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Vietnam’s aggressive policy of urging Chinese and global com-
panies to shift capacity to its shores and hedge their bets has
been a key factor in why it has done better under its China Plus
one strategy than India. The success of the Vietnam story has
been noted by US ambassador to India Eric Garcetti who in a
recent speech to the Indo- American Chambers of Commerce
pointed out that FDI to India was not flowing at the pace it
should. Instead, it was going to Vietnam as India had numerous
regulatory and taxation hurdles.

In the first eleven months of CY23, investment from China
and Hong Kong combined (Greater China) to Vietnam reached
$8.29 billion, according to government data. That is double the
figure for last year for the same period, making them the largest
investor in Vietnam and accounting for over 30 per cent of total
foreign investment.
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As to non-Chinese
companies  shifting
their bets from China, it’s
a mixed bag. A study by
the Japan External Trade
Organisation of the peri-
od up to September 2022
said that 60 per cent of
Japanese companies
were planning to expand
their operations to
Vietnam in the next one
to two years. But a report
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by the Rhodium group
estimated that US and
European companies
have moved investments
away from China to
developing countries and India received the bulk of this redi-
rected capital, followed by Mexico and Vietnam. The value of
greenfield investments in India shot up by $60 billion, or 400
per cent between 2022 vs 2021.

In crucial high tech areas, India is quickly catching up with
Vietnam as an alternative to China, even in mobile phones
where it is 15 years behind Vietnam. Vietnam exports of mobile
phones and components in CY23 — dominated by Samsung —
are at around $48 billion between January-November 2023.
Samsung started shifting from China to Vietnam in 2009. India’s
mobile exports in 2019 were negligible.

But now they have hit $14 billion (led by Apple) in 2023, up
from $94 billion in 2022 while Vietnam’s exports have gone
down in 2023 compared to 2022 by over $6 billion till November.
In total production value (domestic and exports), the ICEA
points out India will touch $50 billion in FY24, overtaking
Vietnam for the first time.

India has already overtaken Vietnam to become the second
largest in terms of volumes last year.
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