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Industrialization, Modernization Policy in Viet Nam

: Nguyen Quang Thai
Development Strategy Institute
Ministry of Planning and lnvestment

I. Achievements of Dol Mol Policy

Viet Nam has sét a target of doubling its per capita GDP within 10 years from 1991 to 2000, Will Viet
Nam achieve the target or not 7 _—

We believe (hat Viel Nam can attain the target. Under the severe conditions resulted from the former
Soviet Union’s sharp cutdowa of aid to Viet Nam and the country's socio-economic crisis we were still able
to find way to overcome many difficultics. Now Viet Nam has entered a new stage of development,
conducting industrialization, modernization with a view to reducing the gap in development fevel between
Viet Nam and its neighbors. '

Following are five major achicvement recorded during the past 10 years :

1) Inflation reduction and stabitization of fiscal and financiat situation

* ‘The inflation rate was brought down from 774% in 1986 to 67% in 1990 and 12.7% in 1995. In the
near future, the inflation rate is expected to be between 10-12%. which will be resolted from tivoe main
factors, namely the relationship between demand and supply, the adjusiment of the domestic price level in
accordasice with international price level and the depreciation of the Vicinamese Dong. This situation is -
sintilar to that of the Republic of Koréa (See Box No. 1). -

* Budget revenue from domestic sources accounts for more than 20% of GDP and thus can cover alt the
itemis of expenditure and abouwt 10% of the budget revenue can be saved for public investment. State budget
deficit in 1995 was about 4% of GDP and was financed by both domestic and ex(ernal loans without printing
more monegy.

Box 1 Defiatér and Growth Rate in the Republic of Korea (%)

GDP growth rate Gop Fxchange ate  Nominal ]

in curfent inconstant  beflator Won/ting “gruwth
price price raie

_ (%) (%) (in Us$)
197075 206 B.3 19.7 89 1.0
1976:80 294 7.1 08 6.4 26
198185 16.3 8.4 7.3 6.2 L]
198690 159 1.2 i2 o5 231

7090 230 86 L .

Source : Major Statislics of Kowean Economy 1990,



* In the £986-1990 period the gross domestic saving was negative and external resources, mainly from
former Soviet Union, were used to meet both investment requirements and part of consumption
requircmients. However, in 1995 il accounted for 20% of GDP, covering 60% of the total domestic
investment requirements. This has beconic one of the main pre-conditions for Viet Nam to enter the new
period of *industrialization, modernization™.

2) A mulli-sector economy has been developed and achieved an average annual growth rate of 8.2%
during the 1991-1995 period in which the figure for 1995 alone was 9.5% and it is expected to reach nearly
9.7% this year. As far as GDP growth rate is concerned, at present, Viet Nam ranks number one among the
South East Asian countries. Moreover, relatively high growth raté has also been seen in all regions and
economic sectors of the country.

Remarkable development has been seen not only in the industial sector {public and private) which has
beca growing at an average rate of 13.3% per annum, but also the ageiculiural sector (98% of which
belotigs to the private sector) whose average growth rate has been nearly 4% per annum during the recent
five year-period.

3) The country has sirongly conducted an “open-door” policy, befriending with the international
cominunity on the basis of mutual beoefit, and nwtual respect for each olher’s sovereignty :

* Exporl has been growing al an average rate of 20% per annum and new markets have beea found,
mainly in East Asta. Export volume is currently accounting for 25% of GDP. a very high ratio at a stage of -
preparing “pre-conditions for take-off”. Viet Nam’s imports not only meet its cequirement for raw materials
and intermediate goods as inpuls to the production and that for consumer goods, but also satisfy the
requirement for equipment and machinery needed for capitat investment. The figures on imporls of Viet
Nafn also include the imports by DT and ODA projects..

* Bxternal fesources for investment: So far, licensed £DI projects have capitalized at more than US$20
~ billion, and more than US$6 billion has been actually implemented. tnternational community’s
* commitment of ODA (o Viet Nam through three donors and OG conferences held in Paris has mounted 1o
- USS$6 billion, and USS$1.7 billion has been disbursed over the last three years. As a resulbt, exteraal
- resources contributed about 40% to the total investment made dusing the 1991-1995 period.

4) The living standards of the people has been improving not only ie urban areas, but also in rural and
“onatainous areas. In general, income in constant price his incréased by 1.5 times during the last five
', years, However, at present, about 20% of the population stilk live under the pow:rl) line with the level of
income being lower than the level of food security (i.e. 20 kg of rice/personfmonth).

5) Legal framework has been’ ‘improved on the basis of the new constitution (promulgated in 1992) and
“a series of laws such as civil Jaw, land law, kabor law, state budget law, company law, environment’

protection law, ¢te. Al the same time, the country has made a better preparation for the rext step in building
its physical infrastructure, This is the “soft and hard pre-condition” for a lake-ofl,

In view of the above-mentioned achievements we can say that Viel Nam has ¢scaped from its socio-
“economic crisis. Although a number of aspects have yel to be firmiy consolidated, Viet Nam is moving

steadily 16 a new period of “industriatization, modernization”.

1. Challengés in transition

Viet Nam is one of the poorésl countries in the world. Ms per capita GDP calculated in USS, using
official exchange rate, was US$181 in 1993, US$220 in 1994 and US$ 274 in 1995, i.c. less than USSH per
day. Following is the comparison between Viet Nam and other countrics in terms of per capita GDP (1993
figures):



viel Nam's per capita GDP of US8181 = 1 time

-Fagan LSS0 178 1inwes

-USA LS$24.7240 137 tinws

-Canada LIS$19.970 [ RULTTHENN
RIEs

-Singapore USSI9.R50 (RLIETITNS

-Republic of Korea LSS 7,660 42 1inws
ASEAN

-Malaysia USE 3140 17 dinics

“Thaitand US$ 2,110 ' 12 s

Philippincs . USH w50 5 umes

-Indunesia Uss o 4 lines
Low-income

-China Uust 490 27 inws

L Apdia us§ A BT times

Saurce : World Development Report 1993, World Bun'lcF._IQ'QS. pI62-163

In order to make a comparison based on the same international price level between Viet Nam and other
countries, Purchasing Power Parities (PPP) method can be used in per capita GDP computation.

As mentioned in the “Human Development Report in 19957 published by UNDP, per capita GDP of Viet
Nam in 19923 calculated in PPP method was USS$1,010. If this figure is used as'a basis for the comparison, .
then thé gap in development level between Viet Nain and other cotintries will be aarrowed considerably (See
the figures below).

Viel Nam's per cap:ta GOP of US31,010 = 1 time

G7
-Japan ©US$20,520 20 tinwes
-USA ’ US§21, 760 24 tinwes
-Canada : o USEN,520 20hinwes -
RIEs :
Singapore ’ C L US$I8,330 8 times
_ -Reputlic of Korea US$ 9,250 _ 9l|mc\
ASEAN R
Malaysia (8% 7190 g3 liws
-Thaifand LSS 5,450 & times
-Philippines US$ 2,550 2.5 tinwes
Jodoncsia US$ 1,550 2 times
Low-income
-China LSt 1,950 2 tinws
-india . us$ 1.230 S PRIV

Source : Hurn Development Report 1935, UNDP, 1995, pp. 155157

Per capita GDP is the oaly indicator which shows the blggesl gap between Viet Nam and its nughbors
and really calls for the country’s great efforts in its process of development so as to achieve the difficult goal
of narcowing the gap between Viet Nam and other countries, first of all its neighboring countrics.

From the 1995 World Bank Report it is very clear that the problem is very serious for Viet Nam
Projections on average anual per capita GDP growth rate of some groups of countries in the world during

the period from 1994 to 2010 are as follows:



China 3.9%
Last Asia  4.4%
OECD 2.3%
Therefore, if Viet Nam is able to achieve an average annual per capita GDP growth rate of 8%, then the
gap between Viet Nam and other countries will be reduced significanily:

Country or Por capita G The glp
group of in PPP method (in US$) Viet Nam = 1 time
countrics 1993 2010 1993 2010
CVietNam | dsle 37w | e T T e
China 1,95¢) 3737 1.9 1.0
ASEAN-{ 311l C 6,169 30 1.7
OLCH 20,000 29,438 20 79

In the long run, can Viet Nam continue to grow at a high rate ? The answer is yes. Because to reduce
the gap in development level is not only our subjective desice, but also obviously feasible. In my opinion,
Viet Nam enjoys sonie important comparative advantages, especially in terms of human resourecs.

