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Abstract: The Central Highlands region holds a particularly important strategic position in Vietnam.
It is considered a potential area for newly established enterprises (NEEs), but its entrepreneurs may face
more difficulties than in other regions. The paper analyzes some outstanding characteristics of NEEs in Cent-
ral Highlands in comparison to other regions, with the rate of NEEs tended to increase, but it was not stable.
NEEs in Central Highlands generally have limited points compared to other regions, such as: the majority of
startups are small business and microenterprises, lack of capital to invest in new technology, the rate of
young workers is low, the qualifications of many workers are limited, the ICT infrastructure and regional
links are still weak. The paper also proposes some solutions for Central Highlands to help its NEEs take ad-
vantage of opportunities and minimize the challenges brought about by the 4th industrial revolution.
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Introduction

The Central Highlands (Tay Nguyén) region of Vietnam consists of five provinces inclu-
ding: Dak Lak, Dak Nong, Gia Lai, Kon Tum, Lam Dong (Figure 1). Central Highlands have a gre-
at advantage in fertile soil, together with the diversity of climate and forest resources that give a
great potential in agriculture, forestry, and animal husbandry. Mineral resources in Central High-
lands are also quite diverse, numerous, and evenly distributed in the provinces.
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Fig. 1. Map of Central Highlands (Tay Nguyén) in Vietnam. Source: [ADB 2018: 3]
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Central Highlands is also a multiethnic and multicultural region. It is the residence of 47 eth-
nic groups, with many characteristics and nuances. The topography of Central Highlands varies
from high mountains to rich valleys, creating favorable conditions all year round. Therefore, this is
also the land with great potential and advantages to attract tourists.

In general, the Central Highlands region has many advantages but has not yet explored its
strengths. This region contributes about 7.33 % of the gross domestic product (GDP), according to
2011 data [Bach Hong Viet 2013: 688]. Compared to other regions, Central Highlands is still a less
developed region.

Therefore, clarifying the causes of this fact and proposing recommendations to overcome
this limitation, especially in the context of the 4th industrial revolution (IR 4.0) is essential.

Central Highlands is affirmed by the Communist Party of Vietnam (CPV) and the Govern-
ment as a region that holds a particularly important strategic position in the defense, security, envi-
ronment, and socioeconomic development of the country. The goal is to make it become a key eco-
nomic region. This task is more concerned in the rapid development of science and technology con-
text, when the world is witnessing stronger impact of the IR 4.0.

Enterprises play an important role in the Central Highlands provinces. According to 2017
data, the Central Highlands region has 13,349 operating businesses, accounting for 4.93 % of the to-
tal enterprises, creating jobs for 242,188 workers, accounting for 27.83 % of the total number of
employees at enterprises of the region [GSO 2018a: 86—87]. This rate is quite low compared to ot-
her regions, because many workers in the Central Highlands provinces are engaged in the agricultu-
ral sector. As of 2015, agriculture, forestry, and fisheries still account for 44.61 % of the total eco-
nomic structure of the Central Highlands provinces [MPI 2017: 19—20]. This shows that the poten-
tial development of businesses in the region is still very large, and the development of Central
Highlands is not fully exploited due to many limitations.

IR 4.0 can make breakthrough development of Central Highlands, improve the living stan-
dard of local people, including many ethnic minorities of the region.

The hypothesis of the study are:

HI: Is the Central Highlands region of Vietnam limited in terms of natural geographical con-
ditions, number and qualification of workers?

H2: Is the economic structure of Central Highlands of Vietnam limited and slowly improved?

Using national statistics and secondary data on businesses and NEEs in Vietnam recently,
this paper focuses on performance characteristics of NEEs of Central Highlands in the past few
years, in order to have better understanding about this kind of enterprises of Vietnam’s Central Hig-
hlands, its opportunities and challenges in the context of the IR 4.0, and make some recommendati-
ons for the Central Highlands provinces.

Literature review

The IR 4.0 is mentioned by many authors in the past few years, with the viewpoints that it
will bring about many changes, great impact on all areas and on a global scale. Typical research on
this issue is Schwab (2016), presenting key technological changes in the IR 4.0 and analyzing its
policy implications. Along this topic, UNIDO (2018), Christian Schroder (2016) analyzed the con-
cept of IR 4.0 and related issues, analyzed opportunities for companies in general, SMEs and star-
tups in particular.

