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Preface to the Final Report, Phase 1

This study was proposed after consultation with Viet Nam’s Prime Minister Vo Van Kiet and Vietnamese
officials when a high level Mission of (he Japanese government on Economic and Technical Cooperation
visited Viet Nam in October 1994. A format agreement was reached during Party Secretary-General Do
Muoi's official visit to Japan in April 1995 {o carry out the study as part of Japan’s official development aid
{ODA) Io‘Viel Nanm. It was agreed that the Stidy would be implemented under the Social Developiment
Studies Program of the Japan [nternational Cooperahon Agency (JICA) and a Scope of Work Agreement
defining the details of the Study was officially signed in “August 1995 between Vice Minister Mr. Vo Hong
Phuc of Viet Nam’s Ministry of Planning and Investment and Councilor Mr. Norio Hattori of Japan’s
Ministry of Foreign Affairs Economic Cooperation Bureau.

The pl’OJL(.‘l was agreed to be conducted as a joint study between Japan and Viet Nam and the research
groups for (hat study was organized on both stdes with the participation of first rate scholars and experts.
Professor Shigeru Ishikawa headed up the Japanese Research Group, Dr. Nguyen Quang Thai the
Vieinamese project team. Under the Agreement, the project is to be pursued in Iwo phases. During the first
phase, the over-arching goal is to study the Five-year Plan for Social and Economic Development in Viet
© Nam (covering the yearfs 1996 to 2000). This phase was planned to end in June 1996 with (he submission of
a Project Report to the leadership of Viet Nam via the Ministry of Planning and Investment. The research of .
the first phase includes, in addition to the study for the general commentary on the dml‘l Five-year Plan, four
spedific studies relating to the following four selected topics respectively which are to be conducted at the
four separate Sub-Rescarch Groups as “in-depth” studies of the deaft Five-year Plan.

(1) Macro econamic growth and the its relationship with inflation and stability;

(2) Capital mobilization in the fiscal and monetary domains;

(3) Industrial devetopment and industrialization policies; and

(4) Policies on agriculture and rural development.

Dusiag the course of the research, both sides agreed to-add the three :opm below, though the research on
them has not yet been organized: _

(5) Development gaps among domestic regions;

(6) Unemployment and underemployment problems; and

{7) Relieving starvation and mitigaling poverty.

This research project has altracted the attention and interest of Viet Nam’s !eaders Parly Secretary-
General Do Muoi and other senior officials have received reports on on-going research findings from the
scholars involved in the project. Scholars on both sides have revised their reporis in light of the leading
opintons provided by Party Secretary-General Do Muoi in September 1995 and March 1996, and at his
_sequest they have prepared an Executive Summary Report (March 1996) eardicr than the Final Report so that

vil



theit opinions may be incorporated in the document “Oricitations and Tasks of the 1996-2000 Five-year
Plan for Socio-Economic development in Viet Nam.”

The Executive Summary Repost was writlen solely, and the Final Report was written nwainly, by the
Japancse Research Group but it reflects the findings of joint research conducted by both sides of Japan and
Viet Nam. This joint research was deepened through five seminars of various sizes. 1wo in Hanoi (the Start-
Up Seminar in August 1995 and the Seminar to hear opinions on the Draft of the Final Report in March
1996 and three in ‘Tokyo in October and November 1995 and January 1996.

The method this research project desired al its planning stage 10 follow was a “joint study™ of the
Vietnamese and Japanese Research Groups by way of identification of research topics and determination of
research methods and data on the basis of joint discussion, proceeding of the joint study with fréquent
contacts, meetings and field surveys, and writing (as riuch as possible jointly) of the research findings and
detived policy options, We are pleased that this desire was achieved at least preliminarily, especially toward
the end of the first phase,

The Final Report consists of five parts, and is printed correspondingly in five volumes. Part One is on
general commentary on the draft Five-year Plan*, and the following Parts on in-depth studies of specific
issucs of the draft Five-year Plan conducted by the four Sub-Research Groups. In each of these Parts (or
Volumes), that summary of the research results ¢ither for general commentary or at each Sub-Research
Group which was written for the Executive Summary Report, is reproduced (with some revisions) and,
together with the comiments on it by the Chief Sub-Rescarch Group of the Vietnamesé side, constitute the
Introductory Chapters. They are followed by papers and notes, each writtenl by either Japanése or
Vietnamese member, and joint field-survey reporls.

The research tasks (of topics and sub-topics) selected for the five Parts are summarized as follows.

First, the research tasks of the General Comnient Past (Volume 1} are the interpretation and evaluation
of the contents and outcomes of the Doi Moi policy, the leading stratégy principles which was initiated in
1986 and is stil effective and governing the new Five-year Plan (draft), and the analyses, from a more
operational view-point, of the policy-systems contemplated in the new Five-yeas Plan (draft). The latter
questions, firstly, from the aspect of economic system reform, what is the structure of blue-prints of
marketization designed for the Vielnamese economy is, and, secondly, from the aspect of productive force
restructuring, what type of the economic “development model” for industrialization or its variant available
in development economics is svitable as a guideline for the Viet Nam economy taking into consideration
the initial conditions of her economy. The answers to lhese questmns <hould be useful as clues for
explormg the policy options for Viet Nam, ‘

* in this Final Repodt, the term *Drafl Five-year Plan™ refers to cither one of the I‘ollowing docunients which were sent to
the Japanese Academic Group directly fromy the Ministry of Planaing and Investnwat. Specitic refenenee of cither of these is
ma‘dé in our regort oaly when it is necessary.

‘ 1596-2000 ren gokanen sio keizai shakai kathateu keikaku nop shuyou naiyo no .c_ho{u' soan {This s the 'Japancsc.
transdation version of the original In Vicl Nam language which was semt 1o the Japanese Academic Gmup‘al the end of June
£995 so thai opinions on ii'nuy be predented at the Stari-Up Seminar in August 1995, In English, his is Initief Draft of the
Five Yn:fr Socio-Economic Dzrclopwﬁr Plan in 1996-2004); Main Contents, Later in Augu'st 19495, the document, Suine
Issucs on Industriatization and Socio-Economic Bevelopment in Viet Nam frim Now Upto the Year 2({)0 was sent o the
Jopanese Academic Group. This appears to be a veision with minor revisions of the “Iaitia) Drafi.")

(2} Socia-Econoniic Develuprient and Tnvestmeat Requirenments for the Five Years 1996-2000, Goverament Report of the
Consultative Group Meeting, Paris, 30 Noverber 10 1 December 1995, Hanol, October 1995, (This wfas transaitted 1o the
Japangse Academic Group on Oclobee 3, 1995 so that .opinions on it may be presentod at the Scainad in Tokyo in Janvary
1996.)

" wiii



in our earlier gencral comment on the “Initial Draft” of the Five-year Plan, four items of policy oplions
were suggested, which in fact were made the research topics of the four Sub-Research Groups at its start. b
is possible to locate these four policy options within the overall framework we have just shown for the
analysis on the policy-systems of the Five-year Plan (draft).

The study task of the Part for Macroeconomy Sub-Rescarch Group (Volume 2) is to attempt a simulation
analysis of the issue in a hypothetical situation where the Viet Nam goverminent wants to atfain the degree of
a high rate of growth of GDP which is enabled only by a considerably high rate of domestic investment,
considering the fact that the present level of domestic saving ratio is stifl very low, not significantly higher
than zero, and both the debt service payment obliged by the large accumulateéd external debts and the
minimally requnred go»emment sockal service expendnuns amount farge, how strong would be the pressure
for domestic inflation and external balance of payment deficit. The slatistica! indicators used for simulation
are mken from the figures in the Five-year Plan draft,

o this Parl is added a study on the environmental issues: how imporiant it is for such a country as Viet
Nam where industrialization is at ifs initial stage to take measures to minimize the “environmental
degradation” and “industrial contamination” as early as possible.

The tesearch tasks of the Part for the Fiscal and Moactary Palicy Sub-Reséarch Group (Volume 3) are
firstly, a systemic analysis to clarify the transformation of fiscal and monetary mechanism of the Vietnamese
economy accordingly as the economy changes its resource altocation formula from thie one in the planned
economy of basing itself on the centralized material planning and, with it, material allocation to the one in
the transitory economy where the government intervenes paitly by material allocation and panly through the
fiscal and monetary policy instrunients that are conventional in the market economy. The research tasks are,
in addition to it, to investigate the modus-operandi of the present fiscal and monatary sys[em; from the point
of view of the effectiveness of the domestic saving mobilization and to explore the measuses to improve
them. As priority items, the issuc of how to adjust the fiscal relationship between the central and provincial
governments so that the total government revenue could be raised and the regional income disparity be
reduced and the issue of how to raise and enhance the financial system which may facilitate the preservation
of the long-term and medium-term investment funds for industry, in particula, to the private sector are taken
up. ' . : S
I‘rom the point of view of foreign s‘iving niobilization, stikdies are made with respect to the sources from
FDI, ODA and others and the issucs involved in these source. ' '

The research tasks of the Part for Industrial Policy (Volume 4) are f ;rstI) 1o make surveys not only on lhc
(‘XlS"I’lg production and export-imporl statistics of Hdustry, but also on the not-yet well -:men.d or orgamzed
statistical information and data on industry on the by firm or by esmbhdmunt by ow ncrslnp by size or by
regional bases, and thereby to clarify the present situation and its characteristics as well as the issues to be

{3y Pirections, P.fmmin# Tusks of Socio-Economic .fJ«"a‘ﬂ’t.mmmr for 5-Year 19962000, Report of the Cﬂum! E.l.t’t‘lt.'#-\'f'
Conpitiee of the Party. Section VIE 1o be Submitted to the Eighth Conqrnc of the (’urn, Vielt Nom Cummunm Pany (‘cnuai
Executive Commiuge, Hanad, Noveimber 14, 1995. (This was scal to lh. Japancse Acadeniic Gmup in March 1996 so that
OPInIonS an it may be preseated at the Final Seminar in Hanoi.) ’
3 Politicil Report of the Cmrml Covunifttee {VIlth Terure) to the Vilith Nutivna! Congress vf the Connnenist Porty of Vier
Nam (This was publishad in Viet Nam dated Apiil 10, 1996 Commenis Tor this was in time only for inchuling them in
Postscript Lo the Excchli\'c Sununary Report.). The finally adopted version of this dovumcat at the Pay National Congress s
l_m'l'ollnwing. Comnionist Party of Viet Nam Villth Nationab Congress, Gricaitations nd Trr;fh of the 19962000 Five-year
Plan for Socio- Ecoriomic Development, Report of the Central Capunitive, the VEIth Touwre, o the VI National Cougress,

Hanod, 28th June- 15t July, 1936, It was seat 1o the Japm s¢ Academic Growp on July 12, 1998,



solved of the Vietnamese industry. Exploration should be made on that basis, and taking into consideration
the experiences of East Asian economies as a predecessors of Vietnamese industrialization, with respéct to
the order of industry-by-industcy development in terms of the dynamic shift of comparative advantage
position. The use of FDI and the way of participation in the regional integration schemes of AFTA and
APLC are also to be explored. Lessons must be learned also from the experiences in the East Asian
countrics with regard to the matter of establishing the oil refining, petro-chemical, iron and steel, cement
and chemicat industries, which are capital lumpy and intensive, yet the government was anxious to bmld
earlier, capturing the advantage in rich resource endowment.

Finally, the research tasks of the Agriculture and Rural Dev elopment Sub- Research Group (Volume 3)
are to idenfily the policy instruments for further increase in agricultural production for the sake of
promoting economic development, on the basis of the analyses on the changes in the institutions and
organizations of agricultural production as well as in the production incentives diring the 1980s and in the

first half of the 1990s. Among these research tasks, especially important qre the clarification of the roles of
the factors like the potentiality of increasing the area under rice planning, the production incentive effect of
institational changes and price increases, research and development and irrigation investments.
Investigations are also to be made on the way to improve agricultural finance and farmers' organizations in
the way consistent with the market-oriented economic reform.

In pursuance from the Final Report, the joint research of the second phase will start on the basis of a
new agreemenl between the tweo parties, _
In addition to submitting this Final Report to the leadership of Viet Nam, we have sent il to you in

hopes of soliciling your opinions for more effective start of the second phase joint study.

July 1996, Hanoi and Tokyo

B

Nguyen Quang Thai _ Shigeru Ishikawa
- Vietnamese Cochair of the Research Group ~  Japanese Cochair of the Research Group
Doctor of Economics Doctor of Economics



Summary Report of Opinions on the
“Draft of Directions, Plannting and Tasks
of Socioeconomic Development for 5-year 1996-2000”

- Shigeru Ishikawa
Hitotsuhashi University

One could atiempl to comment on the latest version of the Dralt Five-year Plan for Social and Feonomic
Developiment in Viet:Nam entitled as Directions, Planning and Tusks of Socioeconomic Development for 5-
véar [996-2000 (Central Conmmiltee, November 14, 1995)" from a number of different angles, but in this
“general commentary” chapter we will confine ourselves primarily to the methods of economic analysis in
evaluating the results produced by Doi Moi policies so far and exploring the possibilities for the future.

 “Doi Moi policies™ refer to the supreme course of leadership for rebuilding the state of Viet Nam
'idop!ed by the 6th Congeess of the Viet Nam Communist Party in Dgcembcr 1986, Our comments assume
that this course will continue unchallenged.

I. Assessing the resuits of Dol Mol policies

From the perspecuve of economic analysis, there are two aspects to Doi Moi pohcnes deserving of
comment: reform of the economic system {inslitutions and organizations) and restructuring of productive
forces.

in the former- Western colntries; Doi Moi’s reforms to the economic sysiem are almost 'llways
interpreted as a {ransformation from a‘centralized, planned economy to-a decentralized, market economy.
While this macket econorny is not mseparable from the miode of production practiced in “capitalism,”
Western commentators oftén point out that the marketization that Viet Nam is secking is equivalent, as a
system, to capitalism. However, the real meaning of Doi Moi as used in the 6th Party Congeess’ decision has
nothing to do with the abandonment of sociatism in favor of capitalism™. It refers to “reforming outdated,
irrational, and inefiicient ways of thinking" that had been adopted in the nante of social development. This
point is made rcpemedly in later Party documents as well so as nol to leave any room for doubt. References
to policies to marketize the economy, of to introduce market mechanisms, have been appearing with
increasing frequency in party documents, bul this does not mean that the govemménl expecls the economic
system to be transformed into a market economy, merely that markel mechanisms will be one means uscd to

“reform and update” the socialist system. In relation o systenm transilions, the term * ‘markel economy”
always used in the restricted sense of ““a market economic system controlled by the state.” The expression
“mulliple sectors in which the slate economy plays the feading role” is also used This refers to an

¥ Viet Nam's first Five-year Pfan covered 1961-1965. The plans bave been rencwed every five years without iite ruption. The 1996-2000 plan is
the &th iri the serigs, though Viet Nam has 10 ney know ic-.tge never feferred to by nurabec,

2y The official English wranslation of “Doi 8oi "is “rerovation.” of occasionally “rencwal”,

A This pointis niade by Tadashi Mio in “Ancther Perspective of Dol Moi: Analysis of Current Conditions and Obscevations on the Future” in
the Japan Inte rumonal Cooperation Agency(JICA) Rc'pon of Research on Ald Recipienis: Viet Naar, March 1995,



abandonment of policies to quickly destroy the sector led by private capital so as to run the economy only
with the state sector and, as an appendage lo it, the collective-cconomy sector. Instead, all existing sectors
will be allowed to continue, and “state capitalism” (joint ventures and alliances with domestic private
companies and foreign companies) will also be made use of. Even here, However, the teadership remains
with the state sector. _

Thus from the perspective of the Parly, marketization was only a means of reforming and reinforcing
socialism, In reality, however, it has had a much more drastic effect on the nature of the economic systen,
Of patticular note is the fact that the principal factors in capital accumulation (or the furclion of resource
allocation, for that mauter} are shifting from government-prepared command-style econdmic plans {o
something midway on the road to the free intérplay of market forces. This change has been reinforced by
the obligation 1o mect the conditionalities imposed on financial supporl from the World Bank and IMF. It is
these real-life issues that are behind the tendency of commentators at international organizations and in
former-Western countries to see Doi Moi policies as being equivalent to marketization policies.
~ Turning 1o the aspect of “restructuring productive forces,” ane notes that after two impottani Pasty
meetings® in the first half of 1994 there has been more explicit discussion of step-by-step plans to achieve
the “Industrialization and Modernization” of the state as a concrete goal for Doi Moi policies in the area of
productive force formation. “Modernization™ refers to the use of inc}dem science and technology as a
method of achieving “industrialization.” Given the international environment in which developing
countries find themselves today, “industrialization” and “modernization” are 'deep!y intertwined issucs, if
not entirely ovedlapping. What must be further emphasized in this regard is that for countries like Viet Nam
which in the past enjoyed broad land frontiers but now are virtually unable to sustain the development of
the primary expori goods {in this case, rice) upon which the development of those frontiers was predicated,
“industrialization” is atmost SYRONYMous wit_h “escape from poverty.”

Development economics sees poverty in fow-income countrics as the product of a number of factors
that are structurally linked in a “vicious circle.” It being difficult to halt that circle, it is also difficult to
escape from poverly, economists explain, The links in the vicious circle take the form of low income, low

savings, low inv esiment, and therefore low income again. From the demand side, the lmks aré low income,
low purch'lsmg power, low investment, and therefore low income®, Dévelopnient economics also see
another vicious circle at work in making it particularly difficult for low-income agricultural countries that
~have exhausted their land frontiess to indusirialize. One of the lhmgs that sets farmers apast in these
.countries is their low productivity (there is not cnough land to work so there is much hidden
“unemployment and at the same tinie low per capita food producnon) This leads to such food as is produced
'bymg atmost entirely for personal consumption, so that there is little surplus left over for sale on the
" market. Were industrialization to be achieved, it would absorb the hidden unemploymeni among farmers,
correciing both their low productivity and their low incomes, but because there is little food surplus and
‘therefore little on the market, even were the industrial sector able to aliracl the hidden jobless, it would be
- unable to feed them. As a result, industeialization fails to progress, and agricultural productivity frils to
improve®, The issues on the productive capaci(y side are how to halt these vicious cycles and make

4)  The Conununist Party representative Conference in January {99 and the ith Plenem of the 7tk Pasly Central Comumittee in July of that year. -

51 This fs the theory advocated by Ragaee Burkse in Problems of Capitad Fornuation in Underdeveloped Counleies, Basit Blackwell and Mo
Lid., Onfoed, 1953400 Japancse translation by Rokuro Tsuchiya, Koshinsyokoku no shibonkeiset, published hy Genshodo,) The method that
Nurkse advocates for breaking out of the “viclous cycle of poverly™ is w realistically (ap inzo the latoat savings lha'i':arc inclodod in the batdin
uowmployment within agricultuee, To Jdo that requires shifting serplus agricutturat Iabog o Jocal nuanufadiuring and constructon sites |, having
done this, one can shift to the manafactoring sites sn amount of fod equivalent 10 what the laborcrs had been consuniing withoul incuring
additional costs in the process(for example, by using taxation to offeit the movement), thea Rateat vnemployment coold be transformed into
savings, In point of facy, however,the use of 1aves W ransfar focd is difficult fo achicye. What is nocessary instead is B improve agricalivrzt
peoductivily. For a discussion concerning this vicious oycle, s8¢ ey Ecﬂmnuc Development in Aﬁhn Ferspoctive, Kinokuniya Ca., 1967, pp.
348-156. .

6y This verston of vicious ciecle is formulated by siiyéelf, taking into consideration the discussion of the Nurkse \-elsion.



tndustrialization possible.