_ In the above-mentioned “Human Develepnient Report”, Viet Nam ranks numbec 120 among 174
countries in the world in terms of HDI, in which Viet Nam's rank in different aspects is as follows:
. -in termis of economic development: 151174 (per-capita GDP is USSIO10 in Viet Nam, US$330 in
Ethiopia and US$23,760 in the USA); ' _

-in terms of health: 1074174 (life expectancy at birth is 65.2 years in Viet Nam, 39 years in Sierra
Leone and 79.5 years in Japan),

-in terms of education Yevel: 707174 (adult literacy rate is 91.9% in VlEt Nam, 12.4% in Llh:opn and
99% in OECD countrics). ,

Under the new conditions, with its comparalive advantages Viet Nam can make full use of its
opportunities and overcome big challenges. The fact that Vietnamese people are very hardworking and
~ moreover, half of the Vietnantese population are now less than 20 years old constitutes a very important

* factor for the country's future development. After a 15-year period from now to 2010 the quatity bf Viel
: Naw’s labor force will improve very much if the fact that 14 of the couniry’s population presently go to
~ school is taken into consideration.
On the other hand, Viet Nam stil} has’a number of w mls.ncsas and is facing wxlh many difficulties.

1. Under-developed produclive forces
This siteation is reflected not only in fow per capita GDP of Viet Nam, but also in its economic
“structure. The agricultural sector presenily accounts for 30% of GDP and the share of the industcial sector
in GDP is less than 30% GDP, similar to the economic structure of Thailand and Korea in more than 25
years ago as shown below:

1970
Share of Agricultore Share of
) in GDP InduMry in GO
Republic of Korea 5% 29%
_Thaiknd - 2% 25%

Underdeveloped fabor forces have led to Tow labor productivity is low, e. in 1995 it was US$500 per
employee.
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2. Low techno1og|cal level
{n Viet Nam many enterprises still use machinery and production kines of the 1960s and |9?0<;

technology. At present, the rate of fixed capital depreciation is aboul 7% and the contribution of
technological factor to productivity is still Jow (in light industry alone, it is about 10-20%). Technological
tevel of FIDI projects is not high and only about 1/3 of FDI enterprises” products can be exported. [ general,
local products are not of high quality and thus are not sitongly competitive in both local and international
market. Being part of the ASEAN Free ‘Trade Area (AFTA), Viet Nam is obliged to reduce considerably its
tarill barriers from tiow to 2006 (the time limit for its compliion of tarifls reduction program under A¥TA).
‘This will-create more difficulties for Viet Nam if it is not able to improve its own techaological level of
production.

3. Social and environmental problems in development

Like many other developing countries, Vict Nam has to solve simultancously many soctal pmblcms as
follows:

* Unemployment and under-employment: Victnamese population is young with half of that now being
less than 20 years old. The number of unemployed people is over 2 million at present. dccounting for 7% of
the total labor Torce and that of underemployed people is 7 million. From now to the year 2010-2020 we
have to create jobs not only for these unemployed and underemployed people, but also for the young people
who will enter the labor force each year. This will be obviously a very big challenge to the country as 2/3 of
its populauon is expected to be in the labor force during the period of 2010- 2020.

* Poverly: At present, 20% of the Vietnamese population still live under the pov crl) line as mentioned
carlier in this paper.

* Viet Nam is also facing with the problem of regionz} disparities. With the achievement of an average
annual growth rate of 8.2% during the 1991-1995 period, we have ta accept the fact that the gap between
some regions of the country will be getting wider and wider. While an economic growth rate of 15% per
annum is seen in the Southern triangle (Ho Chi Minh City, Dong Nai, Song Be and Ba Ria-Vung Tau, the
rural areas can ondy see a growth rate of less than 10% per annum. Anather clear indication of the gsp is that
while per capita GDP in Ho Chi Minh City is now about US$000-1,000, in mountain arcas it is only
US$100, which is equivalent to just one ton of rice, or even tess than that. The gap will become wider if Ho
Chi Minh Cily continues to grow at the rate 15% per anaum while the growth rate of some mountair and
rural areas will be only 8-10% B

© Viet Nam also meels many problems concerning environmiental proucm}n The forest cov ngc ra!e in
Viet Nam has declined considerably from 62% in 1942 to only 28% at present. Pollution in industrial areas
has become very serious aad the tevel of poliution has been increasing year by year,

Certainly, we must take comprehensive measures so as to overcome the above- mentioned difficulties. In
my opinion, we can fake iwo main measures at the same fime under the “dual economy” approach:

- Great importance should be attached to agricultural and rural development as the key point of Ihe future
economic policy {s¢e Prof. Ishikawa’s paper); :

- The industrial sector, including some main heavy industries, (as mentioned in Fukui's report) and
small- and medium- size enterprises should be strongly developed.

ll‘i.lndustrializaﬂon, modernization policy

“We have been striving for reducing lhe gap in development level between Viet Nam and the international
COII]II]UI‘II!) .

“The goal of industeiatization and modernization is to turr ours into an industrialized countey with a
modern material-technical base, an appropeiate economic struclure, advanced production refations suited 10
the de\elopmem level of the production force, high standards of material and intellectual well-being, firm



national defense and security, a prosperous people, a strong country and an equitable and civilized socicty™.

How can we achieve the targel? The target will be attained through a sustainable developnient of our
counkry with a batance between three following factors,

- Ecenomic development.

- Soctal development.

- Envirohmyental protection,

‘We can not and do not want to follow any ready-made models, Instead, we will find out an appropriate
development model for our own country with an aim to catch up with other countries in the world. This
means that with our compamlive advantages we can take a flexible way to achieve the targets.

1. Productive forces
Viet Nam will continue to develop strongly and comprehensively its agriculture, forestry and fisheries
whose combined employment accounts for 2/3 of the Iabor force and the rural population. This sector can
be developed towards large-scale commodity production in close combination with the procssing of their
products, using more advanced and modérn technologies.
_ According {0 our estimation, the agricultural sector is expected to grow at an average annual growth
rate of about 4-5%. Its share in the country’s GDP is expected to be gradually reduced as follaws:

Year - Share of agricultural sector (o GDP
1995 - 30%
2000 10.20%

- 2020 5-10%

Not only produciion in rural areas will be devclopéd, but the rura} cconemic structural transformation
will be also conducted.

in several years to come, a comprehensive progran on rural development which consists of many sub-
programs in economic, social and eavironmental areas will be insplement. '

Priority will be given to the manufacturing sector and following sub-sectors:

- food processing. '

- production of consunier goods and export aiticles.

- electronics and informatics.

- som¢ engineering indusiries. :

* Special attention will be paid to medmm and small- scale industry, :ncludmg rural industry, so as to

crmle a large number of jobs for the young people.

According to our eslimation, the share of the industrial sector in {he country’s GDP will be as follow

Year . Share of ihe industsial sector in GDP
1995 29%
2000 5%
2020 45%

The rest is contributed by the services sector. Much attention will be paid to the development of sothl
- and cconomic infrastructure, such as transportation and telecommunications, elcclncny and watér supply,
© finance, banking, insurance, technology extension, education, health, science, etc.

A rational development will be created in various tefritorial regions with priority being given to some
important regions which are three dev elopment triangles in Viet Naim.

* Northern triangle covering Hanoi, Hai Phong, Quang Ninh and Hai Hing with the lhl Phong and Cai
Lan deep-sea ports, and the highways No.S and No. 18 from Hanoi to Hai Phong and Quang Ninh (and will
possibly ead to China) to be developed.

* Central triangle covering Quang Nam 'md Quang Ngfu with deep sex-ports ‘in D.\ N'mg and [)ung
Quat which can lmk to Thailand and L.a0s by the highway No.9 1o be constructed.
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* Southern triangle covering Ho Chi Minh City, Dong Nai, Song Be and Ba Riu-Vung Tau with the inter-

Asian highway linking Ho Chi Minh City and Phnom Penh to be built.
~ Special attertion will be paid to the development of rural and mountainous dreas with a view to creating

a balanced regional development. To this end, a comprehensive program for the development of rural and
mouatainous areas which consists of many sub-programs on both economic and social development will be
implemented. For example, in the Mekong Rivee Della afone, oply 10 projects, consisting of § irrigation
projects and § transport ones (to which priority to use ODA funds are givea), expected to be implemented
during the 1996-2000 are capitalized at as much as US$1.2 billion, while it is expected that about USS7-8
biltion of ODA will be attracted nationwide during the same period.

In the area of production, great efforts will be focused on improvement of Luhnolnglcal level of
production and the level of human resources.

2. Socialand human development

In order to strongly develop the country importance must be attached to improving the technological
tevel of the industry. In this regard, education has become one of the niin areas of development for which
domestic resources should be mobitized. Based on a quality human capital Viet Nam’s technological leved

can greally improve to meet the requirenients of its development process inthe long run.

As regards foreign investment, there is great concern 1h0u! the quality of imported eqmpmenl and
technologies.

Renovation of the existing educeuon system will be of great impotance, and n.immme, of officials in the
public administrative re form is an area of priority.