In Vietnam, there have been many studies on IR 4.0. NAPA, LKYSPP, VIE (2018) focused
on analyzing the impact of IR 4.0 on Vietnam, especially the challenges for state governance that
requires changes to meet requirements of the new era. Yevgeni Kanayev, Nguyen Quang Thuong,
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Vi Thi Huong Hue (2019) stated that Vietnam needs to take urgent remedial measures to grasp the
emerging possibilities of the foundations for digitalization of businesses. Yevgeni Kanayev, Rebec-
ca Darnell, Dinh Le Hong Giang (2018) analyzed accumulated shortcomings of Vietnam higher
education system and the challenges on IR 4.0, especially its conservative mindset regarding the de-
velopment of human resources.

Beside a number of regular reports on the NEEs, there have been few studies analyzing the
opportunities and challenges of NEEs in the context of IR 4.0, most focusing on startups and using
NEEs-related data, due to Vietnamese regulations, startups are defined as enterprises that have an
operating period of no more than five years from the date of the first business registration certificate
[Prime Minister 2016: 2] and “it is impossible to separate the startup group from newly established
businesses” [Bui Nhat Quang 2017: 38].

Some reports used NEEs-related data to analyze policies to encourage the development of
startup enterprises in Vietnam in the context of IR 4.0 such as: Bui Nhat Quang (2017), GEM &
VCCI (2018). However, Economica (2017) analyzed the necessary factors to make Vietnam beco-
me a good land for startups based on the views and desires of individuals involved in starting a bu-
siness. Some authors focused on analyzing opportunities and challenges for the economy, especially
SMEs and startups in Vietnam. Phan Thi Ngoc Uyen (2017) believed that Vietnam startups are cur-
rently lacking of enterprises that directly apply modern technology production due to limited capi-
tal. Meanwhile, Bui Nhat Quang (2017) showed that the majority of Vietnam startups are small bu-
sinesses and microenterprises, not interested in the application of technology, have not enough wor-
kers with high scientific and technical qualifications.

The GEM & VCCI (2018) focused on analyzing the status of startups in Vietnam, with the
rate in the high value-added sectors are gradually improved, entrepreneurial ecosystem has develo-
ped in recent years. Meanwhile, the MPI (2018) analyzed startup activities in Vietnam with a more
favorable development, the rate of entrepreneurs with bachelor degree has increased, starting a busi-
ness at a younger age, have certain experience and business understanding.

There have not been many studies analyzing the impact of IR 4.0 on NEEs in Central High-
lands of Vietnam. Besides, some articles reviewed specific startups in the Central Highlands provin-
ces, a number of other papers analyzed the rapidly emerging startup trend in this region such as: Le
Nhuan (2018); Nguyen Phuc (2018). These papers focused on analyzing the potentials for starting a
business, the difficulties faced by entrepreneurs in the region and support measures of local govern-
ment agencies. In general, Central Highlands is considered a potential area for startups, but its ent-
repreneurs may face more difficulties than in other regions.

Situation of newly established enterprises in Central Highlands of Vietnam
in the context of the 4th industrial revolution

Central Highlands has an important position in terms of national defense, security, economy,
and society. However, due to the low economic starting point, the size of Central Highlands’ econo-
my is still small, so the positive changes of its economy in recent years, including the increase of
NEE:s, has not created enough force to improve its role in the national economy.

The most important feature of the IR 4.0 is the connection based on the innovation platform.
The IR 4.0 is seen as a revolution characterized by the convergence of biotech with real and virtual
digital technologies, that are rapidly and creatively applied to change the global economy, creating
new products and services, thus posing many opportunities and challenges for businesses in general
and NEEs in particular.
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Positive characteristics in the operation of newly established enterprises in Central
Highlands of Vietnam

NEEs in the Central Highlands region are tending to increase, although the growth is not
stable. The growth rate of newly established enterprises in Central Highlands in 2014, 2015, 2016,
and 2018 was lower than the overall growth rate of the whole countries in this period (Table 1). Ho-
wever, this rate in Central Highlands in 2017 reached 23 %, much higher than the national average
growth rate of 15.2 %.