~ The Doi Moi policies must not be assessed merely in tcrms of pure economic analysis. We must also
keep in mind the evolving and developing circumstances amidst which policies must be formulated. Wars,
which continued in Viet Nam ever sincé the Second Workd War, have destroyed the country’s production and
the lives of its people, and policies must be scen in the context both of postwar economic (and social)
restoration and of political and social reunification of what has been a divided land {particularly between
north and south). We have been unable to organize this context or obtain sufficient information about it and
so there are many events on which we must suspend judgement. As just a couple of examples, agricuftural
liberalization measures date back to 1970, far earlier than the official adoption of Doi Moi, but it is not clear
what their refationship to Doi Moi policies is”. Likewise, we are unable (0 gauge the serionsness of the
cormpuon spawned by markelization. [a cases where we do render specific opinions, we must recogmze the
possibility that, for the reasons discussed above, our judgements may be ﬂ'nved

<Generat evaluation>

‘The stabilization and growth of the Vietoamese economy during the five years from 1931 to 1995 was,
as the latest draft of the new five-year plan notes, “remarkable.” As a result, it appears that the Vietnamese
economy has begun to shift from the “postwar récovery” stage lo the stage of long-term development for
national rebuilding in terms of both policy formation and productivily restructuring. We date this change in
orientation to somewhere around the time that the “Industrialization and Modernization” policy was adopted
in the first half of 1994. Many factors have been responsible for these results, but the role played by the
formulation of Doi Moi poficies has been predominant. Nonettieless, we feel the need to make a few
comiments in this regard.

(1) The largest contribution made by Doi Moi policies in this regard was in the area of reforms to the
cconomic $ystem. As already noted, this involved what is in effect (not just name) the interchangeable
adoption of two objectives: the internal reform of socmhsm as a political principle, and lhe transition to a '
markel economy as an economic facl. It was this, more than anything else, that enabled the Vietnaniese
economy to achieve ccoromic restoration and maximize its growth under existing political constraints and
using the market forces available 1o it. Other than petroleum, the industrics that made the largest contribution
to GDP growth were food, fertilizer, and exports. Steady growth for the agricultural sector appears 1o have
finally brought the country back o the levels of the fifties for per capita food and rice production.

(2) Marketization has, in many cases, éxacerbated factors for instability, including inflation and balance
of payments disequilibrium. Viet Nam was able to eliminate these factors in 4 relatively short period of time, .
and the biggest reason for this was again the process of marketization. Rapid growth in its foreign trade and -
increases in FDI helped improve its balance of payments. Meanwhile, market- oriented fiscal and monetary
policies—for example, the ban on monetarizing fiscal deficits and stricter controls on credits extended from
the central bank 1o state commercial banks and from state commercial banks to state enterprises—were
successful in 'keeping'inﬂation in line. More recently, the increase in I'D1 has helped the dong to appreciate
against the US dollar in real terms, which has led to the entifely unprecedented phenomeinon of reductions in
foreign currency deposits and increases in dong- -denominated time deposits.

{3) Nonetheless, from the pesspective of long-term development it would be wrong to conclude that
these achievements are the result of a solution to the issue of restrucluring productive force
(“Industrialization and Modernization”). There is not even much evidence that they should be attributed to
the beginning of steady long-term development driven by the marketization of the economic systent. In the
next two sections we will discuss these unresolved long-term chaltenges in more detail.

T . The use of terms such as “reconstruction” slasze of "d-.\n.[opnk‘nt slage {5 a q.mhtalm. injerpretation of the attitude of the governmient of Vivt
Nan (owards economic policy rather tharl a quaniitative interpeetation based on (\)mpmsons of any aggregative indicators for 2 base year priog
1o the Second World War (ucually 1939 f5 used) or for an arbilrary year in the fortics or ﬁﬂus Such statistical research will have 1o be left fora
(uture paper.



1. Reforming the economic system: how to use market mechanisms

The long-term challenge in reforming the economic system is to acticulate the way in which
marketization will be used to fusther Doi Moi policies, and to elaborate in a concrete fashion on the
methods that will be used to move in this diréction. The best way to meet this goal is for a country that has
started to introduce market inechanisms to create a “blue print”” for marketization based on its experiences
with marketization so far and hslmg both specific target years and interini benchmark years for its
realization. This blue print should evolve as more experience in'marketization is ‘gained and as objective
conditions change. Thus, while it will be difficult if not mapossxblc to create an ideat blue print from the
very beginning, the preparation of blue prints that are acceptable for each specific point in time will
nonetheless enable them to be used as the “compasses™ steering systemic reforms. We are informed that the
government of Viel Nam is making efforts to produce such blue prints in the course of formulating its
economic and social development plans.

Unfortunately, the full scate of the blue print is not to be found in publicly available literature. There
are discrete parts of it that are clear, but it would be hoped that steps would be taken so that the full picture
behind them could be seen. One of the means we have used to do this is (o refer to the blue print for
marketization {se¢ “Decisions Regarding Several Issues in the Tstablishment of a Socialist Market
Fconomy”) adopted by the plenary session of the Parly Central Conimittee of China on November 14,
1993 Obviously, there aré problems in terms of circumstantial and cultural differences in referring to a
Chinese blue print to elucidate a Victnamese blue print, but the government structure and economic
~ conditions of Viet Nam (pamcularly its stage of developmenl type of resource endowinents, and
- breakdown of industrial structure by forn of ownership) far more closely resemble China’s than those of
the former Soviet Union or the countries of Central and Eastern Europe, as do its policies and guidelines for
- marketization. If used with caution, therefore, such references can be expected to facilitate this goatl.

1. Comparison with the Chinese marketization model

~ “The Chinese blue print was originally described as something to be “prehmm‘mly achieved” by about
{ 200() but on September 28, 1995, a plenary session of the Central Commiltee set the targét year at 2010,
" with a goal of 2050 for “basw achievement of modémization” of the systemic base. Modernization is
ﬂpparemly considered a higher goal than markcnzauon ‘

"The blue print states specifically that the ovei-arching goal of marketization policics is to establish a
“socialist markel economy.” The meaning of *'socialist™ in this context is defined as “joint development of a
multi-sector cconomy led by the state sector.” It does not differ significantly from the Vielnamese cohcept
of “controlled by the state.” The content of “marketization” does go a step further than in Viet Nam,
however, as the Chincse plan says that “the market shall have the function of basic resource allocation
within the framework of state macroeconomic contcol.”

Diagram 1 classifies the marketization goals of the Chincse blue print into three main groups, seven
sub-groups, and several specific items vnder them. These are my own personal classifications. The first
main group concerns the changes in the role of the governnient as a result of marketization and hence

“changes in the government’s relétionship with the markel: Under the past command-style approach to
cconomic planning, the government played the role of principal actor in running and developing the
economy because it was the government’s job to give production and management orders to state
enterprises. Marketization will certainly alter this relationship. We would tiote that this group is the most
basic of the three main groups. The new functions of the government will center around 1) providing
macrocconomic management using fiscal monetary policy as its main tools (the aim in this will be
“stabilization,” which will be realized by achieving internal and external economic equilibrium) and 2)
providing public goods to the economy. Because of this, both government activities and, consequently,



Diagram 3 Structure of China’s Markelization Program
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government budgels will be downsized in comparison to command-economy days. In the “investment
system,” the principle of taking responsibility for one's own risks will apply in corporate investments and
bank lending, though the government will formulate “industrial policy” and attempt to attract private-sector
investment to priority areas. In the “planning system,” state plans will provide a foundation for market-based
allocations, but in general must be only *guide posts™ for the private seclor.

The structure of the Vietnamese markelization program generally resembles that shoun in the table, no
doubt be¢ause of the similarity in ultimate goals. This struciure can therefore be used without modification
‘in discussions of Victnamese policy. For example, Viet Nam's reforms in ‘the first main group broadly
resemble those of China at this time in that their over-arching goals are similar. However, Viet Nam retains
‘much of the resource allocation function in governntent hands, pﬁ'rticul'\r'ly in industdial policy and stat¢
phnmng On the other hand, Viet Nam is much more rigorous than China in its lmplcmcmatmn of the rmjor
aspects of market- oriented fiscal and monetary policy-based macroeconomic management (cessauon of
subsidics 1o government organizations and enterprises, ban on loans by state commercial banks to emerpnscs
running deficits, etc.). This has resulted in a marked hardening of the “soft budget constraints”™ on state
enterprises. In China, “soft budget constraints” coniinue to be the norm.

The second main group deals with 1) reforms in the major enterprises that, under normal market
mechanisms, serve as independent decision-making uaits in production and management (Sub-group 4) and
2) the domestic and foreign markets that provide the external enabling environment for their activities (Sub-
groups 5 and 6). One of the things that sets aparl the reform of China's stale emerprises is that while the
country follows for smallec state enterprises the normal prescnpllon found in World Bank s!rucluml
adjustment programs of immediate “divestiture” (sale, liquidation, merger) and ultimate ¢ ‘privatization,’ Hor
Jarger state entecprises it probably will not. Chinese policy for larger enterpriscs is to maintain the stalus quo
while improving efficiency. This will require giving managers more autonomy and gradually moving
towards more modern forms of organization. ‘There are many different forms this could take—wholly-owned
state enterprises, liniited liability companies, joint-stock limited lability companies, and groupings of these
éompaniesﬁbut in all cases China separates the ownership rights of investors from the property rights
(management rights) of the corporation, working on the one hand to maintain and increase the value of state
assets and on the other hand o achieve efﬁc1enl management that is not subjecl to mterl‘ercnce from line



ministries.”

T agriculture, dismantlement of “people’s communes” in the carly stages of reform has ereated a de
facto family farm system as the unit of production and managemient, but the blue print targets, as a basic
organizational system for agriculture, the “two-tiered management” that began to be introduced around
1994. Under this system there is both the unit of the individual farmer who is directly involved in
agricultural production and the unit of territorial organizations (formerly the “Production Teams” and
“Production Rrigades™) that provide production and management services (flood control, irrigation, insect
and discase control, agricultural experiments, dissemination to individual farmers, joint purchasing, and
joint marketing). Township and village enterprises, which are the principal actors in China’s rural industrial
sector and began their spread around 1984, were based on the local territorial organizations, but the blue
priot atlows for the introduction of new “management subconiracting systems” and “joint-stock cooperative
Systems.”

In marketization policics, China noles the need for measures to “foster” and “develop” market systems
as reforms take place. This emerged out of recognition of the fact that the market economy in China is
essentially immature and underdeveloped and woilld be unable to restart jusl by making formal changes in
socialist systems. This recognition deserves special mention because it is not found in the policy proposals
~ of the World Bank and IMF (and our understanding basically agrees with the notion of the underdeveloped

market).

The _differenccs between Viet Nam and China in the second main group are slight when it comeés to the
reform of state enterprises. (However, China has more conerete regulations on whether they are to merely
be incorporated or to be urned into joint-stock corporations). The biggest difference is probably in system
for agriculiural and other rural cconomic organizations. Chinese agricultural production now supports the
individualistic farming activities of farm households with production services provided by the colleetive

- units of the “natural villages.” The township and village enterprises were created out of this same natural
village solidarity, and have achieved strong growth. But in contrast to what has been happening in
agricultural production aclivities, sincé the nineties, China has attempted to change the system in ways that
increase personal incentives (mainly the ambitions of managers) so that talented managers are not recruited
oul by other companies® . There is much that is unclear for us about conditions in Viet Nam's rural villages,

- bt it would not appear that “common and collective ties” or “natural village solidarity” in agriculture
enjoy much support or use. Rather, there seem 1o be more cases of collectives quile suddcnly shifting to
systems thal respect personal incentives. ‘

In terms of the circulation of nationat i income, the third main group represr.'ms the “distribution” phase
i contrast to the second group, which is the “production” phase. More specifically, this group deals with
the question of fair distribution among individuals and regions of the national incomie that is allocated as
personal revenue. The major factors in this are the development of wage policies and social security
systems. The latter is, in one sense, a precequisite for the successful reform of state enterprises. There
appear to be no significant policy difference between Viet Nam and China in this group.

§)  One of the imerpeetive problens invalved in the trarsformation of state cnterpeises 10 jointstock conpanics is whether there are W\giﬁlc
and ntangible limits 10 the amount of shares that can be d:‘r&clly of indirectly owned by the statd [eom among the total capilal of reoiganized
into joint-stock companics, thas enabling the state able 10 maintain ils control uver e comipanies. (The Wate assets in the pre-reorganized state
enterprises are tansformed imo state-owaed shares in the reorganized eittity, butthe state shares are vny for the direct investments of the state
fa the enterprise, and relavested funds by the state enterprises become “corporation shazes!) The Comparies Law’ of Decorber 1993 contains
0o clear provisions with respect Lo this peoblem. I these restrictions afe not in place then it is possible that by way of (he traasformalion into
Joint-stock companies the state énterprises will be graduatly and quictly privatized. However, e Companies Law docs mandawe in Articte 7
that “statules shall be consulted when reerganiziog state enleaprises into conypanies ... This may in fact suggest the way 2 limil on de facwo
peivatization wilt be imposed.

9 Asclthe end of 1994, the “joint dlock ml!mne systen” cncom;‘-a&ec\! !2 13% of all tow hip and village cinerprises .



2. Prob!ems in reforms to the eoonomic system

“This review suggests that, in a generat sense, the blue print for marketization published by China shows
one possible direction that marketization could take in Viet Nam. One of the most important dilferences
between Viet Nam and China is on how state enterprises are reformed and a means of IMACFOLCONMNIC
control established. This is not an essential difference, however. 1t merely reflects the degree to which reform
plans have been refined (China has a bit longer & history of reform} and different relationships with the
World Bank and IME (China does not receive financial support under structural adjustment programs). The
other im‘pomm difference is in the stance towards reforming agricultural and rural economic systems. Here
there appear to be fairly esséntial diff¢rences in dependence on teaditional community organizations in riral
villages and gradual introduction of personal incentives. However, we are not well versed in the history of
Vietnaniese agricultural collectives, so these difference may be because Vietnamese agricultural
organizations arg still in the process of realignment.

QOne of the lessons that can be leanted in comparisons between Viet Nam and China is that systems must
bhe built quickly in order to further devetopment in non- -agricultural sectors in Viet Nam. Another is that there
may be a need for some innovations of a general sort in the creation of systems for the rebuilding of rural
agricultural villages. In the context of the latter, we feel it necessary to sound a warning regarding the
optimistic forecasts for agricultural and rural economic development voiced by many institutions and
researchers in the former-Western countries, and to note what in m'm) cases is a lack of coverage for
agriculteral and rural issues.

in this regard we would refer the readef to a recent paper published in the United States to much acclaim,
patticularly feom international scholarly associations interested in economic reform in former planned
economics'™. The paper argues that there are two imporiant reasons why economic reforms in the former-
‘Soviet republics have encountered grave difficulties white those in Viet Natn and China are proceeding
smoothly. The first is that while reform of state enterprises is always difticult no matter the country, reform
of the agricultural seclor is not. All one must do is move low-productivily labor (o the high- productivity non- '
state scctor. The second is that Viet Nam and China had large agricultural sectors while relative weight of the
agricultural sector in the Soviet Union was already small, so the couniry could not take advantage of these
possibilities. While interesting, this argument is also unrealistic, first becausé it discounts the difficulty of
reforming the agricultural sector and second, because it oversimplifies the conditions that must be mei for
the rhovement of agrtcu]lural labor to take place. This is |he subject of the next section. )

L. Agriculture as the basis for industrializatlon and the festructuring of
productive force

One of the long-term challenges in the “restructuring of productive force™ aspect of the Doi Moi policies
is how to industriatize Viet Nam. This is equivalent to asking what the main methods will be for breaking out
of the vicious circle of poverty.

1. Two models of industrialization
Thete are two models of industrialization used in development economics that are particularly relevant
to Viet Nam’s situation.

10 Jdrzey Sachs and Wing Thye Woo, “Reform ini China a.ﬂd' Russia,” £conortic Policy, Spring 1921, For my comawnts on this paper se¢ my
“Openn Door and Internal Development™ (Taigai kaiho to kokvoai kathatse) in Femie Do, ed, Ching in the Twealyfirst Cenlary 2 seiki no
chugohul, Sitav! Publishing, 1993, :



(N The “planncd cconomy” industrialization model™

This mode! was created by G.A. Feldman, an econoumist who worked on thc early shges of the Sovict
Union’s Gosplan. It is based on the “law of priority development of the pritary sector” found in the
“reproduction scheme™ of Das Kapital. In this model, the factor determining the speed of industrialization
under directive-siyle plans is the relative size of the total ouiput of the “investment goods production
sector” that is allocated back to itsell when the output of the sector is distributed among all econontic
sectors (known as the y coefficient). These differences are thought to result in diffecences in the growth
path. The Jarger the y coelficient, the faster the pace of industrialization and, over the long-term the larger
the extent of natienal consumption. In olher words, a large y coefficient will fesult in a compression of
consumption and a reduction in wages over the short term, Both the former-Soviet Union and China
pursued poficies designed to increase the g coefficient (to nearly 50%), which robbed workers of any
incentive to work harder and eventually brought on the systemic rigidity and inefficiency ioherent in
planned economies. What curreat economic reforms in former comrivand cconomies essentially are is an
attempt to eliminate these damages. After market reforms have been completed it is hoped that the
autonomous investment, savings, and consumption decisions of coterprises and houscholds (and
government consumption) will take precedence and, through the fiscal and monctary systems, determine
capital accumulation and conswmption rather than the other way around. This is in contrast to the capital
accumulation mechanism of planned economies in which the y ceefficient and other factors are
determined first. As this happens, this mechanism will determine the pace and form of industrialization.
The y coefticient will cease to function as a planning variable. o

(2) The “dualistic economy® {agriculture/industry) model of industrialization'

This model was developed by Nobel Prize-winning economist W.- A. Lewis. Its stasts by recognizing
that in the industrialization of what have been predominantly agricullural countries, anew industrial sector
appears as part of the process of transferring to the indusirial sector the surpltié labor in the agricuttural
sector (hidden unemployment) and the surplus food needed to nourish it, and trics to model this process.
"The original model was rather unclear about the mechanism by which food surpluses would be created, but
those coming after Lewis have done much to improve this aspect. In addition to the transfer of labor and
- food, there are alsa inputs of indusirial consumer goods and transfers of funds belween both sectors, Later
. analysis has also refined these aspects, Nonetheless, the basic premise of the model is how to make it
possible to simultancously tap Jabor and food. (Empirical studies done by us seem to show that the “theory
. of primitive socialist accumulation” advocated by Préobrajensky and others in the former-Soviet Union
: does not apply to the process of industrialization in China.)™" ‘

A comparison of the two models (for this we will use only the post-reform version of Mode] 1) quickly
reveals differences in the sector divisions that underlie the analysis. Model 2 employs only two seclors:
agriculture and industry. Model 1 also has an invesiment goods sector and a consmmner goods sector. In
fact, the agricultural sector is merely one subsector within the consumer goods sector. These differences
point to the different assumptions behind the models, particularly Model 2’s 'issumpuon of the vaique
natire of the agricultural scetor (existence of hidden unemployment, family economies, collective ties
among the rural population etc.). On the other hand, Model 1 treats the industeial sector with its complex

Linternal stractures as if it were homogenous.