3. External economic relations
Under the new conditions of the world economy of today, Viet Nam must improve considerably the
compelitiveness of ifs exports in the international market and reduce the proport ion of unprocessed or semi-
processid exports. Viet Nam has aclmlly adopted an export-led development policy, in which foreign direct
investment (FDI1) has been playing an important role while ODA cesources liave been contributing.
cotisiderably to the dev clopment of the country’s physical and social infrastructure. lln refore, specific IGSLILS‘
oncermng the relationship between domestic and external. funds are handled in a flexible manner so as o
ensure a successful realization of the set dcvelopmem goals and fasks.- ‘
External economic relations policy \wll play a significant role in the coumr) s ovemli ecenomu pollcy
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Pian(1)

' 1935] 1996 1997 _ 1998 193%___ 2000 1995-2000 7 Plas)
GOP, reat 254303 234165 253069 231430 308231 131513
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raal 27405 31298 29585 27596 © 208314 10022
YOy 1211]  3.342 0945 091Y 0155  048d
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179-2 135 109 121 N3 rey IP growth rata: 20%
19-3 132 160 10.8 560 cea! IP growth rate: 30%
P-4 ) " 100 108 589 real Others growth rate: 30%
IP-§ 12 100 16.1 182 real FDI gravdh rate: 10X
G-I L1048 100 222 21 real 10 gronth rate: 30%
HG-2 18 100 34 52 real 1G prowth rate: 95X
L sp -1 100 4.7 220 - privals saving rate: BX
CG-1 gs 160 . 59 80 thars to GOP remaing st 16%
CG-2 85 100 284 284 sharo to GOP arises la 25%
100, SP-1 143 100 121 kL) real Othars growlh rate: 20%, SP/YP fnceesses gradually to 0.15
PO, §8-2 147 100 124 262 real Othars gronth rats: 20X, SP/YP inceeases gradually to 0.20
PO, SP-3 14.7 160 121 92 real Others gramth rate: 20X, SP/AYP increases gradually to 030
PO, SP-4 128 100, 108 482 real Qthérs growth rete: 30X, SP/YP increases gradually te 005
PO, 5P-5 128 160 108 399 real Others growth rate: 30X, SPAYD increases gradually ko 0 20
1P, 5P-6 118 100 108 2] real Others gromth rate: 308, SP/YP increases traduslly te 0 30



Non-monetary model, JCOR gradually increases lrom 3.0 10 3.5

GOP 11 tallation #2 Dudget Deficit 43 ODA and Loans 44 Convments

ICOR 25 100 - 142 180 .
-1 28 100 146 192 real IR gronth rate: 95%
tP-2 125 100 127 N3 real IP gromth rate: 20%
-3 158 100 104 - 564 real IP granth rate: J0%
-4 159 100 103 554 real Olhers growth rate 30%
e-s 15 100 160 202 ceal FOI growth rate: 10%
16-1 106 100 22 250 ceal 1G growlh rate: 30%
1G-2 ‘80 00 kX! 15 read I3 growth rate: 9.5%

sP 55 oo 142 232 private saving rate: BY
cG-1 95 6.0 59 9.2 share to GDP remains at 16
CG-2 85 100 284 1R share to GDI? arises to 25%

*1 GOP grawth rate in 2000

*2 infation rate in 2000,

+2 accumutated budgel deficits from 1396 to 2000, as X of nominsl GOP
14 Accumndated QDA and loans from 1896 1o 2000, as % of nominal GOP

0

AbSurtlatad Dudiet delicl lrem 1996 1 2000, as % of GOP
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118 s
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18

104

13
102
123
108
(IR
10.6
ns

108

its
1048

tverags fats frorm 1990 o 2000

a0

1N
279
190,

120
220
218
3190
430
284

366

21.?

2L

24
218
219
218

20 5] »

Acoumudated bodpad dufici, 20 5 of GO8

Budgél Delicils VS GDA and Loans

5 _ Monetary Model

Currant Account Belance #2 Budget Defic
o 618 :

5t8

a?
127
618

518

€895

412

&12

498

602

530

528
al

kYR

236

"7
sceurnudated vatue from 1936 to 2000
13 % of nominal GOP in 2000

1

# $20DA and Loans ¢2  Comménts: 3

i
11.8
121
139
112
118
188
188
165
168
112
11.6
1.2
1K
(13
i1.6

31) ABD

1 ACD
155 ABE

6.1 AGE

3.1 ABDF
311 ACOF
{10 ABDG
04 ACDG
401 ABOH
198 AGCDH
303 ADBD)
307 ACD}
228 ABDJ
236 ACDJ
18 ABOK
96 AGDK

L¥]

A Real othec IP gromth rate: 20X

B: Fired reaf exchangs rate

C: Nominal exchange rate is depreciated ot 4% per annua)
B: Budget deficit is half-moneticed.
£: Budget deficit is pot monstized.

F: Renl exports growth rate: 20%

G: CA/GDP anised Lo 025

1 Reel 1G gromth rate: J0%

I: $2/YP Increases graduslly 16 015
J. SPAYP indreates graduslly ta 020
K: SPAYR Increases graduatly 1a 030



©0p md GO e e A -

100
109
100
82
100
8%
21
1.1
10¢
86
108
93
113
104
LLE:]
102

Notes:
*t

avérsga rate from 1596 to 2000

Monelary Model 1

1}

PR AL

IR

Te e

T e

15
16
1S
122
a1
1]
15.8
i13
049
14
128
1"t
115
1.1
548
230

Monetary Model 2

3
69.6
582
57
58.4
510
82
138
682
558
600
aa
521
455
g
228

2
sccumutatad value from 1935 Lo 2000
as X of nominat GOP ln 2000

o
iy

T

[T
Mg B

",

L
LA

5

£l

-

]
GDP Grawth Rate{%)

ODA  and Loans
Isss Changs  in
GOP Growth Rata #1inflston Rate ¢1 Currert Account Dalance 42 Dudget Defcit $2 FOREX Reverve Caomunenls: #)

41

238 ADD
254 ACD
205 ABE
165 AGE
254 ABDF
206 ACDF
221 ABDG
176 ACDG
252 ABDMH
205 AGDH
216 ABDI
1.1 AGD)
188 ABOJ
65 ACDJ
62 ABOK
B4 AGCODK

*)
A Real gther IP growth rate: 20%
B: Fixed real exchange rate

G: Nominal éxchange rate is depreciated at 4% pes annual.

0. Budget deficit is half-monetized.
£: Budgel deficit is rot monatized.
f: Real exgoris growth cate: 20%

G: GG/GOP arised to 0.25

e Reel IG growih rate: 30X

1. SP/YP incrosses gradualiy to 0.15
J: SPAYP incresses pradusily 10 0.20
X: SPAYP increases gradually te 0.30
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Monetary Model 2
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Monetary Model 2 "

133

134

)

15

1 3 5 T
Budaet Deficit.accumulated value from 1996 to 2000,as % ol nominal GOP in 20{3?
12 . . —i
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2 L] [ B . 5] 12 " : 13
Budget Deficit accumulated value from 1996 to 2000,as % of nominal GOP in 2000
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254

25
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ODA and Loans less Change in FOREX Reserves,accumulated value from 1595 to 2000.as % of nominal GOP in 2000
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Monetary Model 1
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‘Monslary Model 1

LA Gunmth Rate s1 trPatea Rate +1

Lh)

Trw T

EDP Gravth Rite 38 Tultptan Rate o

(1)

20

SR S T e ———

Tl Pocounl Blaars Budgt Deficdd 0 QDA sndLaars #1
7

Casé IVSCase7?

Curreol Acrount Fliwe Oudpet Defici »2 DA A Loans 12
v Lo ’

Case 4 VS Case 8

COP Gramth Rats #) Infca Rae vi

SR ¢ (L. JUR]

Current Lecourk Blance Budgal Dafice 02 Q0A uid Leans o2
Lt

Caso 9 VS Casa 10

. 39



Mon elary Model 2
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Monelary Model 2

43
0

¥

2%

H

3

o L____w 1‘ Y W :,“ jr.‘ A - : 3 R ‘_'—"K;l:—__l._

* GOP Grgmtk Rate +1 tnflaton Rate of Cuwrant Accowil Bilanca Budgel Dalica 02 OOA and keant foss
(2] Cha gt i FORTA Parecvs
I}

Case 4VS Case 8

43

i

.;__.,s:; '

GOP fu'owth Rate 81 hifston Rata *1 Cumerd Azcount Batance Bodgel Tufic #1 . 0DA R Lenns huss
X 2 . Chyrgy in FOREX Fleseray
Co Y o

Ca_se 8 VS Case 10

10
[} ! 12

L. e b2

Monelary Mode) 1{5)

~ GDP Grawth Rate #linflston Rats ¥ Current Account Balanca ¥2Budget Deficit 42 ODA 2nd Loans #2  Commenls: 43

13-1 114 218 528 112 228 AFN
13-2 98 130 02 140 it BFH
13-3 10.2 147 432 133 84 CFH
13-4 - 101 1.0 461 121 130 DFH
13-% 112 15.2 493 119 178 - £r1l
-1 108 218 m 1.6 ‘216 AGH .
14-2 50 158 : 8 143 © 51 BGH
14-3 9.3 183 il 112 34 CGlU
(41 9} 210 n2 130 139 - DGAL
14-5 0.4 242 351 123 18 EGH

HNotes:

£ . #? 3

averape rate frem £996 Lo 2000 " accumulited valus frem 1596 Lo 2000 A el other IP growih rate: 20%

a3 % of pominal GOP in 2000 8: Meat other WP geowlh rate: 0%
) . C: Real other IP growth rate: 3%
D: Real other IP growth rate: 10X
€: Raal olher IP growith cate: 19%
FiFined reat exchange rate
G: Hominal exchange rate is depieciated at 4% per apnual,
H: SPAYP inceedsey graduatly to 0.20

41



Monelary Model 1{13,14)
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Monzstasy Model i(i:!.l'e!)

