petroleum, and gas do
not need much land use to exploit. However, exploiting these resources can contaminate water resources,
destroy the ecological environment, and create exhaustion that is no longer able to exploit for future
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generations. The impacts on the environment when exploiting natural resources is also reflected in the aspects
of economic activities, such as energy and water consumption, depleting ecological environment in rivers and
seabeds. Therefore, to limit the negative effects of resources, it is suggested that Vietnam needs to provide
better policies for environmental impact assessment, environmental management, for efficient and sustainable
exploitation.
Summary of findings is:

* The economy of Vietnam witnessed a massive growth in GDP and the foreign investment market has been
more developing than before.

» Despite the success of economic growth in the past has produced many benefits, it also raised awareness
of degradation of ecosystems and environment.

* Some environmental impacts are examined in the context of growth in economic activities, such as air
pollution, water pollution, and soil pollution.

Different Views on the Relationship Between the Economic Growth and the Environment

There are various perspectives about the relationship of economic growth and the environment. According
to the Environmental Kuznets Curve (EKC), the graph describes the relationship between the economic
development and the environment’s health. The vertical axis is considered as the damage level of environment,
while the X-axis describes the population income per capita.
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Figure 1. Environmental Kuznets Curve (Source: Economic Growth and the Environment, 2010).

In this theory, a country with strong economic background shifting to industrialization or mechanization of
agriculture will have positive GDP and the environmental damage level will decrease. On the other hand, as at
low GDP or negative GDP growth rate, the inequality is expected to increase.

There are other views on the economy-environment relationship. Arrow et al. (1996) said that small
changes causing catastrophic damage focusing on the delivery from economic growth to environmental
outcomes could be counter-productive, which is unlikely. For example, Dietz (2000) suggested that in the
context of biodiversity, the increasing spending on maintaining species diversity will not be able to regenerate
extinct species. Stern (2006) also pointed that the international competition could change the relationship
between economic growth and the environment. The international competition could lead to increasing
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environmental damage, for example, developed countries start to bring their polluting activities, like moving

industrial areas to developing countries. This model is called “race to the bottom”.
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Figure 2. Different views on the economic growth and environment relationship (Source: Economic Growth and the
Environment, 2010).

Current Vietnam Economic Situation
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Figure 3. Economic cycle analysis (Source: GSO Vietnam).

From 2000 to present day, Vietnam’s economy cycle can be divided into four stages as followings:

Phase 1: In 2000, Vietnam ratified the Bilateral Trade Agreement with the USA, marking a new age of the
country’s global economic integration. The expected accession of Vietham to WTO helped to assure the
positive market prospects over the period. During this phase, Vietham welcomed a sizeable number of foreign
direct investment (FDI) deals project, of that the majority of the FDI went into the real estate segment.

Phase 2: The stock market dropped from 1,200 to below 300 points, high inflation of nearly 20% in 2008,
financial crisis led to the breakdown in the banking industry from 2008 to 2010. Similarly, the real estate
market experienced the “bubble” in 2007-2009. GDP growth rate notably decreased in 2008 and 2009. On top
of it, the base rate, as well as rediscounting rate and refinancing rate, hiked sharply in 2008 and 2009.

Phase 3: Government loosened its fiscal and monetary policies as a means to tackle economic issues from
2009—tax incentives in the first half of 2009 helped buoy rally. GDP recovered in 2010, and interest rates
decreased significantly. However, in 2011, interest rates/inflation increased to almost the level seen in 2008.
Cause of too high inflation compared to target (< 7%) was due to the inevitable consequence of overextension
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of the money supply and credit growth in the previous stage and partly from the lack of proactive in operating
monetary policy.

Phase 4: As of end-2015, the positive GDP growth rate reached 6.68% and this increase is expected to
remain at 6.7% in 2017. Currency rate was also more stabilized in this period than in previous economic periods.
Interest rates/inflation got the lowest level in a decade. In January 2016, ASEAN Economic Community (AEC)
was officially formed, believed to highlight Vietnam’s economy as well as other economies in the region.

Looking forward, the GDP in Vietnam is likely to remain flat by 2020 with positive growth rate. In the
economic cycle life, the economic growth implies an increase in the amount of products and services through
the development economic activities.