11} £ Do, Essays in the Theory of Economic Growth, 1957, Oxford. Univ. Press, Cho IX “A Soviet-Maodel of Growth™ See my Capital
Accutnalation Mochanisms in China (Chugoka ni okery shibon chikuseki kikod, Iwananii Shoten, 1960. for vhsedvations regarding the
apphicalion of this mudel to the developmient peocess in Chinal See atso iy *Medivim- and Loag-terny Outtook for the Chinese Ecotomy:
Picparatory Exploraticns’” {Chugoku keizai no chuchoki tenboe—yobitcki tankye) in Japan-C hina Boonomics Asseciation, Medivr- and Long-
~term Oratlook for the Chingese Economy (Chugoku keizai no chuchoki tenbo), 1984,

12} See my Basic Issees in Development Economdcs {Kaihatsu Keizaigaku no kihon meadad), Iwanami Sheten, I990 Chaploss Famd 2,
13} See my Basic Bsucs in Developsnent Ecopotnics, Chapter 3,



2. Lessons for Vietnamese industrialization :

ft is impossible (0 make any firm pronouncements on which model is better, but generally Model 2 is
used as a basis of analysis for countries in the initial stages of industriatization, while Model | is used to
analyze the growth structures and transitional processes of new indusirial sectors. From this perspective,
there are (wo lessons that the models have for industrialization and modernization under Doi Moi policies:

1} Pay as much attention to the development of the agricultural sector and rural economy as possible;
and :

2) In developing modern industrial sectors, pay pasticularly close attention to choices of industry, size
and stricture, and technotogy.

Appendix 1: Seven individual issues
The paper “Comments on the Directions, Planning and Tasks of Sociceconomic Development for 5-year
1996-2000" presénted by Shigeru Ishikawa at the Hanoi Workshop on Scptember 6, 1995 and his “Japanese
and Chinese Experiences: Relevance to Issues in Viel Nam's New Five-yéar Plan (Provisional Draft)”
presented at the Tokyo Workshop on Jasuary 28,1996 contain comiments on a total of seven individual
issues related 1o the draft versions of Viel Nam’s Five-year Plan. ‘The former is based on an early draft of the
© plan from July 1995 and comments on four issues (this paper is included as Chapter 2 of this report). The
latter is based on a draft submitted to the Paris CG Meeting in December 1995 and cominents on three
issues. These are specific comments in contrast to the gengral comiments contained in the body of this report,
and an oulline of them has been provided below. For the four comments on the early draft, a bare outling
should suffice since they have since been taken up as topics by four special sub-rescarch groups involved in
the research project. For the latter, we have included a summiary with additional points raised as the prior
version of the paper was in “provisional draft” form.
(1) Commients on the early draft
Below are the four comments made regarding the carly drafl.
1} Agriculture and rural economics
“The reconstruction and development of the agricubtural sector and rural industry are factors that are vital
to the success of Viet Nam’s Five-year Plan. Some argue that there are limits to the productivily gains that
can be expected in norih Viet Nam where production conditions are unfavorable, particularly because the.
average land under cultivation per farmer is tiny (0.04-0.06 hectares). The experiences of southern China,
where land availability conditions are similar, do niot bear this out, however. Among the prerequisites of rural
industrialization are that agricultural productivity improve enough so that it is pessible to raise the savings
and investment funds necessary for industrialization, and that there be an increase in purchasing power so
that products may be marketed.
2) High growth and macroeconomic stabitity
While it is perfectly understandable why the Vietriamese goverament demands high growth, when one
* considers Viet Nam's very small savings capacity and its enormous accumulated foreign debt, one should be
particularly wary of the potential for policies thal aim at sharp growth to exacerbate inflation and balance of
payinents problems.
3) Raising the savings rate _
When savings rates are used as barometers of growth potential in low-income countries, it is advisable to
use a net savings rate that subtracis from gross savings the depreciation of fixed capital. For “take-of 3]
occur, negligible net savings rates must jump to levels well in excess of 10%. This was the case in South
Korea and Taiwan. ' :
4) 'Ihe path to dual-economy-type industeialization, : o
Victnamese industrial development is still in (he very infant stages. To start from this leve] and begin the
process of industrialization it is recommended that alongside fostering the development of modern



industries, the country also foster the development of smalter companies that make use of use existing
organizations, existing technologies, and local resources.

(2) Comnents on the CG version

The following comments were made on the draft of the Five-year Plan presented to the CG:

1) Regional development plans

} was impressed that the new draft includes detailed regionat devélopment plans for urban centers and
‘indusirial districts (Zone 1), mountainous areas (Zone 3), and infermediate areas (Fone 2). (We were not
able to obtain a copy of the new draft for the January Tokyo Workshop.) Looking primarily at Zone !, these
regional development plans closely follow what in econoniic theory is known as the “llicory of Growih
Poles.” To give this mare precision il would be advisable to create a master plan (or long-term space plan),
primarily for the industrial zones, that would include the sequencing of industrialization, the building of
related agriculture, indusirics, and infrastructure, and the steps for their building. It is also recommended
that Viet Nam refer to Japan’s experierices in creating four successive “National Land Development Plans”
after the Second World War.

2) Unemployment and underemployment issues

The population explosion in developing countrics since the end of the Second World War has created -
serious employment problems (which lake the form of hidden unemploymient in rural areas and explicit
unerployiment in urban areas) in most developing countrics (particutarly low-income countries). It has
. been postulated that relief from and resolution of these problems requires the absorption of workers first by
a modern industrial sector (this is the most traditienal path followed), then by a related small business
sector, and finally by the rural off-farm sector. However, il is becoming more important than ever that we
search for unorthodox ways of absorbing workers as well, and [ woild draw your attention to the fact that
- in Japan and Southeast Asia, an increase in inside-farm jobs played an important role in absorbing workers.
- This increases the labor input per hectare of cultivated land. In the 1930s and '1950s in Japan, about 300-
400 man-days were spent per hectare of rice ciiltivation; for other crops, some 400-500 man-days per
hectare, when second and third crops (in addition to rice) are included. Both were around 100 man-days for
- Southeast Asia in'the sixties. Since the introduction of high-yicld rice varieties; there has been a slight

" increase.

3) Poverly
1was impressed by the goummenl of Viet Nam’s basic stance towards relief from poverly as shown in
‘the most recent draft Five-year Plan, In recent years, there has been something of an international
consensus thal, in parallel with GNP growth, the most important way to alleviate poverty is to increase
‘public spending so that growlh will provide each and every citizen with access to the opportunily (o benefit
from economic growth, Particular emphasis is placed on elementary education, health, family ptanning, and
nutrition, though spending should also be made to increase geographical access to growth centers by
building roads and telecommunications facilitics. The antipoverty programs of the government of Viel Nam
:pronde much in the way of this sort of spending. What 1 would like to add is that there is also a need to
resurrect and aid the de facto social security functions provided by traditional organizations in rural
communitics (raral cooperatives), especially at the current stage in which these speading measures will not
“be able to exert sufficient effect and the social sccurity system has yet to spread, These system are more
than jUSl mutual relief in time of necd aniong neighbors and acquaintances in roral villages, they also
involved work sharing 'md income sharing during normal times.

Appendix 2: Comments on the Draft Political Report

The draft of Five-year Plan which 1 of this report has consideced refers to the document “Directions,
Planning and Tasks of Sociocconomic Development for S-year 1996-2000” (Draf1), prepared signed on
November 14, 1995 by the Comimunist Party of Viet Nam Central Committee, and transmilted to us by [he
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Vietnamese Planning and Investment Ministcy. On April 10, as the first chapter was being written, the Viet
Nam News out of Hanoi announced a Draft Political Report of the Central Comntittee (VIHth Tenure) to the
VHIth National Congress of the Communisi Party of Viet Nam. The content of this document appears (o
include the latest draft of the New Five-year Pan. | have read through the report very quickly and feel enly it
necessary to add two or three comments to the first chapter of this report regarding the relevant parts of the
Vietnamese document (Section 1 “Viet Nam' After a Decade of Renewal,” Section 2 “Targets for 2020 and
2000, and Section 3 “Directions for Development in Reconstruction Areas”™).

1) This draft Political Report appears to have been announced in order to solicit a broad range of pubic
opinion, which is an excellent step to have taken in the preparation of the Five-year Plan. However, there
dogs not appear (o be much change between the November 1996 version and the Political Repost in terms of
the 1) general direction of transformation for the economic system, 2) the steps of reform in individual areas
and the basic pol:cxes to rebuild productive force desigiied (o achieve this, and 3) the numerical
macrocconontic targets for 2000.

2) What is new in the draft Political Repart is that the Five-year Plan to 2000 has been supplemented
with a glimpse of a tong-termi plan to 2020 that was drafted in parallel to iL® During the thirty years from
1990 to 2020, the plan targels an 8-10-fold rise in per capita GDP. @ The breakdown of GDP by ownership
sector looks for development of entice multi-sector economy that is spoken of in Viet Nam’s public
documents (the state economic sector, the collective economic sector, the individual and small owner
economic sector, the private capitaltist economic sector, and the staté capitalist economic sector), but“the
state economic sector will perfrom the leading role and, together with the colle¢tive economic sector,
constitute the foundation of the economy, accounting for aboul 60% of GDP™.

A comment on @ is about per capita GDP growth. The target of an 8-10-fold growth multiple for the

- 1990-2010 period is equivalent 1o forecasting an average annual per capita growth rate of 7.2-8.0% over this
same period. Borrowing the broad but famous concept of “take-off to sustainable growth™ advocated by
WAV, Rostow, this could very well mean that the achievernent of take-off is guaranteed. {f indeed it does
occur, then the large gaps in per capita GDP that exist between Viet Nam and its neighbors in Southeast Asia
could be closed to a considerable extent within the space of a single generation. (The projections for world
economic growth between 1995 and 2004 published by the World Bank are representalive of this sort of
work and look for average annual per capita GDP growth of 6.6% for the developing countries of [‘ast ‘Asia
and the Pacific.) ; : ;

On the olher hand, we should alse consqder what : an 8-10-fold increase in er cnpna GDP O\CI' a i!mt)
year period will mean for annual GDP growth rates durmg he first twenty years of the bwéniy- flrsl cenlury.
We will employ the following data and assumptions to do this: (i) average annual GDP growth for the 1990-
1995 period was 8.2%; (ii) average annuai GDP growth of 9-10% is planned of the 1996-200 period, which
we will assume is achieved; (iii) average annual population growth for the 1990-1994 period was 2.14%; {iv}
average annual population growth for the 1995-2000 will decline 1o 1.8% as planned and will maintain thal
rate thereafter. These assumptions resclt in & GDP growth rate of 9.3-10.3% for the 2000-2020 period. This
growth rate appears to represent an attempt by the Vietnamese leadership to restrain the desires of the people
for an even higher rate of growth. That still leaves the question of whether a developing country can
maintain growth rates this high for this long a peri'odi International experience points to South Korea and
Taiwan as (he best examples. (Annual average growth rate of GDP of Korea for the 1960s, the 1970s and the
1980s were 8.4%, 9.6% and 11.5%, respectively. Those for Taiwan were 9.4%, 10.1% and 7.9%,
ruspeclively However, in natural resource-poor Korea, the economy encountered a serious balance of
payment crisis during the first half of the 1980s, resulting from the high-growth oriented policy.)

_ ‘Turaing to the @, a question may be raised: what are the prospects for the sectional structure of the
. economy by ownéeship in 2020 which are held by (he government when it sets thé goal of increasing the

- weight of the combined output of the state and co]lecmc economy sectors 1o the extent of about 60% of

GDP? There are theee possibilities conceivable.
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The first is the possible case in whitch the government considers the weight of the current omput of the
collective economy in GDP will remain unchanged even in 2020. The current weight is, as examined in
Addendum below, very small indeed. Since the weight of the state economy sector output in GDP was
325% in 1990 and 40.2% in 1994, this case implies a further significant increase in the same weight
toward 2020. Exisling policy documents state that the reason why weight of the state economy sector has in
creased by now is due to the fact that the availability of private entreprencurss is quite tow. Hence an
significant expansion of the state economy sector, But, how far can this reasoning be appluablc to the
possible further increase in the state economy weight toward 20207

The second possibility is a steady increase in the weight of the collective sector output. In Addendum,
the experience of the collective economy development in China, including the development of the
Township and Village Enterprises, is shown as an example for considering the issue of collective economy
development in Viet Nam. If Viet Nam could follow this ¢xample it is indeed feasible for Viet Nam to
achieve the goal of the 60% of GDP as the combined weight of the state and collective economy
sectors.However, (he following fact should be kept in mind that in China, the development of the collective
enterprise has been made possible, since the start ot the marketization reform, by the policy which
respected the initiatives of the local community govecnments for prometing common welfare and
developruent in the localily, but that after the 1990s, as a result of the market ecoriomy development, a new
tendency has arisen in which many collective enterprises are now convered (o a joint-stock cooperative
type. This tendency appears to indicate the further change toward a joint-stock corporation {ype in the
future. However, the evolutionary process of collective economy in Viet Nam seems to have been very
much different from that in Chind.

The third possibility is the increase in the \\elghl of the oulpui of joint state enterprise either with the
domestic private or foreign private enterprises. The stalistical classification in Viet Nam of these join
enterprise output, are said to tréat them as the slate enterprise output, and therefore this case also would
make feasible the achievement of 60% of GDP weight by the Comhmed oulpul of the state and coilective
CCONOBMY SeCLOrs. _

In any case, it would be desirable for the Vietnamese government to publish more detaited information
on what they conslder the prospects for the weight of both state and colrec(we economy sectors toward
2020 aind the effective policies to realize them. : :

3) Another new point in this Draft Political Reporl is in regards to the “major perceptions of new
mechanisms” found in Parts 11 and 111 of Section 3, “Economic Sector Policies” and “Continue to Renew
the Mechantstns of E¢onoaric Management,” respectively. It was noted in Chapter 1 of this report (hat only
bits and pieces of Viet Nam'’s marketization guidelines have been made public and there is as yet no
discérnible overall blue print, though the Chinese blue print provides a means of envisioning what will be
entailed. However, it would appear that these “major perceplions” are in effect the first publication of a

blue print for Viet Nam. Even still, upon reading it, there would not appear to be much need to modify the
obscrvatlons made in Chaptér 1.

- First, the blue print is not dated. It is discussed in relation to phns to 2000, but it is difficult to believe
that what is containcd therein is reail) mieant to be reforms (o be Compfeled by the 2000 benchmark. It
seems 1o be a much broader vision of the future. _

~ Second, regarding the reform of state enterprises, it discusses the experiences of pilot cases in creating
joint-stock companies and advises that this program be actively moved forward (while af the same time
banning prwah?allon) Unforlunatdy. there are no specific policies for joint-stock conipany cteation. Al it
contains ar¢ caomments on the purpose of creating joint-stock companics and the need both to recruit
necessary funding and to give managers incentives. -

third, there is no discussion of systems or organizations for the agricultural and rural sectors.
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Addendum : The state economy sector and the cotlective cconomy sector

Tor assessing the long term goal of the Draft Political Report to raise the weight of the combined output
of the state and collective econonic sectors to the extent of abowt 60% of GDP by 2020, it is useful to
attempt a comparison with the Chinese expericnce as was done a few times in this project study.

To begin with, both Viet Nam and China consider that these two sectors will develop to renovate the
traditional planned economy system and build the foundation of 4 new economic system. While in the
traditional system the two sectors combined to constitute o “uni-sector national economy,” the new system
aimts at building a “multi-sector economy” and these two sectors would become the principal sectors of this
multi-sector economy. - In China, the two sectors are combined to be called a “public sector,” and are both
expected to be developed under a modern corporation system.

At present, the weight of the collective economy sector output in the entire mlmml cconomy is
significantly large in China, whereas in Viet Nam it is very small. However, no statistics are available by
which to compare directly the same weight between the two countries. The above observations are in fact
estimates based on attached table 1 and 2, which compare the relative weights of various economic sectors-
by ownership between the two countries in the scope of industry and refail sales, cespectively. Yet,
considering the importance of these two industries, these observations are probably uot far oft the mark. The
collective economy consists of the production and business units of the coopesative or collective nature
which are organized by the members of the rural community with their contribution of own labor and money.
In Vielt Nam, the cooperative movement failed over the wide regions and toward the end of the 1980s any
cooperatives were disbanded. (Nguyen Sinh Cuc, Agricalture of Viet Namn 1945-1995, Statistical Publishing -
House, Hanoi, 1995.) In China, the People’s Communes were disbanded in the early 1980s, but the same
community solidarity which had contributed (o establish the People’s Commune system worked afterwards
“to establish rural collective enterprises (“Township and Village Enterprises”), which in e spread to the
‘urban areas to create the urban collective enterprises. (In attached fable 1, the stalistics of Guangdong
Province and Jiangsu Province are shown, which are the provinces where collective enterprises dev eloped
most in China.) It seems that the difference in the relative importance of the collective economy in Viet Nam
and China is originated at leasl partly from this difference in the historical background.

Tablo 1 Structure of gross value of industrial output by sectors of the dilferent ownershi p lype : (Unft: %)

Viet Nam : China L
) : Wholenation °  Guangdong Jiangsu

P -~ 1989 1993 - 1987 1993 - 1992 1992
Stale enlerprises . 6B3 713 59.7 43.1 325 . 28.2
Collective enterprises 11.9 2.5 346 384 397 41.4
Private enterprises 1.0 3.1 na na na . na
Individual enleiprises 20.7 231 36 83 03 - 0T
Joint enterprises na na : - 2713 1297
Others i na . na } 20 } 102 neg. ‘neg.
Tolal | 1000 {00.0 000" 1000 000 1600,

Snul'u.s GSO, Socialist Republic of Viel Namy, S1atistical Yearbook 1994, Hanoi 1995, S58, China Statistics chhmk
" 1994, Guaogdong Statistics Yearbook l_993 Jiangsu Statistics Yearbook 1993,
Table 2 Structure of retail commodity sales by sectors of the different ownership type  (Unit. %)

Viet Nam : "China _
1880 1930 1993 1957 1965 1992 1993
State enterprises 282 30.4 21.8 372 530 546 39.7
Collective enterprises 8.3 27 0.8 413 431 432 26.3
Joint enterprises na na na 16.0 - - 0.5
Individua! enterprises © 625 56.9 5.8 27 1.9 0.1 2286
Peasanls lrade na_ . na . pa 2.8 i9 2.0 10.6
Tolal Y1000 1000 1000 10007 - 1000 {000 100.q]

Sources : The sane as Tabde 1.



Table 3 Composition ¢f the joint enlerprises sector balween the state co! gclive
and private sectors and the !orelgn eniesprises

(indices as grass value of induslial output laken 100, 1992}

Joint sector between stale enlerprises and collective enlerprises 1.03
and individuais In the conlinent 0.02
and gvéiseas-Chineso elp. in Hong Kong, 10.02

Macao and Taiwan
Joint sector between collective enterprises  and individuals in the continent 0.16
and overseas-Chinese etp. in Hong Keng, 591

‘ _ Macao and Taiwan
Uaint ventures between China and foreign 7.08
Direct Investment enterprises by overseas China and businessmen 2.41

of Hong Kong, Macao and Taiwan

Direct Invesiment enterprises by foreign capital 0.73

Sowrees ; The same as Table 1

In attached 1able 3 ar¢ shown statistics of Guangdong Province of the joint state, cotlective and private
(either domestic or foreign} economy sector as well as the foreign direct investment sector in terms of
telative oulput weight to total gross output of industry. The statistics has the relevance to the topic of this
Addendum as it is reported that in Viet Nam the output of the joint séctor between the state and private
(cither domestic or foreign) enterprises are treated as the state sector output. The attached table indicates
* that this joint sector has already come ta occupy almost an equivalent weight as that of the siate sector in

Guangdong Province.
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2
Comments on the Draft Final Report and on Professor
Ishikawa’s Postscript

Nguyen Quang Thai
Development Strategy Institute
Ministry of Planning and Investment

Macroeconomic policy formulation is of utinost significance to a country’s long-term development and
is also a very complicated task. Within a shott period of time, both the Vietnamese and Japanese experts
have worked together and the Japanese experts, on the basis of the informalion collected and the surveys
conducted in Vit Nam, have written up the main substance of the Final Report (cxeculne summary Final
Report and full Final Report). Following are some comments on the geneml comments and additional -
coniments (poslscript) niade by Professor Ishikawa.