Lowrnnt Accowrt Dalsnce(DMicin), stcumvintad vaim (rom 1008 1n
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Moastary Model 1{13,14)

44

ODA and Lnn-'.-um-ui'nlu-k-n 1998 1w 2000, an S of

Cursert Aecount Balenca, accumdated valus from 1598 8o 2000, 11 B of noninal GO in 2000

Curiend Accounl Balance VS ODA and Loans
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Monetary Mode! 1{13,14)

GDP Growth fate *Hinflaton Fate #1 Current Account Balance 32 Budget Deficit 42 ODA and Loans #2  Comments:

11l

R X
102
10.7
112

104
82
39

94
99

Motes:

o
average rale from 1996 to 2000

Motielary Mode! 2(13,14)

115
130
148
169
192

111
303
234

188

142

2]

OOA mend | wnsa, socumusted vaie Frinn 1996 10 2000, o0 % of

2 . .
secumutated value from 1936 to 2000
a1 % of aeminat GOP in 2000

—— . —+

1) n 3] "
Budget Dufiel, accumdatad Viloe hiom 19§85 16 2000, a2 % of nomirof COP in 2000

Budget Oeficit VS ODA and Loans

Monelary Model 2(5)

$11 50 188 AFH
0.2 140 - 42 BFN
LEN ] ) 11) 34 GCFfMH
45.1 : 12.7 i30 DfFH
493 115 178 EfH
45.1 : 0.4 465 AGH
201 149 60 BGH
2912 149 09 CGH
40 . 108 i26  DGH
R 58 4% EGH
*)

A: fTeal ather 1P growth rate: 20%
B: Real ether IP grovh rate: 9% -
G: Real olher I geowlh rate: 5%

i D Real other 1P grovth rate: 10X

*]

o E:Mest other IP growthrote: 15%

o FiFixed real exchange cale

¢ G Nominal exchanga rale is deprecisled st 1% per annual.

-

» ¢ H:SP/YP increases graduaily fc 0.20
.

W
% I
o« L]
i
i |

. a
’ [
1]
1] N 13
x
+
© . e - N
] ] W 1

GOP Giowth Rateln}

GDP Growlh Mata VS Inflatioa fate
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Monetary Model 2{13,14)

46

Budpwt Defan. ascremidated vahoe from 1996 10 2000, 01X of

ODA wf Lumns, scourmalstud vahus from 1994 1e 2000, = % of

ot COP 2000

2

Corrar Asnaunt Eslente, sccumisted vaise fram 1996 (o 2000, 20
. 5wl el QOP o 2000

b *
wlo— —_— - .
[ 4 L) 113 111 13
GDP Crawth Rate{l)
GOP Growth Rals VS Current Account Batancs
[} ] . 4
)
A
R
¥
[t
+
K
L —t :
] 3 R | T I 1 i
. Lo . GOP Ceman Rutelt)
'GOP Growih Rale VS Budget Deficit
H]
‘Il
»
"
[ 81 ¢
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En
£ .
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1 1Y
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GDP Growth Ratelt)

GOP Growth Rale VS ODA and Loans
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‘Monelary Model 2{13,14)

Budgel Defmn, myowinisied veus from 1998 Lo 008 o 5 of

Courrurs, Actowt Dalenor(iien), sgsvmulsied value from 1994 10

rumenal GOF e 2000

] s 4

L. 2000 ua % of romenad GOP i 2000

F

1]

[ U .

Vi H 3 W0 »
Tl stion Aatefs)

Inltalion Rate VS Current Account Balance

+ L]

OOA mrmi | e, saouvdared veum fram 1995 tw 2000, aa 5 of
el GO 2000 B
=3

It 0 2% . 0 1)
Wnflation Rate (5} E

nflation Rale VS Budgel Deficit

S

1% EL " h) 3
Lflation Rateld)

Inflation Nate VS ODA and Loans

+ 1
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"Monslary Model 2(13,14)
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Cuirenl Account Balance VS Budget Deficit
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SOA arst Laams. sccummpstys vaim fram 1796 1s 2000, pa ¥ of
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oW F] . ¥ 19 50 - (4]
Corcand Acéount Batance, sceumleled vwatus from 1596 1o 2000, 4p § of naniinet GOP In 2000

_Currenl Accouni Balance VS ODA and Leans

]

O0A st Lasns, sccasmuaiad volun from 1948 1o 2000, a2 § of
raarnt TPy 2000 -
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L] [
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Budpal Qoficl accomudited Vikue hom £330 10 m. 50 3 of romin o GOP In 2000

Budget Delicit VS ODA and Loans
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Ménetaey Modet 2(6) .
- GOP Geowth Rats #1inflaton fate +1 Current Account Balance ¥2 Budgel Deficit #2 ODA and Lozns #2  Comments: 93

) 100 15 6319 -84 215 AFH
2 98 144 45.7 158 24t B8FH
3 99 100 659 98 4 CFil
L] 99 64 é12 3 218 DFN
5 99 h L] 615 -4 234 EFH
! 10.6 14 695 =33 254 AGH
2 a8 98 5148 98 Wi BGH
3 93 13 56.1 58 08 CGH
4 98 50 815 22 225 DGH
5 102 1) 655 -05 239 EGH
Hates: )
] 2 ] *}
sverags rale from 1938 to 2000 sccumulated vatus frem 1596 to 2000 A: Real other I growth rote: 205
12 X of nominal GOP In 2000 B: fleal other P growth rate: 0%
C: Retl other IP gronth rate: 5%
D: Reaf other IP growih rate; 10X
E: Rea! other 1P growih rate; 15%
F: Fized ceal sxchange sate
G: Noinins! exchange rate is depreciated o1 4% per annual.
H. SPAYP remains at 010
Monetary Model 2(1'.‘2) "
1}
1
a L
L O
Rl ] L ‘2
i - o
1
i .
1 s
]
+
[ .
' [
» . '
. . o : L o
] B .on . I
COP Geowth Rurels) ' ' :
‘ . GOP Growih Rale VS Inflation fate :
» o ) N
é‘ @
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i - .
T
‘!g‘ 2 . A 42
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‘ié ©0 .
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E st N
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COP Cromth Rat {1}

GDP Geowth Aale VS Current Account Balance
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Monetary Modet 2{1,2}
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L romeel GOP 5 2000
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2

DA and Leaw, stcumuislet valys from 1996 1o 2000, av % of

] 50
GOP Grgwih RaleX)

GDP Growth Rata VS Budgel Delicit

-2 S =y

-
© A

o
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2000, e % +f Aominak COP # 2000
z

Crnvard Adctunt, BaluanlDifad), stsvelsied value Team 1996 10

s ) 0
S0P Grurth Rutais}

GDP G}omh Rate VS ODA and Loans
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11}
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Monelary Model 2(1.2)

Budget Daflii. stctaistad vaum lrom YRS 4 2000, an % of
eenanal COP i 2000

DOA sed Lnana, secumisied vanm from 189040 2000, o 1 of

Bradgot Dulfait, ssdutudatod value {rmm 1996 vo 2000, = & of

nesmatal GOF o 2000
L

s

"

1 YU P —— Y

i

ramnal GOP n 2000
-

- 1

[ ? 4 ] L] W 12 1]

toflation Rate{E}

Inftation Rate VS Budgsl Delicit

[} B ] ] ] ' 12 N} " w’
Laftation Ret o0}

Inflation Rala VS ODA and Logans ‘

0 it H §4 E1] L] LH L1 (L] (23 n

Curtanl Accawnd Bifance, sccwndsted vabos from 1998 1o 300G, 44 B of tomindd GOP in 2000

Current Account Batanca VS Budget Deficit
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Monetary Mode! 2{1,2}

52

D0A and Ladre, sdaumlsbed Value (rem 1968 1o 2000, o % of

O0A and Lowns, scturmuialed vae (ram 1996 1o 2000, ae % of

u"

4]
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L] 4 [}
Curca Accaunt Balevca, nccwnud stad wales oo 1398 19 3G g4 X of nomind GOP Ta 2000

Curiedl Account Balance VS ODA and Loans

b

R ' 5 w o 15
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5 |
Study on Industrial Devetopment and Environment in Viet Nam

~ Le Dang Doanh
Central institute for Economic Management
Ministry of Pfanning and Investment

1. Anaiysis of the impact of Industnal development process and infrastructure
to the ecological environment and living condition in Viel Nam

‘The developinent of industry brings many products to serve people, but it simultancously leads
exhaustibility of natural resources and increases wastes that can pollute the environment. The more the
industry develops, the more products are made and at the same (ime the more environment is severe
degenerated.