Whilst positive GDP reflects a healthy economy, the foreign direct investment (FDI) showed the interest
level of enterprises or industry that present in the economy in the investment activities. According to Foreign
Investment Agency (FIA) Vietnam, in 2018, regarding the 17 investment industries, processing and
manufacturing sector continued its leading place, attracting USD 11.3 billion and accounting for 44.6% of total
capital. The real estate and retail sector followed up in second and third place with USD 5.8 billion and USD
2.1 billion, respectively.

The Impacts of Economic Development on the Environmental Changes

Air Pollution

According to the General Statistics Office, in 2017, the number of population in Vietnam surpassed more
than 93.7 million people, which increased by more than 4.5 million people. The increasing number of
population, in tandem with the transportation, the construction, and industrial activities has triggered air
pollution problems. In addition, the expansion and new set-up of industrial parks near the urban area also harm
the environment, causing air pollution in urban areas. According to FIA Vietnam, the proportion of FDI
pledged into the manufacturing accounting for 45% in 2018. In particular, there are about 283 industrial parks
with more than 550,000 m® of waste water per day and night. Most of polluted air from industrial parks are NO,,
S0,, CO, etc., of which the emissions, such as NO,, SO,, and total suspended particles (TSP) are largely
contributed to the total polluted air.

Water Pollution and Limited Fresh Water Supply

Compared to the rapid urbanization in Vietnam, the water supply has not met demand of the population in
the urban area. In 2016, the Ministry of Natural Resources and Environment announced that 40% of total water
supply in urban area in each year is exploited from underneath the soil. Because of the overexploitation and
unreasonable use of water supply, many urban cities in Vietnam is lacking water underneath the soil, such as
Vinh Yen (Vinh Phuc), Hanoi, Ho Chi Minh, and Soc Trang.

Water pollution is a negative change of the physical and biological of water, with the appearance of
substances in liquid and solid form that make the water become harmful to humans and creature. Considering
the speed of spread and the scale of influence, water pollution is a more worrying issue than soil pollution.

Soil Pollution
The soil environmental quality in the urban cities are increasing polluted due to the outsource polluting

from human activities. Currently, there are about 76% of industrial parks having waste treatment system and
this polluted water absorbed in the soil. In 2015, the total area of landfill area is 12,260 ha, accounted for 0.3%
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of total area in non-industry land, increased 4,390 ha compared to 2010. However, the landfill area has not met
the demand.

nghin ha

25

05 4

Trung du vamin Dingbingstng Bdc Trung BA va Tay Nguyén DangNam B8  Blngbing stng
ndl phia Béc Hbng Duyén hai mién Clru Long
Trung

Figure 4. Landfill area in Vietnam by region (Source: Ministry of Natural Resources and Environment, 2015).

Soil environment in some urban areas is also affected by the activities of production and commercial
construction, hospitals, medical facilities, etc. According to the Decision 64/2003/QD-TTg, there are 26
organizations causing serious environmental pollution. Most of them are textile, cement, chemistry, and oil
industry, which are forced to leave urban areas of 13 provinces. In 2013, this number increased, with 34
organizations forced to leave 15 provinces or having solution to improve the environment.

Conclusion

Along with the fast pace of economic growth, the pressure from development activities puts pressure on
urban areas in Vietnam. In terms of the economic analysis, Vietham’s economy in 2018 flourished with the
GDP growth in 2018 reached 7.08% compared to 2017—the highest increase in 11 years. The quality of growth
and business environment has been improved, with newly established businesses increased sharply. The
macroeconomic foundation is strengthened and gradually enhanced.

The report also provided some perspectives about the linkages between economic development and the
environmental changes. The analysis showed that the GDP is a main contributor to the environmental damage
and vice versa. Meanwhile, some other views pointed that economic growth to environmental outcomes could
be counter-productive, or the international competition could lead to increasing environmental damage.
However, different perspectives of the relationship between economic growth and environment supposed that
the environmental changes are impacted by economic activities in line with the rapid growth of population and
urbanization.

The analysis showed that the environmental problems caused by economic activities are: air pollution in
the urban area still maintained at high level; water pollution in rivers and limited fresh water supply; and the
soil pollution and declining water supply underneath soil are prevailing. The pollution in urban area not only
impacts on human well-being, but also leads to the negative economic situation, environmental landscape, and
environmental conflicts.
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