The part on “Assessing the Results of Doi Moi Policies” in the summary report (General Conunents) is
condensed and accurate.

The “General Comments™ have defined the nature of the comprehensive renovation (Doi Mei) course in
Viet Nam in both economic and political aspects, especially in ecomomic aspect.

The definition of an econtomy which has not yet reached the stage of full development of production
forces and where factors of a market econoiy have not completely established has enabled the authors to
come up with a correct awareness of the way (0 conducl reforms in the country which obvmucly cannot be
an imitation of the models used by the couniries having experienced a fully- developLd market economy.
Therefore, it can be said that marketization under new conditions is the mean to conduct reforms while
moderm?auon is the way to realize the country’s industrialization. On the other hand, marketization and
reform, and industrialization and modernization are closely interrelated and interconnected in a single,
: mtegrated whole and constilute the way to realize the goal of “rich people, strong country, and equal and
civelized society”.

The achievements recorded by the Doi Moi policies have been obvious and therefore numerical
illustrations are not needed to be shown as those achicvemcents have been already mentioned in a very
condensed and succinet manner in the part on “Genoml evaluation” (Paragraph 8). It is also clear that the
achievements recorded are nol suflicient to ensure ‘a tong-termy and sustainable development of Viet Nam and
challenges to the Doi Mot course will always éxist. Why s0? There are’ many reasons for this, but the main
one is the fact that factors of a tully-developed market cconomy have not been completely established in Viet
Nam. One should further emphasize that the Doi Moi course in Vict Nam has been conducied mainly on the
basis of a summarization of Viet Nam’s own development experience without having an overall leading
point of view or a clear “road map”, in othes words, to guide the porcess. In this regard, even China has been
only able to map out its blug print step by step after 15 years'of reform. Viet Nam has been condueiing its
DDoi Moi course under the conditions of a very poor country which was heavily destroyed by continued wars,
and tied with the old economic mechanism for many years while its imagination of a new one has not becn
completely clear. ' '

15



~ As a result, the analytical comparison between Viel Nam and China in terms of situation and policies
deserves attention and can be used as a good reference material. However, both the conditions in Viet Nam
and those in China, and the condition of the former and those in other low-income developing countries in
general should not be considered as identical.

The analysis of the two models for indusirialization is quite clear and has contributed to explaining the
reason why Viet Nam should study the second model of “a dual economy” which is appropriate for the
industrialization process in countries at the stage of low development of productive forces. P1rlicuhrly the
authors have placed a proper stress on the foundation-serving role of agriculture in the industrialization
process in a country where 213 of the labor force work in agricullure and 80% of the national population
live in rural areas. Obviously, industrialization can only be realized successfully unless a linkage between
agriculture and industry has been established and there is a gradual shift of surplus labor and food from
agricultural sector to industrial sector. This is exactly one of the major ways (o break the vicious circle of
povedty,

‘The analysis of the important role played by agriculture and rural areas is vatuable and has help to
reaffirm the rightness of the policy to transform the agricultural and rural ecomomic structure and to
conduct rural industrialization. It can be said that the fisst and foremost factor contributing to the success of
the Doi Moi policies over the past several years has been the stimulus created for agricultural and rural
development. Actually this point was further mentioned by the authors in the Paragraph 30 concerning the
need to improve agricultural productivity so as lo increase rural savings and to expand rural market.

As regards industrial development, the author is right to emphasize the role of modern industries and to
attach imporiance to smaller firms, and the utilizalion of the available organizations, technologies and
domestic resources for development. This enables the improvement of investment efficiency and the

“creation of a large number of jobs in the coming time.

Probably, the author should add and explain aboul two factors of contemporary nature affecting the
industrialization of “late-comers” like Vil Nam, namely the scientific and teéchnological revolution, and
fcgional and international economic integration which will obviously help shorten more or less the
development path of Viet Nam. This has been seen clearly in (he case of East Asian countries and this
opporiunity has not moved away from Viet Nam. 1 has also béen analyzed in a number of previous studies
made by Professor Ishikawa. ‘

~ A further stress (in the Paragraph 32 under (3) Raising the saveings fate) on the need to increase the net

; q'mngs of the economy of Viet Nani of more than 10% of GDF, which was already thotoughly explained
previously, is of great importance to the altocation of funds for the country’s indusirialization, Anmuon
should be paid 1o the decisive role of domestic capital in terms of both impact and size of sonrces $o as to
avoid too much celiance on external resources. Thus, the role of external resotrees should be clarified in
terms of provision of additional resources, technology transfer, creation of new markets and particularly
their role in the export-oriented policy.

The emphasis {in th Paragraph 35 under (2) Unemployment and underemployment issues) on fusther
“increase of the savings capacity through better use of fabor fesources is completely right as the increase in
“ the number of man-days per hectare will certainly lead to increased production in agriculture and rural

areas even under the conditions of low productivity and insufficient investment. Importance should be
altached to this way of creating savings fromy better use of labor under the conditions of an agricultural
country with low rate of savings.

The short comments on the deaft “Political Reporl have many points to be noted and in gencral, we '
agree with what was mentioned in this past. First, as regards the target of growth. According (o the analysis
in the Final Report, none of the countries in the world has ever achieved an average annual 'growih rate of
ntore than 10% in 25-30 consecutive years as estiniated in the draft Political Report. Therefore, it would be

“more reasonable to revise the target to be one of increasing the national GDP to 8-10 times during the
1990-2020 period. This will help avoid making excessive investnients in the’ cconomy which in tura will
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make the ICOR of 3 rapldly increase to 3.5-4.0. Moreover, if the economy becomes “overheated”, then
ICOR will go up shamply to 4-$, meaning !h'it a coptinuous high level of investment of about 40% of GDP
will be needed, With the domestic savings rate of about 20% of GDP at present and expectedly 30% in the
years to come, the gap of investment must be financed by external resources. This is a good chance that Viet
Nam should (ake advantage. However, from 2005 onwards Viet Nam will have to repay its external debts in
an increasingly large anmwount; these debts consist of not only ODA loans, but also commercial loans as well
as the return of past of FDI funds. Thus, a shortage of capital will have many serious consequences on the
country’s sustainable development. ‘The target of 8-10-fold rise in GDP during a 30-year period from 1990
to 2020, which is equivalent to a continuous average annual GDP growth rate of 7-8% during the same
period, is already a relatively high target. Right policies for the whole development period and for each stage
of the development period, and good and quickly responsive management are required to achieve or
probably surpass the set target, thus narrowing the gap in development level between Viet Nam and other
countrics. _

Multi-sector econoasnic development is a consistent and longterm policy of Viet Nam, The importance
attached to the stale economic sector is also a necessity not only for Viet Nam, but also for every country as
far as public welfare is concerned. At the same fime, it is necessary to clarify what specific roles the state
cconomic sector should play in the economy so as to ensure a rapid and sustainable development of the
country, and in what areas the participation of other economic sectors other than the state economic sector is
reguired.

The policy to develop the cooperame econontic sector is a right policy, as the individual houschald-
based economy itsetl has more or less brought into play its effect in the transitional period, cspecially in
agricultural and rural sector, but there are certain restrictions to a rapid development of this cooperative
economic sector. The economy with high productivity by itself requires cooperative labor and thus
importatice should be altached to the development of the cooperative CCOHO[I’IIC sector in the long mun, as
clearly stated by the National assembly of Viet Nam in the newly promul gnlcd 1996 Law on Cooperatives.

All the analyses on the impoitant role of the state and coopeiative ¢conomic sector are nol sufficient to
prove the argument for a 60% combined share of these two sectors in GDP. The rationale for this share is not
clearly justified, especially in the long run. Moreover, in practice, the co-existence of different forms of
ownership s of necessity. Tt would be therefore bétter if this mdacalor is not mcmloned m the Political:
Reporl ‘ o ‘
The exccutive summary report by its condense nature <.annot d:scu:s in delml nnny issues. F unhermorc.
the two study groups of both the Japanese and Vietnamese sides have not got enough tinie o conduct in- -
depth analyses as they wished, Therefore, it is recornmended that a number of topics be selected for more -
indepth analysis during the second phase of the Japan-Viet Nam Joint Researc h Project, such as Viet Nam's
membership in APEC as Viet Nam is al présent preparing actively for this.






3
Comments on the Initial Draft of Viet Nam’s Five-year Plan

Shigeru Ishikawa
Hitotsuhashi University

I. Preface

We have the utmost respect for the government of Viet Nam, which continves to make earnest efforts to
. tackle difficult economic reconstruction and systemic reforms and, as a result, has been able to successfully,
- albeit painstakingly, move forward with developiient. For this reason, we were honored when, during the
meetings to cstablish the “General Policy and Aid Development Survey” (a project undertaken under an
agreement between the governments of Japan and Viet Nam) on June 1 and 2, we were requesied to submit
comments on the “Outline of the New Five-year Plan” prior to the scheduled start-up of Phase 1 of the
project. While not knowing exactly how much we would be able to accomplish due to time constraints, we
nonetheless promised to do what we could.

On July 13, we received a copy of a document entitled “Initial Draft of (he Major Content of the
‘Directions, Planning and Tasks of Sociocconomic Development {or 5- yev"‘ {referred 1o in this paper as the
“Initial Draft”). The document consisted of two parls: “Evaluation of Resulis from the 1991-1995 Five-year
Plan™ and “Targets for the 1996- 2000 Plan.” We were deeply impressed by the fact that top priority was
given to agriculiural and jural economy promotion in the policy ared and sector-spemﬁc development plans’
~ of the Initial Draft. This is the same priority that was used to define arcas of strategic pnomy in aid in the
docuntent Country Study for Japanése ODA to Viet Nam (JICA, March 1995), which forms the background
to this survey project. However, the process of preparing comments has nol been casy, both for the reasons
anticipated and for others as well, and in this paper we have avoided making gencral comments on the Initial
Drafl of even recommending specific policy measures and have instead exteacted six priority topics,
providing opinions on them that may be consulted when making policy choices. In soime cases, our
discussions also refer to international expenences There are two reasons for adopting this sirategy, which
are discussed below.

11. Lack of information

‘The Five-year Plan pr'ovidés (generally in fragmentary fashion) targets and related variable values, but it
is unclear what methodology and processes were used to arrive at them, or even the fields for which
adequate statistical data was available Lo base them upon. To be a bit more concrete, models using values in
the Initisl Draft or planned rates of growth noted in recent public documents seem to be following the
growth equations of Robert Domer that are most commonly used in the projeclion models of the World Bank
add IMFE, but one wonders whether supplementary work was done to flesh them out. The planning
metliodology of command economics has consisted of calculating “national economic batances” by adding
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up “material balance sheets,” but it is unclear (o what extent Viet Nam has done this or continues to do it.

The wording in the Initiat Draft is fragmentary and in memorandom style, which often makes it hard to
grasp the tenor of policy,

We have three basic questions:

(1) 'Ihere are detailed descriptions on industrial construction in the Initial Draft. Are we justified in
considering them to be concretization of the decisions on industrialization and modernization taken by the
January 1994 mid-term Party Representative Comference and the Plenum of Party Central Cemniitteg in
July of that year? At the same lime, however, two different aims are given equal emphasis, export
promotion (the target for industrial products (o account for 70% of exports by value) and import
substitution (generaily to be accomplished by FDI), and it appears that the scope of rural industrialization is
to ¢xpand beyond the processing of agricultural products (particularly with the introduction of the concept
of a “rural economic sector” and the setting of industrialization targeis for it, as is doac in china). Is this a
ncw development in these decisions?

(2) ‘The planned rates of growth for GDP and industrial output from now until 2000 are considerably
higher than those previously announced. Common sense says that this invites macrocconomic instability.
Has this been taken into account? Viet Nam is currently achieving growth of about 8%, whiclh is quite high
already. Has there beén a change in policy to seck even higher growth?

{3) "the Initial Dralt contains wording such as “the unhealthy autonomy and competition in markel
mechanisms has been laid bare” and “what is impeding developmient is the fact that state enterprises are
frail and unable to exert true leadership over olher sectors.” But yet the weight of the state sector in total
GDP increased all the way through the 1990-1995 period. What are the implications for this vis-a-vis the
ultimate goal of a “market economy under state control?”

IIL.Our vantage point and limitations In cornmenting on the Initial Draft

We (a group of 16 researchers) have discussed these comments to some extent, but have not had
enough time to dig down (o fundamental policy issues. All that can be done at this time is that [ relate my
opinions, for which I am solely responsible. The vantage poiat from which 1 will do so is thal of the
analysis in Counm Study for Jupanese ODA 1o Viet Nam and the strategy proposals refecced to earlier (this
does not apply to seciions 8 and 9). Research into the Vietnamese economy is conducted according to the
reference framework illustrated in matrix form below, and it is from this that we have arcived al our
development strategy {which does not extend to proposing mdmdml pro;em)” {This matrix also served as
the frame of reference from which the Initial Drafl was con;adered.)

) TBelowisa dv.scnp[mn of the esse atial points of the “Developinent s{rakgy" Yine i e matrix:

1 Inadow-income deblor counUy ike Viewmam, itis dangeros to kely ondy on fiscal and pwnctary policy measures (for cxample IR ASUECS Lo
reduce wolal demand) to achicve stability. Rother, U fe st 8350 be structural ad;ustmci)l and developinent teasures thal will inceease income
and savings levels,

2 Suwctural adjusiments do not mean rodrely replacing the systems and palicics of the cmlral‘md planned economy and #ith the standard,
uniform systems and policies of the well developed market economy. Rather, they must provide in 2ach policy area  these nastres of
“fostering” the development of 3 narket econaniy which vary according bo the stage Of market ceonoimy devetopn g bord guide the econvaiy
in that Jirection,

3 Pevelopnwnt only bocoraes possible when the gov, ammeat dircctly of indirectly intervenes in markess as guided by dLulnpm:nl rmdds that
differ in content according 1o the counlry’s endowment of rescurces and the stage oF development.

Behind these policy recommendations Tie the basic assumptions of out development economics, which are predicated on confligmation of the
fow stage of market developmant amd the need for muliiphe development models. : :
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—_— Policy aspoct Subitization Structural whjustimcst Developmen
—

Rescarch step — {shot-term) {ncdiutn-lermy tlong-tenm)

Anatysis of information amd ieatification of issucs

Scenarios

_ Desclopmenistidtegy o ) I
Lack of time has also influenced the nature of the comments made. It will not be until Phase [ and Phase
11 that we are able to cover many of the areas handled in the Initial Draft and delve into policy options.
We have chosen the following six topics to comment upon:™
(1} Agricultural and rural developmient in the new Five-year Plan
(2) High growth and macroeconomic stability
{3} Raising the savings rate
(4) Two paths to industrialization
{(5) Company reform (see paper by Hiroshi Haruta)
(6) Viet Nam and its relationships with ASEAN and APEC (see papers by Shujiro Urata and Kenichi
Ohno).

V. Agricuitural and rural development in the new Five-year Plan

Early on in these comments, we noled that the Initial Drafl gave agricultural and rural development top
priority in the sector dev elopmeni plans of the new Five-year plan. The Initial Draft goes on to elaborate
what this will enfail, puiting the development of rural industries and services on par with the development of
the agm.ultun,, forestey, and fishing industeies themselves — in short, it advocates the primacy of rural
industrialization. Next on the Jist in the area and sector development plans is “industrial development in line
with industrialization and modernization,” which comams niore detaited explanations of indusirial policies
for individual industries. In all of these aspects, the Initial Draft operates from the same standpoint as
Country Study for Japanese ODA to Viet Nam. -

There ace, however, several guestions thal are not exphcutly daalt with in the Initial Draft. First among
them is the relationship belween agriculural and rural development as outlined here and the national :
industrialization and modernization promotions elaborated by the Central Committee in July 1994 as
mandated by a decision of the Mid-term Parly representative Conference in January of that year. Second is in -
what sense agncultural and rural development and is of greater priority than mdustml development. A hint |
at what might be the answers to thesé questions comes from documents related to the Central Committee
Plenum. The decision of the same Plenum represents a departure from the Party and the government's
preoccupation with crisis management and systemic reforms {“structural adjustment”) at both the macro and
micro economic levels that can be seea in the 61h Party Congreﬁs of 1986 (where the ‘decision on Dai Moi
was made), the 6th Plenum of the Central Committee of 1989 (on fundamental reforms to create a market-
oriented system, including full price liberalization), and the 7th Party Congress of 1991 It is now turning its
energy towards rebuilding (developing) productive forces. “Industriatization and modernization” is the
process of “reforming our outmoded agrarian society and creating an industrial sociely based on the
formation of progressive productive relationships.” This entails “seeking greater efliciency in social labor by
changing from a situation in which ali labor in all fields of social activity, including production,
manageient, and economic management, is done by hand to one that employs more progressive and modern
methods of labor.” These industriatization and modernization policies appear to apply (o even agricultural

B Howewer, this paper conkains only iy own conments (toples 1-6). As for copivs $ and 6. refer the profeedings of the secend Haned workshop.
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and rural economies. “Agriculture cannot h) itselll reform its material and technological base, It must be
strongly influenced by indusiry and services.

For the sccond issue we can seek an answer in the fn!]mung excerpt from a speech by the secretary-
general for Doi Moi: “Industrial policies that seek industrialization and modernization .. . place priority on
processing and manufacturing in the machinery and electronic industries. [n these areas ... we must reach
world levels ... [However,) for the past several years our inveéstment capacity has been Immcd and because
of this and the demand for compulsory work, the lives ofihe people have been hatd and our ecenomic and
social conditions unstable. Therefore, it is nccessary ... to move forward with agricultural and rurat
industrialization.” This speech emphasizes that raral communities are where the majority of poverty is
found. ‘

If the answers 1o our (wo questions are not mistaken, then this is the thinking behind ihe Initia) Draft,
The Initial Draft seems to be saying that overarching goat of “industrialization and modemization” is the
guiding principle for rebuilding productive forces, a principle which even agriculture and rural econoimic
development must uitimately foltow. Agricultural and rural communities are extremely impoverished and
their recovery is the most urgent challenge before the economy as & whole. We agree with :lm view and the
ideas behind it. We would, however, like to make tlwo comments.

(1} Methods of improving agricultural production itself: While it is desirable for the pusposes of
industriatization and modernization to diversify and commercialize agricultural production and introduce
modern cultivation techniques (for example, hybrid varietics), there is Nitle satd about improving
production capacity and stabilizing harvests per unit land to the extent possible with traditional local
resources, traditional technologies, and small, family farms.

The agricultural and rurat research cited in “Urgent Recommendation 3” discusses this in more delmi
For our purposes here. w e will include Figure *, which uses lessons from China's experiences to underscore
the importance of improving traditional resources, téchniques, and organizations for agricultural
preduction.