Table 1. Growth rate of the number of NEEs by region of Vietnam, the 2014—2018 period (Unit: %)

Region 2014 2015 2016 2017 2018
Red River Delta -1,9 31,4 18,3 13,8 2,1
Northern midlands and mountain areas -1,6 28,4 14,0 26,4 -0,5
North Central and Central coastal areas —4,1 242 20,2 18,4 7,2
Central Highlands -5,2 —4.,6 8,6 23,0 -0,5
Southeast 0,4 27,8 15,4 14,0 4,0
Mekong River Delta -16,6 19,4 9.4 14,0 3,1
The country total 2,7 26,6 16,2 15,2 35

Source: [ABR 2014a], [ABR 2015a], [ABR 2016a], [ABR 2017a], [ABR 2018], [GSO 2018b].

The cause of this situation is due to the new legal framework, especially the 2014 Enterprise
Law, along with the Government’s solutions to support and encourage the development of busines-
ses nationwide. Therefore, the number of NEEs in all regions has increased in 2015, 2016 and 2017.

While the total number of enterprises in the Central Highlands region is still small, the range
of its development is fluctuated larger than that of other regions. Although in 2017, Central High-
lands had 3,236 NEEs, compared to 2,631 enterprises in 2016 (Table 2), but the number is still lo-
west compared to other regions in Vietnam [ABR 2017a]. In 2018, the number of NEEs slowed
down nationwide after reaching the peak [ABR 2018]. In that context, the number of NEEs in Cent-
ral Highlands decreased.

Table 2. Number of NEEs by region of Vietnam, 2016—2018 period (Unit: enterprises)

Region 2016 2017 2018
Red River Delta 33,453 38,075 38,873
Northern midlands and mountain areas 4,193 5,300 5,272
North Central and Central coastal areas 14,825 17,556 18,818
Central Highlands 2,631 3,236 3,219
Southeast 47,108 53,698 55,821
Mekong River Delta 7,890 8,994 9,272
The country total 110,100 126,859 131,275

Source: [ABR 2016b], [ABR 2017b], [ABR 2018], the authors’ calculations are based on data of
GSO 2018b.

Thus, the number of enterprises is tending to increase recently in the region, with about
2,600—3,200 NEEs each year. More else, the Central Highlands enterprises found potential in ap-
plying new and modern technologies into production and management, improving production capa-
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city, innovating products and services, reducing operation costs, meeting more accurately the custo-
mer needs.

In terms of dissolution businesses in 2016, 1,186 enterprises in Central Highlands were dis-
solved, increased by near three times compared to 2015. In 2016, the rate of dissolved enterprises in
the whole country increased strongly too, including the increase of 107.1 % in agriculture, forestry
and fishery, the highest rate among all sectors [ABR 2016b]. However, in 2017 and 2018 the pro-
portion of dissolved enterprises in Central Highlands decreased respectively. One of the main rea-
sons was that in 2017 and 2018 the proportion of dissolved enterprises in the agricultural sector of
the whole country changed -25.5 % and +4.5 % respectively, the lowest rate among all sectors in
the same period [ABR 2017b], [ABR 2018].

Some limitations in the operation of startup enterprises in Central Highlands

In general, the majority of NEEs in Central Highlands are small business and microenterpri-
ses with limited capital, so they have no capital to invest in new technologies. The average size of
NEE:s in the Central Highlands provinces in 2017 is 7.45 billion dongs, this figure is the lowest le-
vel compared to other regions at the same time and much lower than the national average of 10.21
billion dongs [ABR 2017a]. NEEs are limited in capital but they have to face many difficulties in
borrowing from banks due to strict demands, such as the need for businesses to have collateral and
healthy financial status, fulfill cumbersome procedures, and the possibility to use preferential inte-
rest rates only for a short time.

The proportion of workers in the Central Highlands’ enterprises in middle-age (31—45 years
old) and old-age (46—55) is at the second highest level compared to other regions of Vietnam
(Table 3). The group of young workers (16—30) in Central Highlands is lower compared to other
regions, according to 2017 data (Table 3).

Table 3. Structure of employees of Vietnam’s enterprises by age group and by provinces in 2017

Region <30 31—45 46—55 56—60 >60
Red River Delta 34,2 432 15,1 1,4 3,0
Northern midlands and mountain arcas 31,3 46,0 16,4 4,1 2,2
North Central and Central coastal areas 27,3 44,7 19,2 5,1 3,7
Central Highlands 28,5 45,5 18,7 4,5 2,7
Southeast 44,7 39,7 11,2 2,6 1,7
Mekong River Delta 30,3 42,0 18,6 49 4,1
The country total 35,2 42,7 15,3 4,0 2.8

Source: [GSO 2018a: 99].