Being a country with high population density, farming land part of relatively lowerness 0.1 hat person),
diversity natural resources but not rich. Viet Nam has also considerable resources like: einergy, oil, scarce
solid, coal, apatit which arc huge potential to develop the industry. However, Vit Nam's fndustrial .
development process in the past was a relatively short process and new. In the wartime (1960:1975),
industrial development in Viet Nam North concentrated mainly priority of heavy industrial development,
coming from internal material like thermo-electricity, black and colour metalluegy, chemical, fertitizer and
some Hght industries like textile, paper... ect. Technology in this time relied mainly on former Ruccnn China -
“with level of 1950s of the world. After the completely united country (1975), Viet Nam carried out to )
-rehabilitate’ some industrial nn-lufacturmg foundations simuliancously bugnn to consiruct smm new ones -
Jike :Pha Lai thermo-electricity plant, Hoa Bmh and Tri An hydro-elec!ncnmc Hmng Thach. Bim Son
cement factories, Bai Bang and Tan Mai paper factories and many textile, sewing foundations.

Up to now, however, foundations rehabilitated, extended after 1975 of Viet Nani which are mainly low in
technique level and technology. Most of these foundations have small scale, weak economic cffectivencss
but severe environment poltution.

Furthermore, dangerous waste in many cases is nol treated before discharge, caused considerable
cffectiveness (o the ecologic environment and resideal’s living condition.

After changing into market economy, Viet Nam's industry had already’ cncoumgous de\elopment steps.
One of basic characteristics of recently Viet Nam's industry, was that to achieve continuous high gmmh
speed since 1991 up to now (1991 increased 10.4%, 1992 increased 17.1%, 1993 increased 12.7%, 1994
increased 13.5% and 1995 Increased 14%).50 in the last 5 years, annual growth speed of Viet Nam's industry
is at 13.5%- the highest geowth level in the region. Industrial rate in GDP increased gradually from 18.8%
(1990) to 24% (1995}, in which public economic component occupied over 70% product valuation of alt
sectors. Most of industrial sectors were rehabilitated and devetoped. All sectors with huge rate and important
role in econonty are all sectors with rapid growth rate like: energy seclor occupicd 23¢% industrial product
valuation with a\emge growth speed of 21%/ year, in which electric sector increased 64.5%/ year, coal
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58.5%/ year, oil increased 22.5%/ year, chemical scctor serving agriculture increased 22.5%/ year,
colistruction material product increased 14.6%, in which cement increased 22%, brick increased 819/
year, foods industry increased averagely 11.6%/ year". Because of rapid growth of the abové key sectors,
Viet Nam economic mechanism released gradually unbalances lasting tents years. satisfied better the
consumplion needs for indusirial product of the whole society. However rapid growth of the industry
appeared also unbalance between industrial growth speed and development speed of infrastructure and
society, created threat for establishment and development process of the industey with high pollution rate.

Industrial micchanisum of the areas now tends to concentrate more in some areas like: Ho 'Chi Minh
City and Southemn East provinces occupied 48% product of all sectors, increased averagely 16.6% year,

- provinces in Cuu Long river occipied 14.1%.increased 9.1%/ year, Hanoi afea and provinces in Red river
occupied 13.5%. The rest areas occupied only small rale. Furthermore, many concentration indusiries.
export-processing, zones like: Sai Deng (Hanoi}. Do Son {Haiphening), Tan Thuan (Ho Chi Minh City),
Long Binh (Dong Nai) recently are formed. These industrial zones and export-processing zones bring many
cconomic effectiveness, but at the same tinte appear also many new issues in cnvironment, especially
industrial environment in concentration zones.

One of other important characteristics of Viet Nam's curre¢nt industry is that almost industrial
foundations with small size, despersion, low technique level and technology. To year 1993 there were
370,000 product foundation,in the whole industry, in which public zone occupicd 2268 enterprise wilh

© 32.5% labour and 78.9% of total fund of the whole sector. Large and medium enterprise occupied only 2%
in total industrial product foundations, most concentrated in public economic component with average fund
of each enterprise about 9 biltion Dong ( = US $900,000). Small enterprises occupicd nearly 984 in total
product foundations with average fund over 1 miltion dong and over 3 labours/ 3 foundation.

These numbérs showed that small size of Viet Nam’s industry. Although in récent years, due to new
policy, industrial foundations had some considerable developed steps but admitted that industrial skilt and
technique equipments were basically outdated and handicralt, no strong enough to compete with foreign
producl.

This showed still difficulty in management and treaiment of polluted waste created by the industry, In
addition, because of construction planning, private business industrial foundations operates alternative with
resident’s area causing pollution on airy waste, solid waste and noise, impacting not too little to
surroundmg Resident’s living.

- One big difficulty of Viel Nam" 'S curret industry is lack of fund (for investment and business).

. though, the Government inrestes anually for industry §,200- ‘S 600 billion Dong, OCCup:es 56- 57% in

" tolal budget investment fund for the whole economy, but still small compared (o the nceds The fund in
resident is big, but mobilization rate in development investment is still limited (anly 30%, but most in
housing construction). Although, Viel Nam established afready some industrial zones with rapid
concentration rate and growth tike Hanoi. Ho Chi Minh City, Dong Nai, Hai Pliong...etc., income level per

~ capita of these cities is still much lower than average income level of countrics in the region. This factor
impacts cons:niembly to technological choice and industrial environment protection and improvement in

* current Viet Nam as well as in the coming time. With limited fund, Viet Nam is not ability and condition

- enpough to Ieeat all efiectiveness on environment pollution created b}, existing industry and also not ability

« enough to import the most ¢learest technologies for the indusiy to be developed Foreign investment fund

s steeam flowed into Viet Nam. :

To year 1995, foreign investment in Viet Nam with granted permission was 1,604 projects, with total

registrations were US $18,834 million, in which foreign investment in industrial sectors occupied over

1) This date from statisiic date in 1994 and poimary reporl ia socio-coonomy in 1995 of Geaeral Stalistic Dovelopnnt.,
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25%™ Phenomenons of foreign investment speed in Viet Nam increasing rapidly will reduce intention of
lack of fund situation, permit Viet Nam to approach quickly with modern industry, but also cause artain
difficuliies on industrial infrastaciure. Practice showing due to many reasons, some foreign investned
project in Viet Nam caused niot small impact to ecologic environment and resident’s living in the area tlike
VEDAN powder in Dong Nai). Especially in tendency of the world being in technological renovation, some
counlries have a tendency to more old technologies with low economic effectiveness and high environment
poltution,

Practice on polluted import happened in Viet Nam, leading to Viet Nam could become waste station of
old industry of the world.

Pollution and environmient destruction due to deforestation caused and emaciation in mountaincous
areas. I in*1943, land area site covered by the forest in Viet Nam with 67%, in 1994 with only 26%

Especially deforestation speed increased strongly in recent years (1991-1994 increased average 1. S'?r
anpually}™,

In shott, although having some considerable growths and improvement, techoological renovation and
having investment both internal and external, but Viet Nam's industry is still smalland outdated with old
technology and many toxic wastes.

Public industry is stil} prevailed, weak infrastructure and stowly developed. .

Furthermore, boom anid development of smaall private product foundations, in which there are many
product types with dangerous waste caused difficully in conirol and management of the State. So, industrial
enviconmént issue in large cities and industrial zones of the country is now scvere, If requires measures (o
implemednt on time to protect enviroment and security for resident’s living.

11. Situation of environment poliution caused by industrial waste

- Waler paliution

As the survey result showing that, allhough in the initial pollution situation in urb*m areas and Vil
Nam’s industrial zones is severe. Tor a many decades, Viet Nam has not paid attention in_investment for
water drainage system, so water drainage system in urban areas became old and degem!cd many roads in

rainy season being floody, dirty water under sewerage increased overﬂo\ ‘ed and caused nom-sanitation
- situation. The rivers, canals, lakes iti Hanoi, Ho Chi Minh City played role in drainage and also ru:u»ed
' doritestic and industrial waste water which are not treated by any process.
‘[n the North, no-treated industrial waste water flowing into large riv: ors is anually 240 j’OO million m', in’
- which Hanoi with 120 miltion m'. Hai Phong 70 million m* Nict Tri: 34 million n', Due to no-teeated, water
waste concentration in discharging point is big BOD=50-190mg/ 1, COD=80-495mg/ |, DO < tmg/ L-In
general, Iakes can clear themselves, but pollution degree here inceeases.