The figure uses grain output per capita agriculieral population as its vertical axis and paddy yield per
hectare of planted ared {a proxy for grain yield) as its horizontal axis. The lines radiating out from the
current point (&, 2,y eic.) represent area under cultivation per capita farm population (in this case, « >

-3 > y ). Existing research already demonsirates that a tendency that can be explained by a particular
rehuonshlp between these three variables is operative in countries like Viet Nam and China where
1gru.ullunl areas are densely populated When there is an increase in the poputation of these kinds of areas,
the plot on the graph representing a particular fegion m]l drop (e ‘1 2 N y)unless there is a change in its
per-hectare harvest. This will necessarily fesult in a reduction in grain production per capita farm population
and therefore in grain intake. However, each communily has the power to prevent further declines in living
standards by increasing the harvest per unit area under cultivation to an amount corresponding to the
increase in population so that grain production per capita farn population is maintained. If community
solidarily is even stronger, it will achieve an'increase in harvest per hectare, which will lead to gains in per
capita producnwly and therefore in living standards. This figure plots the positions of thirty Chinese
provinces. The national average for 1990, which is shown with a doubls. circle, represents the results of
growih that has been seen from 1957 (the final year of China’s first Five-year plan) though 1987 (the year
in which market-oriented refors were embarked upon) and on to 1990. 1t is cleai, therefore, that all thirty
provinces have experienced the same sort of shift upwards and to thie right. Until the cighties, this shift was
achieved almost entirely by productivily gains for traditional resources, technologies, and ofganizalions.
Chinese agriculiure has more recemly achieved “breakthroughs™ in productivity by applying more modérn

3} Figure | was fiest used in iy keyaote speoch, “Saticat Poeists of JICA’s Counh- Swady Tor Japancse ODA fo Vit Nam* 10 the JICA-
sponsored Symfos_iu mon Jepancse QDA to Viet Nam held in Hanoi on June 1, 1995,
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Reriarks @ 1} Numbers atiached 10 the plots(B) in Viel Nam indicatz the following regions:

t.North Mountain and Midlands, 2. Red River Della, 3. Central Coast of Northfand, 4. Central Coast of Southlond, 5. Ccnual
Highland, 6. Norheast of Southfand, 7. Mckong River Delta

For China, aumbess for the plots(@) indicate the following pravinces

1. Beijing, 2. Tianjin, 3. Hebei, 4. Shansi, 5. Innee Mongolia, 6. Lizoning, 7. Jilin, 8. Heiloeg, 9. Shaaghai, {0. Jmni,su i1,
Zhcjiang, 12, Anhul, 13, Fujias, 14, Jiangxi, 15. Shandong, 16, Henan, 17. Hubei, IS Hunan, 19, Guangdong, 20. GUC!nL,XI 21. Huxinan, .
22 Sichuan, 23, Guizhou, 24. Yunnan 25. Tibet, 26. Shanxi, 27. Gansu, 28. Qinghai, 29. Nisgxis, 10. Xinjiang :

2. As for the ventical axis, aqucu[[ural population statistics are only available for China. For the rest of the cuuntrics mr.s.l
population is takea. For Cambodia snd Lacs the size of the ‘rural ﬁ»pu!atmn is cifinatéd by nivliiplying (he 108al popuiatmn h) th\.
coefricicat of 0.8. T),4, %, Xindicate nationat average figures. :

Source © Vit Nam: GSO, So Licu Thong Ke Cong Hoa Xhen Vics i\‘ém{SIulistiml‘m‘m of the Sovialist chublic= of Viet Namy.
1986-1991; GSO, Kinh Te Va TAI Chinh Vict NanyEconomy and Finance of Viet Nam) 1986-1990.
China: Zhonggoo Nongye Nianjian (Chincse Agricoliure Yearbook) 1991,
Laos: Japan International Agriculture and Forestry Cooporation's miaterials.
Cambodia: The World Bank, Camtodia, Agenda for Rehabilitation and Reconstruction, June 1992,
Figure 1 Grain oulput per capita agrculiural popafation and its determinanis: Viel Nam and China
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methods, but this would have been impossible had not the basis for improvement beciv created by
traditional techniques. Figure T also plots the seven regions and national average of Viet Nam in way ithat
facilitates comparison. One can observe the similarities between most Vietnamese arcas today and mosl
Chincse areas in 1957 as measured by Lhese three variables. It would therefore be desirable to have more
comments on the potential for agricultural production with exiting resources, technologies and
organizations.

(2) General relationship between agricittture and economic development: We do not view solutions to
agricultural and rurad cconomic issues merely as a way to save Farmers from poverly, urgent as that is. We
view il as an absolite prereqiuisile to the Vielnamese économy's ability to overcome its low tevel of
‘development. One expression of the fow leve! of Vielnamese economic development that is commonly
pointéd to is the probable negative value for net (not gross) savings. Another is the Vietnamese
industrialization projects are still uneven and that iridustrialization is in the extrémely early slages of
development. In parts 6 and 7 we make the case that the development of agriculiure will be decisive in
resolving both of these problems.

V. High growth and macroeconomic stablility

The GDP growth rate is the most general development target to be found in the Nattonal Economic
Development Plan. The 7th Party Congress (1991) originally targeted a doubling of GDP between 1991 and
2000 (average annuad rate of 7.2%, but the 7th Pleaum of the Centeal Commitiee of 1994 raised this targel
1o 2.5-fold {average annual rate of 9.5%; the target values found in the atlachunent assume a doubling of per
capita GDP; if the population growth rate is assumed to be 2.2%, then the figure is 2.46-fald). In the Initial
Diraft, the growth rate for 1996-2000 is given as 10-11% pet year and, if conditions are advanlageous, 11-
12%. If the 8.3% growth that appears to have been achieved in the 1991-1995 period is taken as a given,
. then the 10-11% target appears to have been sct in order to reach (he goals of the 7th of the Central
Cemmiltee. One can observe, however, a general trend to revise target geowth rates higher and higher. The
World Bank forecasts growth for East Asia (including China) to be 7.7% per year between 1995 and 2004,
which means that Viet Nam's planned growth rate is far higher (han that for East Asia in general. The track
~ récord shows that China is turning in the highest growth rates in East Asia, coming out of the consolidation ‘
* period of 1988-1991 to produce growth of 13.0% in 1992 and 13.4% in 1993, Viet Nam s planned growth
* rales appear as if they wanl to catch up even to these Chinese figures. :
© We infer that the reason the goverament of Vielnam is looking for such high grow lh rates is that, having
" been restoted to its position within the international convnunity, it wants to be economically on par with its
neighbors in Southeast Asia, considered to be the world's “growth zone,” as quickly as possible. At the end
of the First Indochina War (against France) in 1954, Viet Nam’s per capita néliom[ income was roughly
- equal to that of Thailand, Indonesia and othes ASEAN countries. But the Second Indochina War turned Viet
Nam into rubble while the ASEAN countries, in spite of the difficultics encountered by many, were
miarching steadily down he path of development, and it is this that brought about today’s large gaps in
GDP (if Vietnam’s 1992 levels are considered “1,” Thailand was at 12.3, Indonesia 4.5, and the Philippines
5.1 Meanwhile, China's per capita GDP was at Icvels similar (6 Vietnaw’s in the fifties, and the gaps
between them in 1992 were not as targe as for the ASEAN countries (2.5). The gap with neighboring
Guangdong Province, however, is a large 4.3 (and with the city of Shanghai, also a coastal province, it is
10.5). There will therefore be a great deal of interest in comparing Viet Nam's growth rates o those of
China (in 1991, Guangdong Province grew 17.3%, in 1992, 2.0%)".

4 JCA, Cottry Study for Japunese ODA fo Viel Nam, March 1995, p_ 13
5y Figures feoms Ching Staistical Yearbook 1994 ad Grangdorg Statistical Yeaibook 1993,
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The second reason for seeking high growth is probably because raising the growth rate will, over the
Ioug term, provide a solution to the problem of jobs and employment for the work force, There is little
information in the Initial Draft to go on in this regard™ and we have not yet obtained the statistics on
population, labor force, and employment that will provide the basis for our study. However, the Viet Nam

Living Standards Survey (VLSS) performed by the SPC and GSO with support frotn the UNDP and SIDA in
1992 and 1993 found the full unemployment rate {excluding scasonal unemployment) for the working
population of all househelds to be 7.38% (of which, 6.874% in rural villages, 9.44% in the cities), wilh 26%
of the Tabor force of rural households subject to partial unemployment. The poverty rate in the VI §S was
51% as a national average and 57% in rural villages.» These high figures make it quite conceivable that there
is a burning desire for rapid growth.® :

But in a country like Viet Nam where (he natural resource conditions are das*:dmm'\geous (because of
poputation growlh-—they used to be very good), savings rates are low, and there is a targe cumulative debt
from the outset, attempts to achieve growth beyond certain limits tend in most instances o result in an
unsustainable deficit on the balance of payments or inflation of both, which will eventually undeamine high
growth itself. Viet Nam's experiences between 1989 and the present indicate that this tendency is indeed
manifest in the country, Had it not been for good fortune in the form of oil cevenues, QODA, and debt relicf,

" crisis would have rapidly loomed. More explanation of this is required.

The first problem is that of the unsuccessful variant in which “an approach to growth with foreign
borrowing” (the general practice is 1o use borrowings from overseas to supplement low levels of domestic
savings $o that planned net imporls will be larger than had money not been borrow ed, enabling a hi ghcr rate

" of GDP growth to be achieved) fails to function propetly. In the successful variant of “foreign debi powered
growth, the acceleration of GDP growth is followed by an increase in exporls so that net imports eventually
turn into net exporis, from which the debt may be serviced and the stock of debt grad:.nlly reduced. ‘This
process is described by Abramowilz in his a “debt cycle model” , where he traces the full cycle of debt
gencration and repayment”. The unsuccessful variant of “forcign dn,bt powered growth” is characterized by
(referring to Viet Nam’s case here) a heavy initial debt and/or extramely fow domestic s'wmgs rates for
whatever reasons. In this scenario, debt service continues to grow and when the country tries to pay it off it
finds that it is unable, with given yearly foreign borrowing levels, to make the domestic investments required
to vouchsafe sustainable growlh or cover the social services spending needed to felieve poverly. a prob!cm
cqually as pressing as growth itsell. ‘The GDP growth rate stalls, and the domestic savings rate never breaks
out of its initial low levels. In other words, (he vicious cycle of low savings leading to low investment
leading to low income leading 0 low savitigs goes unbroken. Borrowing was supposed to break it, but (nnly
serves lo increase the stock of debt.

Figure 2 brings together the flow of income and funding in “forexgn debt powered growlhy” al the stage

of foreign borrowing, and the flows for national income and foreign debt. The illustrations are extremely
general. In the unsuccessful variant shown at the top, there is a compelitive relationship between the three

6 Viet Nam :mmzama that it 2ded 1 &1 2 million jobs every year heiween 1991 and 1995, Accwrding 1o IMF mterials, the eniployed abet
foree inceeased by an average of 944 thowsand possons a year between 1959 and 1993, rising as 2 pereentage. total mpula(mn from 44.7% 10
16 24,

T} SPC, GSO, Viel Naw [mrg Stardand Survey !992—.’993 Hanoi, 1954 Woeild Bank, Foverly Acsesirtent and Strategy. Jan, i995: JICA ,
Crntry Study for Fipanese QDA 10 Viel Nani, March 1995, pp. 1647,

$) ° InChina, toward the cad of the Fiest Five-year Plan period, the numbaes of the newly employed in the modern sector in the mformﬂc-. of e
Firét Five-year Plan period (b953-57) as well as in the draft Second Five-year Pian (1.3 midlkion porsons in the First Five-year Flan peciod and 1.2
~ 1.4 nillon porsens for the Second Five-year Plan) was thooght 10 be insufficient to ahsorb the prospective new catrants in the labor foree in the
future, This thinking becank the motiv alion 10 {fliate Mw Great Leap Forward Movemwnt in 195560, .

N As a pomw cal description of the basic idda on “growth by fercign bomowing”, John Williamson, Fhe Qpen Bconony and the World Econcuy,
Basic Books, N.Y., 1983, Ch. 6-2. With régard 1o "the Debt-Cycle Hypothesis, ™ there is a shorl istroduction in World Bank, Warkd
Development Report, 1985, pp. 45-47.
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Figure 2 Flows of national income combined with flows of external debts in the economles
in which acceralated GDP growth is planned by using foreign borowings
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mwmplgtv accounting of dishursement in short term dedt, :

3. World Debt Tables 1994-95 defines “Severely Indebicd Low-Tncome Counlms as those countdes in which cither present

\-'aluc of debt service to GDP is above 80% o present valve of delt service (o upons of gmds and servieos is above 220%. Viet Nam
is'designated as a “Severely Indebted Low-Income Countiies.”

Source: World Bank, World [rebt Tables, 1994.95, Vol. 2, 1994,
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circled variables (debt service {D], domestic investment [1], and social services spending for poverly relief
[C)) determined by a given value of foreign debt (GE). The reasons for this competition have already been
explained above,

This variant frequently brings about stop-and-go-style macrocconontic swings.

(1) When the government altempls to use deficit budgets and higher debt issuance to make the
additional investments that would inctease low levels of domestic investment and bring about high growth, it
generates unsustainable levels of inflation or large net imports (Junded by foreign debt and in excess of
planned imports) and balance of payments disequilibrium.

(2) The normal policy measures demanded by the IMF to deal with the resulting MACTOECONOMIC
instability include reductions in aggregate demand and adjustments i the exchange rate, but if these
measures are laken without implementing measurees in the real cconomy (0 improve geowth and savings
rates, all they may do is force investment and social secvice spending to be cut to unsustainable levels.

Statistics for the 1988-1994 will make it clear that Viet Nam is in fact in the unsuccessful variani
described above.

(1) The years 1988-1989 are a classic example of stop-and-go-style growth. The GDP growih rate,
which had been in the 3% range up to the previous year, was raised to 5.1% and then 8.0%. This drove the
ratio of aggregate fiscal deficit to GNP from less than 6% the previous year to 7.2% and 10.2%, with the
banking system recording a 189% increase in domestic ercdit for the full year in 1989. The result was a CPT.
inflation rate of 308.2% for 1989 and 95.8% for 1989, with the balance of payments deficit rising {0 10.1%
GNP Both were at unsustainable “crisis” levels.

(2) In 1990 and 1991, Viet Nam took policies to reduce aggregate deand in order lo deal with the
crisis. The reductions in government outlays canie in the form of shatp cuts in public investments and
goverament employee salaries, They were successful in reducing the aggregate fiscal deficit to only 3.8%
GDP in 1991. Banks also hield domestic credit growth to about 36% for the year. The result was to bring the
balance of payments deficit down to 3 8% GOP in 1991, with an inflation rate of 36.9% in 1990 and 83.1%
in 1991, The GDP growth rate likewise fell to 5.0% in 1990 and 6.0% in 1991. We have not been able to
adequately verify the degree to which increased oil production and its contributions fiscal revenues between
1988 and 1992 helped to stave off further reductions in the GDP growth rate in spite of stiff austerity
policies. However, it is a facl that even the Warld Bank and IMF found the cuts in aggregate demand (public
investments and govunmem employee salaries) to be too sharp and clearly untenable.

@) In the pendulum swing from the excess of cuts of the previous years, 1993 was a year of renewed
_ﬁs;al expansion. [n 1994, structural ad_mslment loans from the IMF and Woeld Bank and the resumption of
aid from bitateral donors brought stability and apparéntly success.

(4) Table 1 illustrates the competitive relationship in government allocations for D, I, and C (social
services) in high-debl, low-income countries around the time of this stop-and-go process. Table 2 provides
statistics for the gross debt stock (the source of D) and debt-related foreign funding flows (the funds from
which D is serviced). What should be noted about the relationship between D, [, and C is that between 1989
and 1993, D was subject (o the most rigorous constraints among “growth-related expendilures,” followed by’
1. In making adjustments, social services expenditares came up first for constraints, but the rate of change
was slight due to the relatively small size of the amounts involved. However, ‘when [ is subject to constraint,
it causes reconsiruction to slow down and long-terin dévelopment to be defayed.

($) Since about 1994, the environment has been conducive to tapping into foreign savings, whichi has
eased the difficulties of debt management. If, in conjunction with this, counlries concentrate on sys1em|c
reforms and developient while employing proper macroeconomic management, they should be able o fund
fundamentat solutions to problems of stabilizalion. We are certain that the government of Vietnam will act

- prudently in this regard. Bul we would also note that when an environment conducive to tapping into forelgn
savings is combined with the discovery and mcreased production of resouices (for example, oil), there is a
strong tendeacy for counlne_s (o contract the “Dutch Disease.” The “Dutch Discase™ is somelimes seferred to
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as the “Oil Disease.” The combination of an oil boom and excessive foreign atd will Cause & counlry’s
foreign exchange rite to be set far higher than conditions would warrant, which prevents the development
of the traded industrial goods that are outside of the boom but ought to be the mainstays of development.
Even if the Dutch Disease does not manifest itself, a too-easy supply of foreign debt can result in “moral
hazards”—countries forget to make the hard efforts that dre required. Viet Nam would do well to guard
against such tenderncies.

Vi.Ralsing the savings rate

Of all the initial conditions o which the economy of Viet Nam is subject, the one that it is most
pressing that we rethink in a cold, dispassionate manner is the extremely low domestic savings rate. ‘The
purpose of this section is to delve a bit into the Statistics regarding the savings rate, to examine the
improvements that have been seen in the ninelies, and to look to international experiences that illustrate
how a low-income country can overcome the constraints of a low savings rate, Tables 3, 4, and § were
prepared to facilitate assessment of the Vietnamese savings rate. In 1994, Viet Nam’s GSO published
statistics for 1990 revised in light of changes made to savings and investinent estimation techniques. The
revisions raised the gross domestic investment rate from 8.0% to'11.7% and the gross national savings rate
from 2.9% to 7.4% Table 3 shows that while the World Bank accepted the revisions without question, the
IMF felt il necessary to recheck them. The figures adopted by the IMF are generally considérably lower
than those of the World Bank. But the question of which group of numbers is more reliable is far less
important thau the need for low-income countries like Viet Nam to think of domestic savings not in terms
“of “gross,” but in terms of “net” savings from which depreciation charges have been subtracted. This is the
value 'that needs 10 be looked at. Table 4 shows the size of depreciation as a percentage GDP for 1989,
- which was 7%, for a net domestic savings rate of 5% and net national savings rate of only 0.4%. There are
no estimates of depreciation rates available for subsequent years, but if we are correct in assuming that they
remain about 7%, then the net national savings rate is far below [0%. In fact it could be close to O or
actually negative (paticularly if the IMT version is used)™, Absent ofisetting foreign savings, a nepative
domwestic savings rate represénts the depletion of domestic capital stock, While wartime abrormalities are
no doubt over, these figures stiggest that the restoration of infrastructure and productive facilitics has
progressed only modestly at best. :

if\bla 5 attempts [0 wse microeconomic surveys to back up our conclusions about low savings rate. The
VI.SS included a survey on household siwings assets and liabilities. Qur table pmvide these statistics as
annual income ratios for five levels of city dwellers and farmers. For reference we have also included
correspondmg numbers from Japan’ s Household Survey. The Japanese stalistics depict a situation in which
the head of the household is able to concentrate on work with relitive peace of mind since the household
has assets worth 2-3-times annual income. The fact that in all five classes in Viet Nam those assets are less
than half annual income, and in some cases less than 10%, is 4 stark iHustration of how precarious life is.
This becomes even more apparent when these figures are viewed in conjunction’ with debt stock. Though
only intuitive, this lends strong support to the credibitity of the Tow-level macro statistics.

The next question is how to assess the improvements scen in savings and investments from about 1991
or 1992 (see Table 3). The standard for our assessment will be the extent to which basic improvements have
been seen in the savings rate, which is the biggest constraint on growth in the V:c!mmcse economy. Two
ntatters should be noted from this perspective.

103 The size of he depreciation rale is influcnoed (10 a arge extkent by the size ¢oF the growth rate as well 2s by the capilal prudm ton coeftivient
for the econoniy as a whole, Though direct estignales of the depreciation rate cannol be used for )cm othet than 989, these tendencics
sugpest that 7% GNPis a gm‘l Palipark figare. Table 4 also contains statistics for Chima,
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(1) Table 6, and particutatty the C portion thercof, makes it clear that much of the improvement in the
savings rate during this time was due to improvements in government savings. As Table 6 (b) illustrates,

improvenients in government savings were themselves due in a large part to the contributions of state
entérprises (more specifically, increased oil producuon) to government finances. In considering what this
factor means for Tuture savings rate increases, we should note the uncertainty of the prospects for further
increases in oil production and warn of the potential onset of the “Dutch Disease” and “moral hazards.”