The proportion of workers having the bachelor degree from universities in Central Highlands
is relatively high compared to other regions, namely 19.7 % in 2017, while the national average is
only 18.4 % at the same period. However, 37.1 % of workers in Central Highlands are untrained
compared to 29.7 % as the national average (Table 4).

This fact shows that the technical and professional qualifications of many workers in this re-
gion are still low, the proportion of untrained labor is still higher than the average level of the whole
country, the ability to adapt is still limited, the qualifications do not meet the market requirements
in terms of foreign language and professional skills. This is also an obstacle for businesses in apply-
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ing new technologies, promoting the creative capabilities of workers to minimize challenges, trans-
forming ideas into real products and being succeed in the market.

Table 4. Structure of employees of Vietnam’s enterprises by qualification and by provinces

Trained | Primary Interme-
Qualification Untrai- under 3 | vocatio- dlat.e vo- College Unfver— Post-gra- Others
ned cational sity duate
months | nal level
level

Red River Delta 24,0 16,9 9,0 10,8 7,5 20,2 2,2 9,4
Northern midlands and mountain 30,1 11,1 10,7 14,7 8,0 18,5 1,3 5,6
areas
North Central and Central coastal 36,7 9,5 8,1 11,6 6,6 17,6 1,3 8,6
areas
Central Highlands 37,1 7,3 5,4 13,2 6,4 19,7 1,3 9,6
Southeast 25,8 15,4 10,2 9,8 7,1 17,1 1,3 13,4
Mekong River Delta 439 11,9 5,5 8,4 3,5 13,7 1,0 12,1
The country total 29,7 13,7 8.8 10,7 6,7 18,4 1,6 10,4

Source: [GSO 2018a: 105].

The ICT infrastructure in the Central Highlands region has developed considerably in recent
years. However, some provinces in Central Highlands are in difficult economic and natural conditi-
ons which are not favorable for the development of ICT infrastructure. Only Lam Dong is in the top
15 provinces (in total of 63 ones) with the highest index for the development and application of ICT
(according to the Report on Vietnam ICT Index), while Dak Lak is ranked in the middle group, alt-
hough in some years it was in the lower group of this index. The other three provinces (Gia Lai,
Dak Nong, Kon Tum) regularly ranked in the bottom group compared to other provinces in Viet-
nam. [MIC & VAIP 2014: 50—52], [MIC & VAIP 2015: 13—15], [MIC & VAIP 2016: 58—59],
[MIC & VAIP 2017: 16—17], [MIC & VAIP 2018: 16—18]

In addition, the linkage between Central Highlands and other regions is still weak, there is
lack of infrastructure and linkage planning, clear legal framework, binding mechanisms and institu-
tions. On the other hand, there is no close connection between enterprises in order to develop and
enhance competitiveness, no good connection between components in the entrepreneurial ecosys-
tem including businesses, universities, research institutions, venture capital funds and support orga-
nizations. Therefore, NEEs’ activities have not been closely associated with the training, scien-
ce-technology application and knowledge transfer, and there is no unified infrastructure to promote
the comparative advantages of localities on special ecological and culture characteristics, advanta-
ges of natural conditions to develop local and regional products.

Some recommendations for the Central Highlands provinces

For helping NEEs in Central Highlands be able to take advantage of opportunities and limit
challenges in the context of the IR 4.0, strong solutions are needed to be implemented at different
levels.

The provinces in Central Highlands need to review their strategies and action programs, pro-
pose plans and key tasks to implement appropriately with the development of the IR 4.0, pursuant
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to the Vietnam Prime Minister’s Directive No.16/CT-TTg dated May 4th, 2017 on enhancing the
capacity to access the 4th industrial revolution. One of the main contents of this Directive is the re-
quest of Prime Minister to focus on promoting the national innovative entrepreneurial ecosystem.

Some specific solutions need to be implemented as follows:

First, it is necessary to raise awareness of leaders of local agencies, businesses and people in
the region about the IR 4.0. Providing information and strengthening communication to create a
right understanding and awareness of the nature, characteristics, opportunities and challenges of the
IR 4.0 for each individual, helping them have appropriate and effective approach and solution.