Currently, if compared to standard determined by MOSTE (Ministry of Scientific and Technological
Environment), pollution level in Takes would be double about 5-20 times of standard according to BOD or
SS. : ‘
In Ho Chi Minh City, mduslml and domesm water all discharges into canal systems and ultimately .
- discharging into Saigon & Dong Nai rivers. Result of water quality examination in canals shows that most

norms excceding standard. BOD ‘concentration is averagely 120-140 mg/ |in which canals containing some
heavy metals, especially Pb. Cr. Hg with concentration bigger some tents compared to the permitted
standard, including toxic substances, like defilizer and other poliution substances threatening severely ta
environment & health of urban resident.

2 ResouteeiPrimary eepuort ofl socin-coononiic siluation in 1995, Genera! statistics Departanet.
1 Resowrce: World Bank 19958
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2. Air pollution :

In Viet Nam’s citics and industrial Zones, air pollutmn situation tausnd hy mduslry and motorised
means use with inceeasing pollution fuel. Indicators of pollution substance in air like CO,CO:, SO- and NO.
in almost Viet Nam’s cities exceeded permission standard.

fn Hanoi, only Hai Ba Trung district, there are 3 industrial zones which being heavily polluted they are
resident surrounding factories in Mink Khai. Mai Dong, surrounding 3 Nhat chemical factory and
Surroundmg Wine, beer factory in Hanoi. Dirty ¢oncentration in a ‘part of Bach, Khoa district doubles 4-16
times of permission standard. Mink Khai-Mai Dong area doubles 8- 16 times, sursounding 3 Nhat Chemical
factory double 3-8 times. CO concentration in swrounding 3 Nhat Chemical factory doubles 16-20 times of-
penmission standard, Mai l)ong Miok Khai area double 5-15 times of permission standard.

Air environment situation in Hai Phng and other urban areas in the North is similar to Hanoi, but
slighter. Only in Ho Chi Minh City, air environment is worse and worse in alarming level and impacting
directly to resident’s health.

Survey resull on air envirenment guality in Ho Chi Minh City shows that concentration SO: / year
oscillates around 0.10-0.55 mg/ m', concentration NO: per year is 0.06-0.195 mg/ m’, dirty concentration
oscillates 0.20-1.30 mg/ m’, average lead concentration in observation station oscillates 200-300 g/ m'. '

‘The above mentioned data shows that environment situation in city being poltated more and more by
industrial waste. Noted that, especially pollution level in areas surrounding industeial product zones is
much higher than others.

3. Refuse treatment situalion & solid waste

Refuse quantily & solid waste in Viet Nam’s cities are about 9,100 m daily but in which only 4,000m’
(44%) being collected. ln large citics like Hanod, #ai Phong, Ho Chi Minh City, refluse collection rate is
higher (oscillating 70-90%%). The rest is discharged into lakes, ponds or blank land areas in citics causing
severe environment pollution.

Solid waste & refuse of cilies usvally gathered and discharged into large refuse station, uncovered and
not-treated by any technology (except two small refuse factories in Hanoi & Ho Chi Minh City). Treated
refuse rate and solid waste in Ho Chi Minh City océupies only 37% total refuse daily.

ul. Situatlon of environment pollution in some Viet Nam's industries

We will overview ordery the industry, assess pollution resources in important industries causing
pollution in Viet Nam.

1. Energy indusiry

Total Viet Nanv’s electric capacity now is about 4,000 MW, in which hydro-electiicily:66% thermo-
c!cc(ricuy 21%, diesel and gas turbin: 13%,

' By statistic of last § years, h)dm electric praduct in Viet Nam increased fastly, anmially average
growlh rate of 13, 3%.

Nowadays, thermoelectrie factories in Viet Nanv’s Norih still uses coal as major material for ranning
. electric creation machine. According to expent’s acounts, cond spend in these factories is high as outdated
technology & equipment (Pha lai thermo-clectric factory:0.473 kg/ 1kWh. Ninh Binh eléctric
plant:0.808kg/ IKWh, Clong Bi electric plant :0.742k / 1KWh). In 1993, coal quantity using for these 3
¢lectric plants is nearly 480 million ton. So, with sulpher concentration about 0.74%, these plants
* discharged to air 6,713 ton of S0, 2,724 ton of NO:, 278,000 ton of CO: and 1,490 ton of dirtiness,
203,500 ton of coal’s refuse. In 1995 coal use level for 3 above plants doubles 2 times in 1993, so toxic air
also increases relatively. Although these three plants used dm) get-rid-of eqmpmenl it's still no ablln) lo
get rid of toxic air like SO..
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I recent yearé Viet Nam concentrated to build hydro-clectric plants in 3 regions of the country like:Hoa
© Bih. Da Nhum, Tri an, Yaty Hinh.

Regarding to air liquid & solid poltution waste as olher industries hydro-electeicity is the industry with
high cleaness.

But in natural destruction aspect, ecological enviranment, enviciation, flood, under-ground water
cavironment destruction of hydro-electricily is very huge which not accounted up to now. So, it nceds to
consider when diciston of hydro-eleciric construction,

2. Metallurgical industry

Metallurgy in Viet Nani is only construcied & developed in sectors of cast iron, steel and some colour
metals with small size.

Becanse of size technology being small old, inconmplately investment, so environment in steel smelting
industey is in alarming period, especially concentration metallurgical zones like Thai Nguyen Bien Hoa, Nha
Bi cast jron and steel zone. Dirliness & toxic substance in waste air of cast iron ,steel smelting, CO, CQ:,

" SO, Phenot §Osetc.are mainly resources causing pollution but still assessed fully. In only Thai Nguyen area,
there is anuwal 11,115 ton of sotid waste and 14,712,000 m" water, steel quantity of the past period increased
dramatically, reached 40,000 ton in 1995. AH foundations smelted steel from import steel embrye(steel
original).

Colour metathurgical industry is the most severe po]!utlon industry as airy & solid waste containing

“heavy metal. Especially, recent handicraft gold expleitation is out of control of the Government, also using
old technology like using mercury, cyarma as smelling substance, caused water polution because these
exp!oi(aliuh points lying in the right water resources.

3. Exploitation industry
Viget Nam has huge potemtal on minerals. However, explomng Vicl Nam's minerals in last years Ic.nd o
environment impact as followings :
[n process of exploitation, in-land and land surface is destroyed severely. In Cao Baug tin mine; have
2,986 ton of ore pure, nearly 3 million m* land and solid are bring, dug. For exploiting pit-coal, land and -
solid rate is 5.6 m" ton. Waste watcr of exploitation technology is usually much including waste water of
coal or ore cleaness. In these waste water contains usually heavy metal and otheér chemical substances with -
high toxic level. Waste air is relatively little, mainly dirtiness flowing with air, p‘ully mine air and solid mine
air, _ :
In oil survey and exploitation, main wastes are from oil operation including boring wine and boring
solution, industrial waste water, waste air, ¢ruel oil and oil product. On waste water. Bach Ho mine produces
water-bed of 3,370 ton/ day, domestic waste water of 53,529 m'/ year, solid waste of 616 m¥ year. Waste air
is mainly from the burning air when exploiting, in 1994 the burning air in Bach Ho mine of 1,380 miilion
m3/ year, in which including CO», CO, NO, $Ox, The more Gas Ol exploitation tempo increases, the more
waste does 00. :

4. Chemical industiry

Chemical industry develops diversified including many products bul leaves 1d\¢ersely effectiveness (o
cureent environment.

- Chemical ferlilizer © Viet Nam now produces only three chemical ferliiizcr_typcs and Urefcr{ilizer.-

phosphoric fertilizer Supe and taked phosphoric fertilizer, recently with NPK mixed fertilizer,

Enviconment pollution as producing these fertilizers as followings :

In Ha Bai nitrogen fertilizer factory, Ure fertilizer is produced from lethnolog) of 1970. Pollution hére
includes ¢ waste air containing CO, CO:, NH,, SO:(capacity 212,000 m* h): waste water- including phenal,
NH,, AS, P, Gaudron oil (6,000 m/ h) and sotid waste (coal-bed).
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Capacity of Lam thao phosphate supe factory is 160,000 ton H:SO: / year and 500,000 ton phosphate
supef year.

This is the arca with the bigger pollution resource in Viet Nﬂm Waste air contains SO (& SO
releasing into the air of 8,700 ton/ year. Waste resource contains annually 7,573 ton, partly used to produce
Na:SiFe, but as unstable Na-SiFo, consumption, so sometime discharging into the air. Bed-mud part and
coal-bed is anually 105,846 ton, in which sulpher : 6,097 ton. As: O, fluo, selen..... Waste of the factory is
48,000 mY day (wasting 600 ton $H:.80/ year).

So far, total design capacity of Van Dun, Thans Hoa, Ha Bac baked phosphoric fertilizer factories is
240,000 ton/ year. These factories produce waste containing floo (151, Fon/ year) Liguid waste conlains
fluo of 1,568 tonf year. Currently, fuel use level over | product ton of these factorics is high compared to
the world's level (Uke : energy 150 KW/ Ure ton, 1.7 water steam ton/ ure ton, the water for cooling of 200
m3/ ure ton, while the relatively world levet of 17 kwh. 0.98ton and 80 m*), ’

Basic chemical, resource causing poHution is expressed in three type © waste water, waste air and solid
waste. Typically, it is tan Binh chemical factory. With major products of sulfuric acid. aHuvium fridroxit
and sulpher and boxit major material, this factory caused poltution for water resource. air surrounding
region, impacted much to the region as waste air of SO:(1-2mg/ m'}. In the time of high degree of humidity
or rainy season, this air created sulfuric acid burning surrounding vegerable. Waste water of the factory
wilh floating remainder is very high (3,000-4,000mg/ m®) mede red in canal where discharged by waste
water.