(2} When the increase in oil revenués is discounted, the remaining improvements in goverinent savings

came from reforms 1o state enterprise financial systems (in addition to requirements Lo contribute more
profits to the govenim’enl subsidies and grant fixed investments were suspended) and reform of the tax
-system (new or higher taxes on profits and sales). These successes should be giveni credit, for it was because
of them that Viet Nam was ablé to achieve growth in the ratio of fiscal revenue to GDP where similar
reforms in China pluiged the ratio into long-term decline.” Some would argue, however, that it is difficull to
expect these kinds of measures (0 continue to produce improvements in government savings. Increases in the
profit and sales {axes serve as a negative stimulus (hat reduces the tax base. To increase transfers from state
enterprises any further it will be necessary to deal with their large (defaulted) bank debts and fully rebuild
their production in management.

Among Viet Namv’s neighbors, the experiences of Taiwan in this regard are of particular inaportance.
Taiwan’s net domestic savings rate {as a percentage NNP) was 5% between 1951 and 1959 and 8% in 1960
and 1962, both low levels, but in 1963 jumped to more than 13%. Some would argue that, according to
Rostow’s definitions, the 1961-1963 years represented the “take-oft™ period. However, net domestic
investments (as a peréentage NNP, 10.9% in 1951, 10.2% in 1955, and 17% in 1960) were possible because
of a larger amount of foreign savings coming in, which allowed Taiwan to cover and exceed net domestic
savings. Most of these foreign savings were financed by American aid, w hich was cut oft in 1961. Taiwan is
thus a classic example of a country that uses large amounts of foreign savings to make up for shortfalls in
domestic savings, but what should be remembered is that there was a decisive factor for success in that
T'm\an s macrocconomic management, including its debt management as foreegn savings flowed in, was
prudent.’” South Korea’s experieace was similar.

China would be another country that should be considered, but thece are unfonunattly no SNA-based
savmgs and investment statistics dating back to the fifties. (The MPS accumulate tate was 11.3% in 1952,
whicli rose to 20.0% in 1957. The trade balance was negligible at this tinie.} What is worth reconsidering is
the practice of “accumulation 1hrough Jabor”-—-marshalling excess rural labor within the framework of
village cooperatives (lhese wnits are the same as colléctives) 1o collectively work on projects such as ﬂood
contrel and irrigation. Such projects are considered “minor” among Chinese agricultural projects, but “Table 7
shows that most Chinese irrigation projects were initially accomplished i just such a mapner. The
opporiunily costs are exteemely small. In India, the agrarian land system and the peculiarities of caste in rural
villages make it almost impossible to tap this excess labor for community purposes, so most irrigation w ork
must be accomplished by medivm and large sized national projects with high opportunity costs. Table 7
undcr:,cmcs these contrasis™.

11} The size of the depreciation fate is infeenced o a large extent by the size c-l Uu. grow th rate a3 well as h} the capital production coeflicient fog
the ecopomy as & whole, Though direct estimates of the dopreciation rate cannot be used for years othir than 1989, hese teadencivs suggest thal
7% GNP is a good ballpark Nigure. Table 4 also coplains statistics for China.

12)  The abose figures weee taken from Shirtey WY, Kuo, The Tanwan Econanivin Fransition, Wostview Press, Boulder, Celorade, 1983

1) Fora d.sm<smn of “nénat Projects” and “accumulalion through labor™" see iy Nationaf fncome and Capitdd Formation in Mairland Chiaa,
Tnstitule of Asian Ecenontdc Affairs, 1965, The concopts of Nurkse on the “latent savings incloded in Tatent vheraploymenl™ discussed in Chapter
I Socticns § and 6 of this paper should atso be consulted.
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Table 3 Viet Nam: Gross Investment and gross savings: IMF and w8 versions %:iatioto GDP -

(3) IMF
[ . 93 94 '
« .
o i H '___'_)_Ii___ --jf.‘, (estimate}l (prefbminary) ﬁ‘iS—
L.Girnss capital forminting el s e 12.0 14.3
2.Gioss sational savings{3-1) ANY 19 ER| 1.3 53
1 Luucnl accounl ilinrge -R.0) -3 250 s L0
A lrade ;ccuunlb.z_l‘nncr 55
5.Gposs Jneslic savings 68l 109 R 1 A8
- . . _
{b) Woﬂd Bank _ .
89 90 9 92 93 {cst.) | 94 (pred)} 95
1. Grons investment wol 03] asal ol e vyl
2.Gioss nationat hvm&s(l b)) wa. 14 [RE 16.3 1t.2 15.0)
3. Crirsent ¢ seeot batance n.t. 4.2 1.9 0.7 -8.3 4.9 3
MV secvunt batane . RN RtR7 -5.3 6.3 L
: S(!(‘;;t;w domestic savings 0 o 142 wal - 13.1 n.a

Sourse: {a) IMF, Viet Nam : Recent Economic Developmient, June, 1694, p.7,
(b} W8, Viet Nam : Public Sector Management and Private Sector Incentives an Economic
Repost, Sept, 1994, p.16.

Table 4 Gross and netin tha statistics of investment and savings

T -\;ﬁ\'l;. Bitlion dung %

1GNP T nssT 1y
?{(:;.::::s:‘:ﬂ:!;]c ;;;::H;::t\!::mwl 2RIG69, tA
Y.Consumption of fixed copilal : 1.657.6 BT
4 Net Capital rntm_nlinn__ !,ljm';.f) 4y
5 Hakunce of cyrrenl ot b 1 l)'.'l; 4.5
6 Net watianal & Savings B2 X

Sourse GSO, Vigt Nam Economy 1986-1991, Based on tho System
of National Account, Hanoi 1692

(b} Statistics of China; 1979, 1984, 1988

Y™ Iy 1988
1 Gross domestic fnvestment Y w3 343
2 Depueciation ratio C X w0l IRy
NG docstic savings | age| 113 5.4
£.Gross domeslic savings - T 35.0 36.5 R 22
$.Net ducstic savings B Y R Y

Source: Gue Shuging and Han Zhibxiy, Distribution and Expenditure of China's GNP,
Peopla's University of China Press, 1991.
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Table § Viet Nam: Savings assels and debls per household averaga by UNDP & SPC survey
(unit: % ratio to an'nda_! household revenue)
{a} Savings
By expenditure guintie

AR (N T S0 T I N T
Rurad 1.5 9.0 2K 111 40.4 185
Udbian ' R 5.7 19.4 1yl R? 61t
Tolad : 7.} RE 1 17.3 631 RFR
-(,'tm(spnnding mioot| ) . o
Fapancse 2038 1380 2i6.5 1mwor 1RLn 193.3
| hauscholds ; —
{b) Debis
By experidilure quintile _
] 2 K 1 s Al Groups
Ruasf 12.1 1. 1.2 1A L5 COMLE
I e -
Uihan R3 My 9.4 FARY RAN 7.1
Tutal 121 126 i1.4 14.6 4.7 17.6
Concsponding ratio nf |- - T T .
§apanesc 52.2 315 43.1 55.1 490 60.2
hrnsselioldsH

Source: UNDP, State Pianning Committee, The Rapons on Income, Saving and Credd for
15934 in Viet Nam, Hanoi, 1894,
Japan: Statistical Buréay, General Alfairs Office, Nippon no Tokei 1992/93 {(Japan's
Statistics 1992/93). 1993,p.232.

Table § Viet Narh: Analysis ot government budget revenue and expendilure
(a) Structure of government budget: I-S batance{Unil: % of GDP)

- 1on | tov0 | 191 | tev2 | 199dict)
E-;;mr(nl n{:t:;;;lcrcntlc . “,_" l(s‘(-l ihil 148 ) 206 ‘M.;
“]2. Cingent :;cc1)t|:1|t1pc|2£hﬂc T Taa N 19.4 158 209 w“_—ZT_‘
3. Gorrem nceoust btance X R R X %)
4. Capilal account {gaverament investient} Y 5.;’- m‘——?l: _—_—ET‘ 1
S.Overall |‘{1|;{;:{Nl‘| savings in?!éw} T Y X 8.4 6.8

(b) State enterprise contribution to the government sector{Unit: % of GOP)

1Ry ] 1990 . oo 1992 | 1993 {prel)

1. Transfer to lhic govaanment 9.7 #‘ Y R.AL 11.7 129
_L::l i, o X p:u)'m—cnf I I AMTU; M—RT) _—il_)_?
T prafit susiender m—-""H‘.T‘ 8.2 s -
Qther ansfer T R KT Y Y

m-—‘_—_—_- (O elated lc.vfnuc}'- (1.2} (2.2 T —(:‘-T) “-—a—.—i—) __'——(T.;)
2. Transfer from the giw::;l—;n—;c‘a:“_—— .'5.2 29| L1 o] 0.7
ot s | e el ea 02
i mnﬁﬁ?in\'utmtuﬂ AN Z.T_) ~ 1o o8 053
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Table 6 Viet Nam: Analysis of government budget revenue and expenditure
{¢} 1-S Balance of the economy by seclors {Unit: % of GDP}

1952 1993
Enthie Cinv't inn-guv'l Unlisc Gov't Non-govt
wemeiny 1 [sector 2 secboi 3 connomy | fsccim 2 scclor
T Y Y 19 1) 8.1 62
st 6.8 sl 2w Y 26 6.2
st b a e mss s

Notas: 1. Taken from Table 3-{a).
2. Taken from above (a).
3. Taken as residual.
4. Gross domaslic investiment
5. Gross domestic savings )
&. Equa's lo balance of international trade balance
Source: IMF materials

4
\ PN - ,-’—4?")‘ .
A
Ry e
) i W b —&—China Expenditure
.. : —¥— China Reveaue
-5 T . /
i ___15? - ;\ / —€— China Revenue plug
_ _ | e — _ extre-budget Revenue
<
.\_h——-__ | ) _ —&- China Expenditure
S J P —— TRy o © plus extra-budget
— \I/ E
3 xpendoture .
- i f U T . T B o V:g’t Nam Expenditure,
IS U SRPUNY UNIEEINN RPITS M § — —&— Viét Nam Reveaue
E R 2 8% ¥ 8 3 8 B3 228 : 8 R o
s B e 8 g s g8 ZE & EEZEEE

Source: China @ State Statistical Bureau, Zhongguo Tongii Nianfian 1994 {Chinese Statistical Yearbook,
1924) ; IMF's Matenals ; World Bank, Viet Nam Public Seclor Managemenl and Private Seclor
Incentivas : An Economic Repor, 1994,

Figure 3 China and Viet Nam : Ratio of sfate budget revenus and expénditure to GDP



Table 7 Saving with usa of local surplus izbor---Tha experierce of China and India
{a) Indicators of capital requirements for irdgation Input on a project basis

AKIAY |
fased on
AK/AL AUISL AKAO |Uascdon [hypothetical
US dollas per hectare Kilngeams par S dolbars per metiie] qyriemt unifoins pikce
heclare Lo wholesale Jof paddy:USS
price of rice{ T per melric
S FSUUSU S — - on
Peojects started i 1 and LZand YEYT
Vs Nl output l“rn"cch‘h average
Major dind mediuny  feoclficient used d', \" y SUEIg a.29 4.89
O i i foyeenive |RE00 ] '
Miner projects 40| TEYP SGHT 0 edium | 2.85 168
SEYp 2EVE MO s 67 l -
Major projets 214 | 3eve 783 2‘13 ¥ iccts 126
Minor pinjedds 97 $OF POJECE
Matlional avcimgie Tor
wsrss et ettt Major projects 222 o Bl
CINA| Major pojects 201 [V ‘;"'I’f)‘y Medims projects 142 3,,,2, :,',,3
Mcdiun projects IDR ‘ic ¥ 15;, Minor projects 3§ - :
Minos projects 26 {7
Notes

1. Nolations—-K=capital outlay required for a project;

L=the area of cul tivated fand benefitted by the project; O=agriculture outpul; Y=net value of output.

2.K of Minior projects for China represant only those paits financed by government

subsidies and state bank credit, and do not inchude the amount invested by farmers. L is gwen in terms of
net area benefitted.

3. FYP stands for Five-year Plan

VIi.Dualistic paths to industrialization

In addition to the low savings rate, the olher mmal condmon that stands out far the V:emamese economy
is the low level of development of modern industries in the real economy. In this cecnon we examine some
available facts rtlalmg to in this and make some {rial observations as to what the governmenis of those “late
comers” “which started” from simitar stages and Auccesfully achieved industrialization might have done to
rectify the low levet of modern industrial developmient. The Initial Deaft's wriling on industrialization leaves
us with (he impeession thal Viet Nam is paying unprecedented atlention to its industrial structure. We are, of
course, pleased with the earnest attitude of state intervention in industrial development that has resulted
iherefrom. (Though regarding the specific content of indusirial policy, the second parl of “Urgent
Recommendations” is expected to deal with it, and we are not discussing their merits here.) We do, however,
feel that there is room for comment on the approach to enhancing induslrial de\elopmenl that is bemg taken,
first in relation to the two-tiered nature of the industrics that should be developed and the different promotion
pollcm% that will consequently be required and served in relation to the development of agricultuial
production, which is an absolute prerequisite,. Among international experiences, most experiences of the
countries in East Asia, both prewar and post-war, are useful™, but here only China’s ¢xperiendee is laken up.

id) As for the post-Meiji lamn s expesicnce, so¢ Shigere Ithikawa, “Appoprizie chrmologn.s Some Aspects of Japanese Exporivncy, *in Austin
Robinson ed. Appmpn e Ted nologies for Third World Developmert, Mactilfan, London, 97y, :

33



Table 7. Saving with use of local surplus fabor---The experience of China and India
{b) Proportions of major nad minor projects in government development outlay on frrigation
Malntand China and India :

o L)
() iove
n . . |Goveinmen
2l Goverament Development .
Increase i dndgared Land Uinvestien
Ovullay i
o _ _ _ T cost per ha,
Azciv in Fanportion | Amotunt in § Pispotion fn $
_ |miltienbha, lin% wiflion L
AMainland China: 195)-56
.Mnj(w priects Tase] Al “us !3.7< h UM
Mcdiom pjedis B6Y) 1.8 94.1 55.2 &
Minor projects KLV 0.8 444 26.1 4
Totat : S1LR3S 100.0 1703 100.0 15
Indm TEYR pcuud o
M: !jl'l&lntdﬂll\l ERET 715 630 85.7 $17
mmcch R ; . e
Minng projects 4.047 71.5 105 4.3 .
Tutal ] 5.221 18,0 738 LK) He
12 FYF poviond
- Major & medinm N Y T ]
projects . 2..469 , 404 182 . ma _?l?
Minor projocs” 3642 546 199 0.0 55
Toal 6111 1000 981 100.0) 164
: IFYT periced(plan)
M:;uﬁ?&:l;;m B _ 1T B
projects ) 4.654 47.3 1.259 . e 2N
an -chclf. o . 5.9K0 52.1 YA © 294 )]
2.834 1L 1784 1000 (LY

" *Ihis refers 1o the rminor pro]ec!s vnder the agricultu rab programs only and those under the

. communlty development programs are nol covered.

M Thls refess to the gove mment subsidies only.

© Source: Shigeru Ishikawa, Economic’ Developmen! in Aslan Perspective, Klnokumya Co.,
Tokyo, 1967, Tables 2-25 and 2-16

Let us begin by examining the degree of development seen in modern industries (excluding cotlage
industrics and handicrafts). Though there is no casy available data Table 8 on totat value of industrial
production in some benchmark years suggests that there is no drastic diftérence between Vietnamese
industrial development today and that ‘of the China in 1957 soon after the People’s Republic came into
being. ‘The table itself shows the total valve of industrial produchon in China in 1957 was about three tiines
of that in Viet Nam for 1553, we are discounting the Chinese figures for poPuhuon China’s populauon of
about 600 million is roughly 10-times that of Viet Nani.*" In qualitative terms, China is ahead, since prior (10
the war it had spinning factories in Shanghai and Tianjian that were viable exparters. Tables of the export /
~ import goods mix show Vietnamese exports to be almost all primary goods; indusirial goods account for a
relatively minor percentage. China, by contrast, saw its manufactured goods exports, consisting primarily

15)  Ancther factor 10 be taken into cmsid-.rauon the difference in thw land area: Tota) fand arca of Cbma 15 30 s that of Vict Bam and the
area of agricultural 1and in China is 13 timks that of Viet Nam. As the (\bjut of ditect comnparison, the number of industrial enterprises
texctuding domestic industay) in China (1952) s 6-4 1inwes that of Vial Nam (1950). :
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textile products, rise from 20% in 1955 10 35% in 1959 (from date on trading pariners tabulated by the UN).
" But modern factories were generally located only near the teaditional ports and were at best scattered
unevenly throughout China’s ¢normous lerritory.

it is recalled that industriatization of the late comers (i.c. the countries which stated the process for
industrialization in the years later than the Furopean industrialized countries which completed the process
during the 19th century at the latest) started more or less from the similar initial state of induostrial
development. It is also noted that the successfolly industrialized countries among them followed two
different roads of industrialization in dualistie structure.

The upper layer of this structure consists of the enterprisés using modern technologies which are more
capital- and technology- intensive, characterized by the significant scale-cconomy factor and, moreover,
having inteér-industiy relation (externality) effect. Introduction of these techiologies were promoted by the
active- support of the government. In the lower layer, from among the “modern” technologies those less
captiat- and technology-intensive are selected. The engineering characteristics of these technologies are
classified as “modern,” but already internationally “standardized,” and is easily learned. They are often
introduced in combination with the “pative” technologies. These “hybrid” technologies are sometimes called
“intermediate technologies”. In the lower layer, in addition to these “intermediate technologies,” the
traditional and native techriologies are used side by way of a small enterprise niethod. In the economy where
the prevailing resouree endowments are labor-abundant and capital-scarce and the techiological and
organizational capabilities are underdeveloped, the choice of the dualistic industrinlization and hence, the
choice of dualistic technological structure ase likely to be rational. It is not difl ficult to verify this rationality.

Chinese People’s Republic is a typical country which fotlowed forcibly the process of this dualistic
industrialization usider the deliberate policy choice of government. As shown in Table §, Chinese industrial
production increased 53.6 limes during 1957-93 {the increase per year is 11.7%), the performance which is
in a sence oulcome of the choice of this dualistic industrialization. (Note that in the history of Soviet Russian
industrial development, there were no case of tha approach for structure adopted.)

First, wilh regard to the development of the upper-layer, it is well-known that it is promoted by ihe
central govemmem as the state owned projects and with the largest share of public investment atlocation.

When viewed from the perspective of industrial technology, this process of upper-layer development can
be seen (o have come in four “waves.” The “First wave” began in late fifties when several industeial Centers
were created across the couniry with technology and financial aid from the Soviet Russia. Subsequent waves
come from the West, coverring the years 1963- 1966(the “Second Wave”, 19?1 1977 (the “Third Wave”), and
1978-1979 (the “Fourth Wave} respectiv ely, as modern cheinical and energy technologies were lmnsplamed
at near state-of -the-art levels via turn-key projects.