Second, renewing the curriculum content and methods of education and vocational training
to update the programs with digital technology. Education and training institutions should analyze
future market needs, create opportunities for students to apply practical skills to improve their
knowledge, skills and self-discipline. NEEs need to set up recruitment strategies to attract talents.
Workers also need to actively learn the new knowledge of digital technology, equip necessary skills
to increase their own competitiveness.

Third, provinces in the Central Highlands region need to renew investment and funding mec-
hanisms for research and development; propose policies and measures to strongly develop innovati-
ve NEEs and startups, support startup projects with technology application, focus on promoting in-
novative entrepreneurial ecosystem toward implementing specific and suitable solutions, creating
favorable conditions to apply technologies on production, especially in advantages sectors such as
agriculture, forestry, pharmaceuticals, and tourism.

Fourth, it is necessary to have a common development strategy of the whole Central High-
lands toward the IR 4.0 and the knowledge economy to strengthen the connection between all the
components of the entrepreneurial ecosystem, to support entrepreneurial activities in Central High-
lands, to promote the development of NEEs and startups associated with training and transferring
knowledge, science and technology in the region, to turn ideas into real products, to improve eco-
systems and market conditions.

Conclusion

NEEs in Central Highlands are growing, but they are facing many challenges in the context
of IR 4.0. The Central Highlands region is affirmed by the Communist Party and the government of
Vietnam as a region of strategic importance, and is considered to have many untapped potentials. In
order to support NEEs in Central Highlands to take advantage of opportunities and limit challenges
in the context of the IR 4.0, strong solutions need to be implemented at different levels. One of the
most important areas is the human resources, which should be focused through education and trai-
ning to develop the capacity for taking complex jobs that require advanced levels of knowledge and
skills, creative and difficult to automate.
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By Txwou Yaunr, luns Manb Tyan

OIIEPAIMOHHBIE XAPAKTEPUCTUKU
BHOBB CO3JIAHHBIX ITPEIIPUSTUIA
HA HEHTPAJIBHOM IIVIATO
B KOHTEKCTE YETBEPTOM MNPOMBINIJIEHHOM
PEBOJIIOIIUHN

Annoranus. Pernon LleHTpanbHOro 11aTo 3aHUMaeT OCOOEHHO Ba)KHOE CTPATErHUEcKoe MOJI0Ke-
Hue Bo BeerHame. OH cunTaercst OiaronpusiTHBIM MECTOM JIJIsl BHOBB co3/1aBaeMbix npennpustuii (BCID),
HO MIPEANPUHUMATENN MOTYT CTOJIKHYTHCS 37IECh C OOJIBIIMMHU TPYTHOCTSAMH, Y€M B IPYTHX perHoHaX. ABTO-
pBI aHaMM3UPYIOT crienuduaeckne xapakrepuctuku BCII va L{eHTpanpHOM TI1aTO 1O CPAaBHEHHIO C IPYTHMHU
peruoHamu, orMedasi, uro koiaudectso BCII, kak npaBmiio, Bo3pacraino, HO HECTaOMIbHO. BhieneHsl Takke
cyiabble MecTa 10 CPaBHEHUIO C APYTHMMHU PETHOHAMM, HAlpUMep: OOJBIIMHCTBO CTApPTAIllOB — 3TO MaJlble U
MHKPOIPEANPUATHS, Y HUX HE XBaTaeT KaluTaja sl HHBECTUPOBAHUS B HOBBIE TEXHOJIOTMH, HU3Ka JOJIS
MOJIOJIBIX COTPYAHMKOB, OTpaHUYEHA KBAJM(HUKAINI MHOTUX paOOTHHUKOB, ci1a0dbl nHppacTpykrypa UKT u
pernoHalbHbIE CBSI3U. B cTaThe mpeiararoTcst HEKOTOphIE pemeHus, npu3Banublie momods BCII ucnomns3o-
BaTh BO3MOKHOCTH ¥ MUHHMHU3UPOBATh [IPOOJIeMbl, BbI3BaHHbIE UeTBEpTON MPOMBIIUICHHON PEBOJIOHEH.

KuaroueBble c10Ba: MpoMbIIIJIEHHAs! PEBOJIIOLIMS, BHOBb CO3/1aBaeMble MpeanpusaTus, LlenTpaisHoe
miato, BeeTHam.
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