Latex_of rubber {ree m_ang[zg_(ural industry : Major polluting substance from waste resource of this
industry is COD, concentration to 26,000 mg/ | and VFA concentration to 1,500-4,000 mg/ | poliuted
severely to water resource discharged by it Inpact of this waste caused death of ainy ageatic animal.

Washing poder 'indu;gl_qg : conteibutes considerably subslances causing pollution wilh high toxic

" characteristic like water-glhass, surface destruction substances. Most washing powder factoriés discharged
waste water into regional water resource and complained many times by the resident in the area.

5. Conslruction malerial induslry

© Like thermo-electricity presemcd construction material indusiry (comprises of industry producmg
cement, brick, roay, lime, glasses, construction glass...) pollutes severely to the air, total pit-coal using in
construction material industry is 1.85 million ton/ year. For this industry, substance causing pollution in
waste air includes : SO:-24,.900/ tow year, CG:-3 <}(}Otoni year, CO0-3,870 ton / year; NO.-9,026 ton ! year,
and dirtiness releasing with smoke-125,000 mnf year. This resource creates $O: & NOx acid rains.
Equipments refining electricity is now using in construction material manufacturing factories treated only
pait of dirtiness in smoke and not treated yet toxic air componenls.

6 Light induslries

Major sectors impacting to the environment as l‘(\llnwmg uxule sector @ In the country There are now
32 texiile enterprises belongs to Ministry of Heavy industry with designed m'muhciurmg capacity of 300
- million nv/ year and lacal foundations of 100 millien v year. Product in 1995 in' 221 million m. For this
sector, -:oﬁsidemble factor is waste water. Water and waste water standard of Viet Nam dye-textile sector is
now 2,500 Y/ million m? clothes. If accouding tolal, anually waste water is 552,500 m*. Dye-textile
indusirial waste water poHutes severely to living condition and land festitity because of exception usual
substances like NH», N¢», PO, contain largely other toxic substances. As usual, about 25% dye-stull is
discharged with waste water. Sucface substance's voluine is rather high so when discharging into water
resources like river, canal, dyke created floating thin layer on the surface, blocked oxy in environment

causing damage to aquatic animal activity. In addition, po:somd substances can damage directly to

resident’s health surrounding regions. )

Papér_ industey : The counlry’s paper product increase quickly in the Jast years (in 1995 reaching to
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'2{}3,900 ten. increasing 32% compared to 1994). There are large foundations like : Bai Bang, Viet 'Tri, Phu

‘tho (in the North} Tan Mai. Dong Nai (in the South) papér factories and miiny small manufacturing
foundations colying in Sugar factory vr in big cities. Paper industry canses two major pollution types like
green polietion (destruction of forest) and brown pollution (chemical in waste of the factory).

Nowadays, norm of the whole industry consumes 8 ton of wood, bamboo, dried bamboo/ 1 paper ton,
means occupying 2 ha forest/ 1 paper ton. So. cach vear paper industry reduces fosest resources about
282,000 ha. Waste water standard is S00 mY/ ton of paper while in the workl only 70-80m*/ 1 ton. The whole
industry wastes 70.5 million m?/ year. Tn waste water contain organic sulfure NaOH.Clo..... These substance
are rather toxic,

7. Foods and foodstulf processing industry

This is the industry with large network and many products recently growing high speed. Characteristic of
this industry is to waste huge quantity of organic waste. Now, the development of this industry not complies
with planning and all foods factories not treated by any process due to sharply competition on product’s
price. The resull is to pollute severely to surrounding eavironment. '

In short, industry of Viet Nam developed rapidly in recent periods with ath sectors, With no-high product
but as old technique, outdated equipments so high waste rate and formed dangerous patial poltution zones,
especially in concentration industrial zones, Some industrial manufacturing sectors will be mentioned below
that having much waste or conlaining toxic factors impacted adversely (o eco!ngiml enviconnient and public
living condition, requiring Recessary measures in the coning time. They are : chemical indusiry, exploitation
and metallurgical industries, energy induistry, construction material industry, foods processing industey, paper
& textile industry.

IV, Measures Implemented and to be implemented in the future for the treatment
of industrial pollution problem

* Viet Nam Govermment realized important role of environmént protection and began to have treatiment
micasures for poliution in many provinces, towns. There are two industrial potlation treatment Mmeaskres as :

- ‘Freat directly by technology, change input material resources with pollating capacity.

- Treat indirectly by control system and state management in order to raise’ erfccmeness in using
meterial, energy, natural resources and environment protection - .

In the last year, Viet Nam tried to coordinate two above measures o solve pollution. On neasures
treating industrial waste by technology, only in the period of 1991-1995. Viel Nam has 17 siudy projects on
cnvironment protection in which five projects on industrial environment, ¥ on clear industry. In poor Viet
Nam’s economic condition, many hot socio-economic issues necd to be sobved, immediatly implementation
of ¢lean manufactureing technological measures is not feasible. However, the above study project
contributed considerably on envirorment protection in general and industrial pollution treatment in separated
as: ' . ' ‘

: Assessed Viet Nant industrial environnicnt situation, being bases for the gm'crnmeni creating relavant
measures to solve industrial pollution issues

- Areanged priority issues in industrial enviconment solution

- Planmed some feasibility measures to reduce minimum polltution for some techinologies causing major
pollution

On state management for industrial environment. environment protection daw issued in 1994
determinded clearly the content of state management for industrial envicoment.

In addition, in the past, Viel Nam implemeited some surveys, assessments for pollution waste in some
foundations and arcas, but generally this still scattering, not usual and no beconung a system, ‘There is no
specific slmlegy in Viet Nam to reduce industrial pollution. although in Decree No 175-CP, lhlS issue
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mentionted as governiment task.

Up 10 now, measures to solve environment poltution in Viet Nam based on nnm!y legislative
documents and regulations bearing command administeative characteristic. Viet Nam has not applied
economic tools (o solve environment issues while they are relatively ceffective in many countries in the
world.

Environment protection and especially industrial poifution freatment and preventation are the most
important, requiring relevant attention of the state and Viet Nam in the coming tilme. When Viet Nam
changing new period of new course for modernization and industrinlization, objectives developing rapidly
the econumy will combine adverser environment effectiveness in the future. Experiences of many countries
showed (hat enviconment effective sotution is very difficult.cost or can not be solved, In low technological
skill condition and united fund capacity, Viet Nam can not certainly solve immediately the environment
poltution issues due to industrial development, bul necessary issues need to be solved in priofity and
construct long-term solution for industrial pollution issue. If can preseat somie measures necessary to
implement in the many time in Viet Nam.

- Combine harmoniously regional development planning and sectoral development with accounting to
envitonment inpact,

- {n master planning construction developing industrial zones and cmes it needs to develop also
infrastructural system like : refuse treatment, solid waste, urban waler supply, unbait transporl Manageinaig,
pollution treatment of lakes, ponds, canals in the citiesten.....

- For industrial pbl[ution issue, necd 1o concentrale and solve by two directions :

For factories will be constructed @ Viet Nam government now determines new investment project (both
external & internal investment fund ) have to assess the impact of the project to envirorment and treatment
measures, However, attention that if so, slill not safe enough for these factories will not cause adverse
impact to ecological enviroment. Viet Nam must have usual and period control network on environment
pollution situation in industsial zones, determine the standard of permission pollution Ievel and supervise
the implenmentation of pellution preventative measures in factories alter coming in operation.

For faclories are now implementing : Teealing industrial pollution in curreitt operation factories is

“rather complicated and can lead other effectiveness on socio-cconoiny like : employment, income of
résident and local authority (if required the heavy polluting factories to be closed). However, urgent
measures to implement are specific assessments of poltution in focal zones, finding out of resources
causing pollution, there by drawing treatment measuces for each speéiﬁc situation.

Environment management legistative framework, agencies responsible for
enviromment protection management

Viet Nam Government promulgated environment protection Low (in 1993) was the most important step
" in the past environment proteclion aspect it which determined clearly the content of state management on

environment protection including :

(1} Promulgate & implement legislative documents on environment protection, environment standard
system.

(2) Form, mamg; the amplemenl'\lmn of strategy.environment protection policy, degeneration
preventation plants of environment, environment pollution and énvirenment incident.

{3 Construcl, manage the environment protection works concerning to environment protection

(4} Organize, construct, maoage geological system, assess penodly environment situation, forcmsl
environment changes.