To be noticed is the extent of the introduced technologies. The Soviet technologies introduced through
the “First Waves” are (hose already standardized in the West by 1940s. By the time of this Iirst Waves,
China had already accumutated the capabilitics to absorb and apply these technologies with some additional
effort. Indeed, the most important work done by the Chinese engineers since the First Five-year Plan was
copying of imported technologies embodied in the plantsin the from of blue-prints-and distributing them
widely in various part of the country, with the final outcome of a number of almost identical factoss
established there. The center of such copying work was the Technotogy Institutes attached to most industrial
sninistries. ‘The same method of technology development was pursued i'_n the “Scecond Waves.” After the
“Third Wave,” however, the level of introduced technologies was saised. It was reported that the copying
method became hard to apply. The best indication of this difficulty was the fact that in the “Third Wave,” 13
planis of urea production cach with the same production capacity of 200 thousand tons urea were
introduced.™ '

!6) Shigeru lshwkawa “Sino-Japanese Economiic Coo;xr.suon " The China Q,uuler.f\ March 1987, Shigeru Ishikawa, “A Study of Tecmolngml
Development in China,” in Ishikawa and Tanwra ¢d., A Study of China's Science and Fechaology tin Fapanese), Japan Econommide Resedreh
Center, IW-‘
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In 1978 when the Cultaral Revolution ended, there was an event in which a large number of turnkey
plants of state of the art technologics were introduced from the West almost-at once and failed.”™ Apart -
from this case of apparently mistaken management of technology import and development, the attempis of
building upper layer of dualistic struciure of industry and technology were programmatic and successful.

As an attachment of developing the lower layer, there was a notable event toward the end of the First
Five-year Plan period. Normaily, a series of blue prints or designing of the smatl-scale planis and
machinery intended to be applied to the industrial branches, such as iron and steel, ammonium
synthesization, sulfuric acid, soda, synthetic rubber, machine-building, ceinent, spinning and weaving and
clectricity were prepared by the ling ministries and distributed nationwide, These were among the branches
~ in which (he scale economy factor plays a sigaiticant role, and thus there was 1o room for the smaller size

plants than the most advanced ones in respective branches to survive. The type of technologies embodied in
these blueprints could be taken as a kind of “intermediale (echnologles of "appropnate technologies,” the
terminology which was in vogue in economic development literature.'” However, the movement to spread
the smaller-size plant with these technologies disappeared, without begin tested, anidst the movement of
compulsory introduction of “pative {tufa} technologies™ {like the one involve in “backyard-furnaces”)
during the Great Leap Forward days. In fact, these “intermediate technologies™ represent the system of
technologics which are différent in nature from those embedied in the plants of the “plant industries” (of
the “continuation” lype) and “processing industry (of the “assembly™ type), the type of indusiries in which
' the scale economy factors tend to play a dominant role in competition. However, theré are cases in which
the attempt to produce the same products domestically, relying on these intermediate techiiology, is rational
enough, if and to the extent that the ccoromy can accept the rise in the product and/or the lowering of the
product quality. These cases are likely to emerge, when the economy’s saving ratio is very low, capital is
scarce, technological capability is poor and it is not possible to design and produce advanced plants and
equipment by themselves. As for the batch type plant industries and the non- assembly type industries,
insofar as the lowering of the product guality is acceplable, it often happens that the intermediate
technologies are instrumental for the labor-internsive and a smaller sized enterprise in the same industries
. to achieve lowering production costs and thereby to survive competition with the more modera, larger scale
_emerpnse :

Next, in the early 1970s, there were movements in the cast rural China to establish local small
mdus!nes manufacturing agricultural implements and machirery and related materials, fuels and pasts and -
components (“Five-small Industries” to use the name at that time.) The movement was initiated by the Xien

- governments. The type of technologies selected by these governments were exactly of the “intermediate
technelogy,” followed in the years 1957-58. Again the same policy has reemerged since 1984 in the form
of the nationwide movement of eastablishing the Township and Village goveraments Enterprises. This
time, the main advocators are Townships (Xiang) and Village governments which replaced the former
_administrative council of the People’s Communes and Production Brigades, respectively.

‘The Jast comment is with regard to the relationship between industriatization and its underlying factor,
development of agricultural production.

l?) Shlg.m Ishikawa, China (uartedly, op. cit.

18)  Masemi Sato, “China’s Sopalt and Medium Size Indusiey Seen froms Technology Aspect,” in S. Ishikawa ed, lrme ferat ijecnm of the
Chinese Ecoromy 1 (in Japancse), Tnstitwte of Developing Beononides.

19)  Shigoru Ishikawa, “Chincse Economiy in the 19805, in §. Ishikawa ed,, Chinese bonony in the F980s tin hpmec:.) Japancse [ostitute for
International Affairs, 1950, pp.29-33 .
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Source: GSO, Statistical Yearbock 1994 (Viel Nam). 558, China Statistics Yearbook 1993 and others.

Notes: i. Total value of production is derived on ihe basis of (1) ex-factory wholesale price index of induslrial
product and (2) a deflator of industrial producls computed using current and faxed price serigs of
GDP.
2. Oblained by official exchange rales: USS$ is equivalentto 10.65 thousand Deng and 5,762 Yuan
both for 1993,

Table 9 China : Growth agricufture and graing and it causes
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Source : State bureau statistical Bureau, Zhongguo Tongjt Nianjian {Chinese Statistical Yearbook)

Table 10 China : Increase inper capita Incoms and changes in the Enge! Coelficient in farm and urban seclors

Source : Zhonggquo Tongji Nianjian 1991 and other S88's publications.
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Figure 4 China: 'Breakthrough® of agricultura) productivity and fural industrialization:
A causalty map of the case of Southem Jiangsy Province
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The “township and village enterprises” in the coastal areas are often viewed as ¢ases in which
development of China's agricultural production spurred development of its industry. But what is not
adequately recongnized is the l)roceés inyolved. The process of development for “township and village
enterprise” was encourage by investments from overseas, and one of the reasons why it became a factor for
agricultural development is that the profits were reinvested in agriculture. This, however, was what occurred
in the later stages of the process. At the beginning, it was a leap forward in agriculiural production that
provided profits which could be used to accumulate the initial captical of the township and village enterprise.
‘The resulting increase in agricultural income provided purchasing power for the manufactured goods market.
Unless backed by a breakthrough in production that leads to higher ageicultural incomes, fural
industriatization comes at high bppommity'cds(s. The enteeprencurial spirit (o form township and village
enterprises was provided by the leaders of self-governing organizations in the tocal communities. I*"igurc 4
iltustrates the relationship. -

There is another part by which the development of Chinese agricultural production spurred industrial
development. This part travels via modern urban industries and the cause-and eftect relationships are not all
that easily understood, as this path is overshadowed by the above path in which agricultural progress led the
Township and Village Industries and whieh is distinctive. However, the fact that this path also worked leaves
no doubt: the breakthrough in agriculivral production triggered the advance 1o a new stage in which the
products of both agriculture and industry could be exchanged, which brought about sharp rises in the ceal per
capita income and the réal wages and revenues of both sectors. When limited to grain expenditures, the
Engels coeflicicat went from 44.2% in 1978 to 18.4% in 1900 for rural farming households, and from 22.4%
to 6.0% over the same period for urban houscholds. (Table [0} . The same houseltold receipt and expenditure
survey of the State Statistical Bureau also indicates that the per capita grain consumption, after exhibiting tha
peak in 1990 (in the rural districts, 262.08 kg of paddy rice) and in 1988 (in the urban districts, 133.17kg),
started deciding. o | '

The experience of the same progress in agricuitural production promoting the econemy’s
industrialization through two different paths appears peculiar to China. The ordinary and more orthodox path
of industrialization is the second path, in which productivity increases in agriculture triggers the urban
industriatization.® What is peculiar is the first path in which it brought about the rise in the Township and _
Village Indusitries.lu terms of Fig.5, the first path made it possible for the section of Sate en(erprises,m;d Cin-
1984 to exband to the section of State enterprises and A in 1993, The second path made possible the utterly

" new emergence of section B in 1993. One of the causes of rendering the second path peculias is that there is .
another necessary condition for the development of the Township and Village Industries: there are
botttenecks inipeding the free circulation of industrial goods between the rural and urban districts, so that a
kind of large niche is found in which products of the Township and Village Industries can be sold here
without the competition with the urban indusicies. As such bottlenecks of commodity circulation, there are as
well known legal and administrative limitation of producis and factor movement between rural and urban
districts. Apart from this, the underdeveloped transportation and internal trade network also malter. All these
bottlenecks and impediments would be remove gradeally with the progress of economic development.
‘However, befor that time, there is a possiblility for the overpopulated country other than China’'that the

second path will play & vital role for industriatization. '

200 Refor (o p.7, HE s Roport.
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Looking Back on 'Ten Years of Doi Moi

Tadashi Mio
Gaito Bunka University

1. The political results of Dol Mol

Any discussion of the future of Viet Nam's Doi Moi programs must begin by considering the
significance of the 8th Congress of the Vietnamnese Communist Party held in Juie of this year. Prior to Do
. Moi, the communist party in Viel Nam, as in other socialist countries, was where policy decisions were
made. Pariy congresses were convened every five years to adopt general programs for “national building”
and specific programs for the political, economic, defense, foreign relations, and cultural spheres. Mectings
of the parly’s Central Executive Committee were held twice a year to adopt concrete policies and guidelines
for the general and specific programs endorsed by the congress. Once adopted by (he Central Executive
Comnmiittee, the government submitted draft policies to the legislature for cohsidcm!ion but this was only a
formality. The legislature existed only to rubber stamp prograns and pohcus approved by the Central

- Execulive Committee. Since Doi Moi began, the legislatire has been given greater authority and wider
reqpons:blhlses Pohcy drafts prepared by (he party’s Central Executive Committée {the Politburo} continue
to be submitted to the legislature via the government, but the legislatore is now empowered to reject as well -
as accepled proposa]s In decisions on key posts as well—the president, prime minister, deputy prime
minister, and cabinet ministers——the Politburo creates a list of candidates to be submilted to the legislature
“via the government, but the Iegnshiun now veles an them by secret batlot. The Party Central Executive
Commiitee is empowered to amend policies, but cannot modify or amend the general nation building
progeam or the programs for specific spheres. Only the Party Congress can do that. There are, however,
cascs of discussions within the Party Central Executive Commitlee teading to “expanded interpretation™ of
programs, One very good example is the adoption of more capitalist economic programs and policies by the
Central Executive Committee in March 1989 than had perhaps been included in the cconomic program of the
6th Party Congress (December 1986), where Doi Moi was adopted. ’

The reason North Viet Nam, which has néver experienced capitalist development, has been able to lead
the country through tea years of Doi Moi, not only with no mistakes but with betier than hoped for results,
has been because it has, in its experiments with the market economy, been wilting to refer to the expericuces
of South Viet Nam, which had éxperienced capitalism, and accept the suggestions and advice of international
ﬂnancml msnluuons and capnahsl COunLries.

* One of the things that sets Doi Moi apart is that it places top pnoruy on ecoriomic dev elopment while

taking a more gradual approach to democragy. The Doi Moi cejection of multiple partics and affiomation of
the singularity of the Communist Party rests on an idea of “development by dictatorship” which realizes that
economic dévelopment is unlikely in the absence of political stability.
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The 8th Party Congress conies five years after the 7th, which was held in June 1991, tt is both a
summation of the first ten years of Doi Moi and a discussion of general ditections, programs, and holicies
for the next five years. The Political Report prepared by the Politbura will be energelically discossed prior
lo its adoption and, having been adopted, will serve as the basic guideline for the next five yOears,

The draft Political Report published on April 10 comtained no changes in the general Doi Moi program,
realfirming the same basic stance towards cconomic managemeit and foreign affairs. In other words, il
looks towards the achievement of a “prosperous people and strong state” by effcclively implementing
market econnmic systeins, expanding the inflow of foreign capital, and developing the economy under the
leadership of & parly and state whose ultimate goal is the creation of a socialist country. There are some
differences from previous guidelines, however. Among the new developments is the addition of “plantted
achievement targets™ for 2020 in addition to the basic concepts of the “Strategy for Econoniic and Social
Stability and Development to 2000 adopted at the tast Party Congeess. In other wotds, Viet Nam has added
to the initial goat of doubling per capita GDP between 1990 and 2000 a new goal of an 8-10-fold increase
in per capita GDP between 1990 and 2020. Though Doi Moi was adopted by the Party Congress in
December 1986, it was not put into action in the economic sphere untit the 6th Centeal Committee Plenum
of March 1989. Only three months later the Tian’anmen Square incident occurred in China. The
Vietnamese leadership is generally very sénsitive to conditions in China 2nd, as if anlicipating trouble in
Beijing, the Sixth Party Central Committec emphasized an issu¢ that had not been discussed by the Sixth
Paity Congress-—it rearticulated the “Five Principles of Doi Moi.” Doi Moi, it aff irmed, was not a change
over (o capitalism but a means of mote efficiently building a socialist state; multipte political parties will
not be allowed; the Communist Party is the only legal palitical party; and any attempt to introduce
bourgceois political systems will be met with severe punishment. These principles will be reaffirmed and
carried over by the 8th Party Congress.

Something else that set the 6(h Party Central Conunittee apart was its decision to ‘expand the
inteepretation of the economic program adopted by the 6th Parly Congress. The economic program of the
6th Party Congress recognized plurality in the production sector, but not in distribution, exports, or finance.
In short, it rejected capitalist-style management for these sectors. But the 6th Party Central Committee
embraced it. This aew political decision became the driving force in Vietnamese cconomic reactivation. In
the five years between 1991 and 1995, é\verage GDP growth _w:is 8.2%% against target rates of only 5.5-
6.5%. By sector, growih was 13.3% for industry, 4.5% for agriculture, and 20% for expoits.

For all its successes, Doi Moi has also had its share of failures and weaknesses. Viet Nam Ii_as yet to
emerge from the group of the world’s poorest countries, nor has it evercome such problems as low
productivity, poor economic efficiency, frailty in the resource and technology base, excessive and wasteful
cobisumplion in the face of enormous invesiment needs, and low savings rates. Meanwhile, the social
problems that are a by-product of the markel economy are making themselves felt. There are growing gaps
between the rich and poor, corruption and graft cun rampant among leading party and state officials,
smuggling runs rampant among the gencral public, the derivative phenomena of cap:lailsm ar¢ being seen
in rural communitics (landlord/shase- -cropper relationships), there is prostitution, AIDS is on the increase,
- traditional colture and morals are bemg forgotlen, there is excessive interest in imported culture, education
is not taken seqiously, and malerialism (money \’\-OF‘Zhlp) abounds. The targets towards which Doi Moi will
be working will be a continuation of the twin strategies * of socialism and defense in the spiril of the
outlines created by the 7th Party Congress. While one ¢an readily wnderstand the continuation of socialism,
it is worth noting that defense has also been included. In the late eighties, Viet Nam began reducing its
military, culting its active forces in half, from 1.2 miltion to 600 thousand. The defense budget was also
stashed. ‘The result was a considerable reduction in Viet Nam's defensive capability. After the collapse of
the Soviet Union, there has been no one to which Viet Nara could turn for mifitary aid, and it has become
increasingly worried by the military build-up in its neighbor, China. The draft of the Potitical Rnpon
submitted to the 8th Parly Congress used the term “peaceful evolution” in its comments on defense and
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security. “Peaceful evolution” in this case réfers 1o the use by imperialists of peacéful means rather than
military force to topple socialisti and bring it inte capitalism. Even after normalization of its relations with
ihe United States, Viet Nam has contimied fo produce a stream of papers warning of the dangers of “peaceful
evolution,” and the draft Political Repoit also advocates the “eradication of plans for peaceful evolution,
disruption, or destructive activities,”

1i. The economic resutis of Doi Mol

Between 1991 and 1995 (he Vietnamese econonty grew al an average rate of 8.25% a year (against a
planned rate of $.5-6.5%). By seclor, growih was 13.3% for industry, 4.5% for agriculture, and 20% for
exports. There were also pronounced changes in the economic structure that ivere occurring at this time. The
weight of industey and construction weht from 22.7% GIDP in 1990 to 30.3% in 1995, while services went
from 38.6% o 42.5%. ‘The country was also able to g6 a log way towards quelling ioflation, bringing it
down from 67.1% in 1991 (0 14.4% in 1994 drd 12.4% as of November 1995.

“The light at the end of the tunnel first became visible for the Vietnamese economy in 1993, The year
1991 twas one that will go down in Vietnamese economic history, It is the year that the Soviet Union, which
had been Viet Nam’s largest donor of economic aid, ceased to export products to the country at special
below-market prices, insisting instead that Viet Nam pay international rates, and in hard curcency instead of
rubles. Though this caused the price for Soviel imporis to skyrocket, Viet Nain was able to overcome (he
trial and still achieve an average annual growth rate of 3.5% for the five-year period. This rate is all the more
remarkable when compared with past growth rates: 0.4% between 1976 and 1980, 6.4% between 1981 and
1985, and 3.9% between 1986 and 1990,

More foreign investnients began to flow in as well. In December 1994, there were forty-five countries
investing in Viet Nam; in November 1995, their numbers had grown to fifty, Investments in 1994 were for
1,011 deals worlh $10,015.2 million; in 1995, they were for 1,620 deals worth $16,960.0 million. The top
investor in Viet Nam continued to be Taiwan, with Hong Kong in second place. Japan, however, has recently
risen from ninth to third. The normalization of relations with the United States last July and formal
membership in ASEAN, combined with the fact that the conditions for fuller Japanese ODA are now in
place, have made Japanese investors more keen on the country. The remaining members of the top ien are. in
order: Singapore; South Korea, USA, Malaysia, Australia, France, and lceland.

1I. Bao cap

The phrase “bao cap™ is used to characlerize, somewhat in an extreme form, the economic system of Viel
Nam prior to Doi Moi. Bao cap means “comprehensive treasury subsidies for production, distribulion, and
consuniption under a system of centralized, burcaucratic economic management.” It was the legacy of two
wars of national liberation (independence from France; liberation from the United States) and the “wartime
communism” that demanded centralized, bureaucratic control. Under wartime controls, the central
governmenl managed everyihing. 1t drew up the production plahs of state enterprises, provided them with
funding and raw materials, sct the prices for their products, made personnél decisions, paid wages, and even
subsidized tosses. The managers on-site had no authority to decide any of these things, nor were they
required to take respoasibility for the results, Meanwhile, wages were paid by the hour under an extreme
form of cgalitarianism that sapped labor of any incentive 10 work. Most of the bao cap treasury subsidies
went for three spending items: 1) rationing of basic essentials; 2) the Export Promotion Fund; and 3)
covering the losses of state enterprises. Price subsidies for rationed essentials accounted for 48% of total
subsidy paymeats. : _ _

- After the war was over, socialist couatries began o cul their economic subsidies for Viet Nam, and when
the Soviet Union and Fastern Europe embarked on economic reforms in 1981, subsidies for Viet Nam were
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further reduced and indeed, the country was pressed by its donors to begin cconomic reforms of its own. -
This undermined the existence of bae cap, and after the compleie failure of economic reform in 1985
(reforms to prices, wages, and currency values), the 6th Party Congress adopted a program of
comprehensive “renewat” (Doi Moi) in December 1986.

‘The bao cap econormic policies were only possible because of economic aid from the Sowel Union and
other socialist countries. The wars of liberation {rom the French and the Americans could not have
achieved their purposes, had it rot been for bao cap policies and the aid that made them passible. Doi Moi,
by like token, was predicated on the repudiation of the warlime economic system of bao cap.

The Party Mid-term National Conference (similar to an ad hoc Party Congress) of January 1994
proposed the idea of “industrializing and modernizing the agricultuse, forestry, and fishing industries” as a
means of feactivating them. The concept was to give priorily 1o the construction of small-scale plants to
process the products of the agriculture, foresiry, and fishing industries in order {o create the jobs that would
relieve rural unemployment pressures, thereby lessening the impoverishment that has been a legacy of Doi
Moi. Small scale plants were chosen because relatively little capital needs to be invested, and investments
can be recovered quickly. This poticy was included in the draft Political Report to be submxlted to the 8th
Party Congress.

The policy discussions in preparation for the 8th Party Congress {scheduled for June) have rekindled
the debate on “capitalism or socialism.” Already the Parly organs are publishing a stream of conservative
opinions calling for a rethink of the “plural economic sectors” idea (which altows for different forms of
company management and ownership, including capitalist formis). The majority opinion in the Pasty,
however, is to continue on with the multiple sector economy that is at the heart of Doi Moi.

IV. Piura! economic structire

Pre-Doi Moi poticies defined four economic sectors: the slate economy, the slate capitalist economy
{public-private ventures), collectives, and personal businesses. The post-Doi Moi system has permitted a
plural economy, recognizing five sectors: the state enterprises, the collectives, private capitalism, state
‘capitalism, and personal businesses. Note that the household cconomy (cottage industries) is not included
among economis sectors, While there was a state capitalist economy prior to Idoi Moi, the post-Doi Moi
““state capitalist economy™ refers to joint venlures between the state and dmmsuc capitalists, and between
‘the state and foreign capitalists.

The sector given the greatest emphasis is the slme ecoriomy. The Five-yvear Plan from 1995 1o 2000
looks to the state economy for intensive investme nts in such core areas as social infrastructure, economic
infrastructure, national finances, finance, insurance, and also the developnient of enterprises in the securily

“and defense industries.

Viet Nam had 26,282 enterprises as of 1994, among which were 6,042 state enterprises accounting for
23% of the total. Privale enterprises werg 52.4% at 13,772, with 19.5% limited companits, 0.5% joint-stock
companies, and 3.6% represehtative offices.

Among the most discussed of the post-Doi Moi policies for state enterprises are thiose concerning
privatization. The candidates for privatization, however, are loss-making enterprises that are able to remain
in existence only by drawing funds from the treasury. Their machinery and equipment tend to be substitutes
from the fifties, which further reduces their attractiveness. Lack of buyers has meant that little real progress
has been seen in privatization:

V. The Iocus of soclal benefits and problems

Ameng the most stunning chmges in Vwmames; social condmons is the fact that the residents of h]g
cities like Hanoi and Ho Chi Minh are bcuer dressed The young women, in particular, have become much
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more fashionable. The phenomenon is not timited to the women, however. Young men are also better
dressed. T visit Viet Nam two or threc limes a yeaf, and it seems apparent to me that the reason women have
tieen dressing better since 1994 is not unrelated to ecoromic development. Per capita GDP in Hanot and Ho
Chi Minh rose from $800 and $610 respeclively in 1994 to $1,000 and $700 in 1995, This is the result of
cconomic Doi Moi, of the introduction of market systems, but the principal beneficiaries are those who live
in and around the big cities. Those in rural and mountainous areas, particularly members of ethnic
minorities, are still poor. Ten years on, both the advantages and disadvantages of Doi Moi are becoming
apparcnt,

Vi.Poverty

According to a survey of Iivihg standards conducted jointly by the Viet Nam GSO and the World Bank
between October 1992 and October 1993, some 51% of the Victiamese population lives below the poverty
line, and about 25% are unable to get the necessary intake of calotics. Poverly is most widespread in the
mountainous areas of the north and the highlands of the middle west, where one in four suffers from chronic
‘malnutrition. There are more than fifty-five different ethnic groups living in Viet Nam, most of which are
winorities living in the mountain regions, The Kinh, or those whom outsiders refer to as “Vietnamese,”
generally live on the plains and account for 86% of the population. The expanding gap in affluence between
the Kinh and the minorities will be a factor for political instability and an impediment to rural development.
It should therefore be seen as one of the Achille’s heels of Doi Moi, just as rural poverty is.

Doi Moi has encouraged greater food production, helping Vier Nam to go [rom being a chronic food '

“importer to becoming the world's third largest exporter of rice. But even though Viet Nam is an agrarian
country, Doi Moi has brought about an increasingly serious bubble in land prices that is further widening the
gaps between rich and poor in rural communities, What has happened is that when the agricultural
collectives parceled oul group-owned lands to individual farmers, complete with long-term use rights,
transfer rights, and inheritance rights, land become a commodity. Agricuttural land, which the Constitution
says is nationally owned, is, for all purposes, a personal possession, and a land bubble has ensued. The
people profiting from the bubble are the land brokers, but interestingly enough, the Communist Parly
politburo also has ils owa real estate division that is dabbling in land and building deals. Since the
Communist Party is also Viet Nam's largest land owner, it is not susprising that this is helping to fuel the
bubble.

The draft Political Report: to be submnled to lhe 8th Party Congn,ss 1denl|f|es several social failures and
frailties in the tenth 'year of Doi Moi; among them: corruption, smuggling, waste of public assets, affluence
gaps beétween regions and between rural and urban areas, and difficult living conditions for minorities,
veteran revolutionaries, and wounded soldiers. To this we should add some of the other untoward legacies of
Doi Moi: prostilition, AIDS, theft, robbery, and indigence.

The draft Political Report also devotes considerable space to the necessity of protecting Iraditional
ethnic cultures-and ideatities. This is in response to the obsession of the past Lwo or three years with
imported colture, and p’irllcuhrly with American attitudes. At one pom( English-language billboards
abounded on the shops of Hanoi and Ho Chi Minh. They have since disappeared, but only because of
government orders thal signs should in principle be written in Vietnamese, with English written underneath
in smaller letters.

VIL Forelgn relations
*In receit years, the two biggest topics in Viet Nam's foreign relations have been the normalization of

relations with the United States (July 1994) and membership in ASEAN (August 1995). For Viet Nam, the
altraclions have been econottic on the one hand and defense-refated on the other. Since the collapse of the
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socialist camp and particularly the Soviet Union, Viet Nam has been extremely wary of China. Party and
government leaders and intellectuals fee! an evident dissatisfaction and anger over the way China has acted
on questions of borders, territory, territorial waters, and cross-border trade. But the cardinal rule for the
parly, government, and military leaders in their dealings with China is to avoid confrontation at all costs.
On the Spratley Islands issue, Viet Nam could, however, take coordinated action with the other ASEAN
countries. Normalization of relations with the United States will result in an American embassy in Hanoi,
with consulates in Ho Chi Minh and Hai Phong. The Soviet Union has putled out of Camran Bay, but it is
quite possible that the American military could end up using it. Now that relfations have been normalized,
an American presence in Viet Nam could be used as d counterweight to Chinese expansionism and mititary
threats. '

- If, as is rumored, the Amerlcan eimbassy is built in Hai Ba Trung, some of Hano: s best quarter, it will
serve as a strong restraint on the Chinese m]lmry s border violations. While the party, government, and
military cannol hide their wariness of (he “peaceful evolution” that some in US political circles seem to
desire, they also recognize that a US presence will be a valuable element in Viet Nam'’s security.

Vil. Restructuring education

Duiing the first decade of Doi Moi, Viet Nam has moved ahead with restructuring in many difterent
areas and continues to do so. Military reduclions are one example, as are on-going efforts to reform
- government administration. In education, this has raken the form of mergers between universities (to create
* the kind of general universitics found in capitalist countries) and the establishment of private univessities,
the first of which was Phuong Dong, founded in November 1994 in Hanoi. The name “Phuong Dong” is
" the Vietnamese reading for the Chinese characters that would be read “Toho” in Japanese, and the name
was apparently decided upon because it would give the school a Japanese image. There are curcently eight
private universities in Viet Nam.

IX. Relations between Japan and Viet Nam

"The people of Viet Nam first learned of Japan as a country “to the east” called “Phu Tang"” raenticned
“in the Chinese history book “History of Phu Tang”. In the mid-8th century, the Japanese Abeno Nakamaro

© - tknown as Chao Heng in Tang Chinese} was sent as an Governer general of the Emperor Xuan Zong to

govern the aréa that is now known as Viet Nam, which was then under Chinese rule. In the seventeenth
“century, there were “Japan Towns™-in centeal and southern Viet Nam, and thelr ruins and graveyards are
still in existence. However, it was not until the Russo-Japanese War that the Vietnamise began to look upon
Japan with respect, a respect that was geeatly increased when Admiral Heihachiro ‘Togo's fleet destroyed
the Baltic Fleet in the battle for the Sca of Japan. The reason why Confucian scholar Phan Boi Chau (the
teacher of Ho Chi Miuh) approached Japan for support in his war for independence from French
colontalisni (and a restoration of the monarchy) was because he had sc'eri'lapanese greatness in its defeat of
Russia.

'The Sapanese anmy’s march into fadechina in Ihe forties is called an * 1mpu|ahsl invasion” in the
official histories of the Vietnamese Communist Party, but we should note, at the risk of blowing our own
horns, that while the direct reason for the birth of the People’s Republic of Viet Nam {(September 1945)
might have been the victorious revolution of August- 1943, this probably would not have happened had not
the Japanese acmy dismembered French colonialisin. While the Japanese military oc¢cupled Viet Nam,
Japanese cultute was introduced as “Phu Tang culture.” There are those among the Vieinamese who
remember those days and look upon Japanese culture with fondness, but the public evalﬁalio_ns ‘of the
Communist Party ar¢ that it was “a iricans of colonial domination.” _ '

Where all Vietnamese, young and old, male and female, government and civilian alike, give unreserved
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praise to Japan is for its recovery and emergence as an econemic power after the Second World War. That is
in part why Viet Nam’s first private university, Phuong Dong, was given a Japanese-sounding name
“Toho"(Fast). Korean companies are moving rapidiy into Viet Nam, but their arrogance has made them
despised. The Japanese are, by conteast, treated with friendship and respect. This is a great assel for the
people of Japan, one we would take pains to preserve.
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Mitsuo Fzaki
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- Record of the Victnamese-Japanese Conferences in
the Study on Economic Development Policy in the Transition
toward a Market-oriented Fconomy in Viet Nam

1. Preliminary Conference in Hanoi for Project Formation (May 19905)

Main academic members of the Japanese side participated in this conference, It was agreed that the
project be proceeded as joint Japanese-Vieinamese study for the two year period ; the first year as Phasel
and the second year as Phase 2. In this conference, the Viet Nam delegates requésied that the Japanese
academic members make, in a few months, comments and policy suggestions on the early version of the
draft new Five-year Plan, which should be prepared soon. The Japanese side accepted this request, calling it

as the request for “Urgent Proposal.”
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2. The Elrst Hanoi Workshop (August 1995}

— Urgent proposal for the Initial Draft of the Five-year Plan and discussion on research topics for joint

study project

Monday, Aug. 28 (8th Floor, JICA Viet Nam Office) .
Opening Sesslons
I Opendng rematks
Vicinamese side
Japanese side

Session 1 (Macroeconomy)
L. On Initial Draft Five-year Plan
{1} Feasibility to dchicve targets of macroccenonies growth
(2} State enterprise reform
2. Vietramese presetation on the planning mwdcl
Underdying beneath Tnitial Drafi of Five-year Plan

Session 2 (industrial Policy)
1. Urgent commeats on the Five-year Plaa
.2, Commeats on {nitial Draft of Five-year Plan oo ASEAN, AFTA and AFEC oa the rclatioaship
between the coonomic growth of neighboring countrics and that of Viet Nam
K3 Victnamese presentation

Sesslon 3 {Fiscal and ménetary policy)
I. Urgent proposals on Five-year Plan

- 2. Vietnamese Presentation

Masans Todorekd
Vo Hoag Phoc
Norio Halori

Shigesw Ishikawa
Koji Haruta
Kguyen Quang Thai

Yasutani Shimoawra
Shujiro Uezta
Kenichi Ohno

Ryokichi Hirono
Toshihika Kinoshita
Lai Quang Thue

.  Tuesday, Aug. 29

Session 4 (Agriculture and rural development) |
: 1. Urgent proposals en Five-year Flan -
" 20 Vicinamose presentation P

Session 5
Discussion

Session 6, 7
' Discussions _ .
“With 1he ahin at clarifying priocity of jolnt eesearch work during phases 1 and 2
-Questions
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3. The Consultation Meetin‘g in Tokyo on Research Designs (November 1995)

- Discussion on the sub-lopics for research groups of the joint study

Monday, Nov. 27 (Meeting Room C, 27th Floor, Shinjuku Mitsui Building}

1. Opcning remarks 2ad infroduction of the members and other attead ants of Japancse side
2. Introduction of the meabers of the Vietnamses side

3, Introduction of the New Five-year Plan of Viet Nam

4. Question & n.nswcr

3. Consultation on the topics and tesearch plan of the study
(I} Review of the pror conselation of 220d October
{2) Victnamase comments on the Japancse proposal on the rescarch plan

6. Preseotation on the rescarch plan & preparation of each sub-committce
(1) Macrocconomy
(2) Fiscal and monctary policy
(3} Industrial policy
(4} Agricolusal and rural development
(5} Question & answer

7. Piesentation by the Japancse side on the final research plan

Shigcrﬁ Ishikawa
Nguyen Thai Nguyen

Nauyen Quang Thai

Shigesu Ishikawa
Ryvkicki Hirono
Yasutami Shimomura
Yonasuke Hara

|

Tuesday, Nov. 28

1. Sub-commitice of macrocconomy E
(1) Growih, inflation and deficit of faternational batance of paymicnt — Analysis by standard iy pe
mdels _
(2} Development dnd environment in industrializing Asia 1 An economic paint of view

2. Sub-committee of agriculural aad rurad development
{1) Viet Nam : Agriculiural and rural developiient
(2) Tssucs of rural finance ~ Examples of Japar dnd Thaitand

3. Sub-commiitiee of fiscal and monetary policy
(1) On e fereign saving niobilization, management of fofcign debts and control of exchange rate
(23 A research plan for two phases ]
(3) Economic transition and fiscal mancgenment of Viet Nam - Fusther issues 1o be discussed

4. Sub-conuniltee level discussion on the research plan

5. Sub-comniittee of industrial policy’ )
(1) Proper chelee of industry and techsiologies &nd the dualistic economy
(2) Relation between Vieinamese econonty and participation 10 AFTA and APEC

6. Wrap-up session
{1} Discussion and sgrecmeat on the fiscal research plan
{2) Consultation on the additional comaeals on the New Five-year Flan of Viet Nar
£3) Any other matters refevant 1o the subject

Mitsuo Eraki
Shigeaki Fajisaki |

Yonosuke Haea
Yoichi Frunida

Toshihka Kinashita
Shinjchi Watanabe
Eiji Tajika

Masghiko Ebashi
Koichi Ohno
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4,

Tokyo Workshop (January 1996)

--- Generat comments on the Draft Five-year Plan {CG Version) and agreemenl on Sub Iopics of the

joint study

Sunday, Jan. 28 (Meeling Room A, 27th Ficor, Shinjuku Mitsul Building)

{, Opening remarks and overview
Intedduction of the members of the Japandse side
2. Introduction of the members of the Victnamese side

Introduction
b. Comments on Five-year Plan
© 2. Selected issuos in the New Vietnamieses Five-year Plan @ Experiences of Japan and China
). Disparity issues -— Expedences of integrated regionat devielopment planning in Japan

Macroeconomy
1. Issucs on macroccononics in Vict Nam
' 2, Sinwlation analysis on growth versus stabilization
- 3, Recommendation on industszlization and the protection of envirennwent to Viet Nam
--- Bascd on Japanese experience
4. Discussion

Fiscal and monetary policy
* L. Fiscal and (ax refonn towards year 2000
2, Mobilization of domestic savings .
3. Econonie transition and fiscal managemenl of Viet Nam 1 Fuither issucs to be studied
4. Research on mobilization of domestic savings
§. Modium and Jong term finance in Viet Nam
— Sttuation analysis and approach towands improvement
6. Extemat debt and FDI
7. Discussion -

Shigem Ishikawa

Le Duc Thuy

Le Duc Thuy
Shigeau Ishikawa
Ryoichi Yamagishi

{.¢ Duc Thuy
Shinichi Watanaboe
Masashi Hattori

Tran Yan Ta
Ryckichi Hirono
Eiji Tajika
Shinichi Yatanabe
Karuyuki Mori

Toshihiko Kinoshita

Monday, Jan. 29

Industral policy
1. On soine issues of industrial de ulopnrm ordetitation in Vict Nams
2. Commients oi the selection of the five capital intensive industrics
1. Outlock of the international market conditions and issues related fo investment into the five
! capiial intensive industries
4. Impact on Victnamese econoniy by joining i in AFTA
3. Futere dircciion of APEC after OSAKA mecting @ Implication for Vict Nam

" 6. Discussion

Agncultura! and rural development
1. Victpamese problems in agriculiural sector andthe possible nicasures
2. On lmprovement of agriculiural productivity in Viet Nam

‘3. Financial organirations in rural area : Astan expedence znd its [\ORSIbh‘ application to Viet Nam

4. Discussion
1. Remarks
2. Wrap-up and closing remarks

Phara Quang Hom
Yasutami Shimomusa
Koichiro Fukui

Koichi Ohno
Masahiko Ebhashi

Nguyen Xuvan Thao

Yonasuke Hara

Yoichi Lrumida
VollongPhuc

Shigeru Ishikawa

Le Duc Thuy
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5. Tho Second Harioi Workshop (March 1996)
- Discussion on results of the Joint Research

Friday, March 1 (MPi Traning Center)

Opening remarks
1. MPl
2. Emhassy of Japan
3HCA

I. Macroeconomy

{1) Macroeconotiy and povedy in Viet Nam
Comments

{2) Macroecononiy and regionab developinent
Comnents

{3} Result of macro model analysis (Growih and stability)
Conmnis

(4) Environmental prob!c'ms in Viet Nam
Commopts

(5} Geadral discussion

1. industrial policy
{1} Some issues on industeial policy
Comments
{2) Participation in AYTA and APEC
Comments

Comments
{4 Geaeaal discussion

(33 Small and medivm size caterprises and agricultvral industcy

Vo Hong Phue
Shiro Sadoshima -
Masara Todoroki

Shigeru [shikawa
Nguyen Quang Thai
Kguyen Quang Thai
Shigera Ishikawa
Shinichi Watanahe
Nguyen Bou Quyen
Le Dang Doanhe
Shigeaki Fujisaki

Pham Quaag Ham
Kenichi Chno
Koichi Ohno

_Ho Quang Mick
Nguyen Dinft Phan

Masshiko Ebashi
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Salurday, March

I1. Industial poticy (Cont'd from March 1)
(5) Five capital-intensive industrics and possible problem for new investnicnt

Comments

131, Fiscal and monetary poicy

(1) Financial reform oward 2000

(2} Taxation reformy in Viet Nam

(3) Corameat on fiscal and monetary policy

(4} Comments by Japancse experts
(4} - | Overall comments
{4) - 2 Conuments on the mxanageinent of foreign capilal mobilization
(4) - 3 Comments on the domedtic saving mohilization
(4} - 4 Commenls on the fisca) mobitization

- (8) Genesal discussion

iV. Agricultural developrent
(1) Diveasification of agaculivee in Vict Nam
" Conment : with spocial emphasis on the dc'vclopm_cm of food crop
(2) Development in the reeat credit system of Viet Nam
Convmets fr()rﬁ the perspective of the cooperatives and rurak credit s.)‘sll.‘m
(3) Comments en agricultural improvenient
Proposal of agricui('ural p@!icy COMNKRLS
1(4) Gendral discussion . '

V. Discussion

- Conclusion

Closing reniarks -

Koichire Fukui
Npo Dinh Giao

Lai Quang Thuc
Tran Van Ta

Vo Dai Looe

Rsuokichi Hicono
Toshihiko Kinoshita
Shinichi Watanate
Karuyuki Mori

Nguyen Xuant Thao
Seiji Shindo

Dang Tho Xuong
Yoicht lzumida
Yondsuke Hara

Yunuo Sakurai

Shigerw Ishikawa
Ngayen Quang Thai

Vo Hong Phue
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