" {S) Appraise the report of environment impact assessment of projects and manuﬁcmrmg found'mons

(6) Grant, cover the cedtificate of reaching environinent standard. :

N Supervise, exanine, ispect the implementation of regulation on environment protection,:solve
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disputes, comphaints, deouiicenients on environmeit protection, punish legiseation violence on environient
protection.

{8) Train scwnuﬁu official on environment management.

{9 Siwudy, apply lcdmologtcal scientific progress in eavironment protection aspect.

(10) International relationship in environment protection.

To implement State management and environment protectios presented the above. The Gou rment
promulgated Decree No 175-CP o spccmes and guide to implement environment profection Law. Among
them, MOSTE is the agency instcad of the Government to manage environment protection in the whole
country, In addition, Decree No 175-CP determined clearly responsibility of Ministries, Ministerial agencies,
agencies under the Government and proviocial & city’s People Committees under Central in State
management on environnicnt protection. It can summarize competent agencies in Stale management on
environmenl protection and the relationship of there agencics as:

Spemﬁc fum{mn of MOSTIE: minisiries, Ministerial agencies, prmmual & citids’ pcopk (,ommmccs
concern to environment protection determined clearly in Deeree No 175-CP specific as:

1. Funclion of National Environment Department

- Study and submit directions, policies, legislative document en environnient protection

- Inspect the state on environment law implementation.
- Formulate enviranment impact assessment reports.

< Control environmait poliuhon _

- Organize, solve issues concerning to environment incidence according to distribution reguiauons.
- Cooperate internationat on environment protection :u‘cordmg to regulation.

- Guide seclors, localities on environment protection activities

= Organize training courses,

- Organize study on environment management.
- Inforimation, document restore, environment data...

2. F unction of Mmsstnes seclors

(1) Formulate, submit to the Governmeni, proniulgate accerding te compelence the documents on
environnient protection belongs to sectoral scope relevant with regalation of environment protection Law.
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Formulate strategy. policy on environment protection of sectirs relevant with general strategy, policy on
environment protection of the whole country. :

(2) Steer and examine the implementation of legislative regulations, plans, measures on enviconment
protection according to derection of MOSTE in own sectoral and foundations scope under direct anthority.

(3) Manage consiructions concerning to environment protection,

(4) Appraise environment impact assessment reports of projects. manufacturing foundations according
1o regulation.

(5) Solve disputes, complaints, denouncements, recommendations, leagisiative violations an
environment protection in competent scope determined by the low.

3. Function of provincial, cities’ people Commiitlees

(1} Promutgate documents according (o amhdrity on environment protection in localities.

{2} Steer and examine the implementation in localities régilations of the State, localities on
environinent protection,

(3) Appraise environment impact assessment reports of projects, foundations according to regulations.

(4} Grant, cover the certificate of reaching environment standard for manufacturing foundatioa.

(5} Coordinate with Central agencies in inspection, examination, solving Law violations on
environiment protection in localities, prompt organizations individuals to implement regulation of the law
on eavironment protection.

(6) Receive and solve disputes, complaints, denouncement and recommendations on environment
protection according to competence on transferring 1o competent agencies for solving.

On legistative framework up to now, wa have following document:

- Environment protection Law.

- Deceee No 175-CP guiding to implement the environment proteciion Law.

- Inter-ministrtes Circular No 155-TTLB(4/ 1594) of state Scientific Committee arid MOSTE

determined  temporally oii environment planning.

- Circular No 1458-Mtg (127 1994) of MOSTE guiding & organmng according to competence &

operation scope of inspectors on envireament protection.
Promu!ganon of environment standard (Decision No 229- QDI TRC)

"~ Assessment of enviconment impact (attached series of gmdance cmulars ot environnient impact
qssessment} ‘ : _ o
- Repott of Viet Nam envrronmem s:tuauon * anually submit 1o the Council & Government ...etc. The -
above legistative documents will be basics for implementation of environment protection measures,
contribution of sustainable development.

Vl.Concmsion

In last recent years, Viet Nam gained inspiration achicvements on economic growth, living
improvement of resident and stepping into new stage of renovation with industrialization, modemization.
‘Though gained continuous economic growth, Viet Nam faced to severe pollution environment issucs.
Environment pollution situation in some regions, especially in urban areas and concentration industrial
zones caused adverse impact and healih of surrounding residest as well as existence & development of
mild creatures. Viet Nam is in potential chatlenge that how to maintain rapid economic growth speed,
reduce poor and hunger and at the same time ensure safety for ecological enviconment.

Some recent years, although poor economic condition and limited budgel. Viet Nam Government
strived in environment protection. It promwlgated many legislative impaortant documents on environment
proteciion and first step formed management agencies on environment prolecuon However, when Viel
Natn continuing to develop the economy according (o industrial diréction will be appmred industrial zones,
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eXport progessing zones, mineral exploitation zones, and big urbai arcas, tourism arcas, SeFvices, country
side industrial zones, series of infrastructures like teansport system, water supply system, electric supply,
waste gathering system. In the case of Viet Nam still poor with high population density, United land stock,
that booming will create canflict between devetopment & envirenntenl.

To limit potential conflicts, exception of administrative measures & environment Manage Viet Nam
Government must concentraie to organize effective imptementation mechanism of administrative
management measures, simultancously invest relevantly infrastructure for unban and big industrial zones.
Practice showed that if only attention of government nol ensurance enough for epvironment protection
measures, which coming into reality, the more important is awareness of resident and the whole sociely (o
cavironment protection. If only so, Viel Nam could reach high economic grm\'ih.

Relerence
1)~ Envirommest Protedtion Law
2y - Decree No 175-CP. .
3)  Tepic repons KT-92-06 of Ding Van Sany, Tran Van Nhan, Nguycn Neoe Lan, Neoyen Hoa Toan
1) Genera! conclusion oa Viet Nam Industry & industrial Envirosment of Ding Vaa Sam. Nguyen Hoa Toan, National
eavironment Depadment, MOSTE, Hanot 6/ 1995,
Sy Statistic Date 1994 General Siatistical office,
&) Primasy repon on socio-ceononic situmion 1995, Geaeral Statisticad oitice,
7y Viet Namt's Industrial Date 1989-1993, Industrial Departiment. General Statistical Office.

&) Lam Ming Tridt, ervironment situztion in VN,
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6
Some Comments on Calculating GDP
since SNA Applicd in Viet Nam to Date

Nguyen Van Minh
System of Maticnal Accounts General Statistics Office

General Statistics Office is in the process of imptementing the UN System of National Accounts (SNA).
In Viet Nam, it was not uatil 1988 that application of System of National Accounts wis considered for
national accounls. One of the major indicators of SNA is GDP, and its calculation process since 1989 is
divided into two phases.

{. Thefirst phase

The first phase was between 1989 and 1990 when (he caleulation of GDP was made based on trials of
converting some indicatoes under MPS inta GDP. Such GDP figures tend to be estimated lower than the
actual ecanomy.

2. The second phase '

In 1992 it was decided to replace MPS with SNA, and since then GSO h'is bccn allemplmg 1o use the
new account system. GSO carried out two surveys in 1993 and 1995 aiming at more adequate calculation of
GDP. Intermediate input by each secior, the key information for the calculation of value added, is estimated

“based on results of the surveys. GDP calculation has been substantially lmpmud in rccenl )e'lfs

~3. Some shortcomings .

(1) the scope of calculation doés nol cover all :nduslml and economic sectors, ll exc!udes pmduumn-
business activities of the Minisiry of Home Affairs and the Ministey of F oréign Affairs and activities of non-
profit organizations.

{2} There are shorlcomings of the breakdown of GDP. GDP is not broken down by institutional sector.
Also, the breakdown by sector is not complete. For example, “fishery™ was previously classified in three
different sectors : seafishing belonged to Indusiry, aquaculture in lakes, pmldé and rivers belonged to
Agricallure, catching crabs and shelifish belonged to other matésial production sector. In consequence,
indicators of gross oulput, intermediate expenditure, and value added of Fishery have not yel ofﬁéiail)-' been
made public. '
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7
Actual Situation of Viet Nam’s Macro-cconomic Statistics
and a Number of Issues to be Noted When Using Them

Tran Hoang Kim
Genearal Statistics Office

1. Statistical system In transition

{1} From MPS (Material Product System) to UN SNA (System of National Accounts) but uam.nlly only
GDP of production accounts is published annually,

(2) Data cellection: from periodic statistical reports 1o statistical sury eys but in a limited manner dve to
lack of funds and shortage of experts

1. Current sitvation of macro-economic statistics

(1} Bata collection - both slatistical reports and smuslrcal surveys are uscd
(2) Current situation of macro-economic statistics
Present statistics have shorfcomings reflecting the following:
1) ‘The data are not complete. Data for the period before 1990 are not available.
Many macro-econoimie data for the period after 1990 are ofien nol available, and mus !hey are
generated with experts’ manipulation. Lo : :
2) ‘Yhere is inconsistency in definition and scope of md:calor:. in dlffeunl lmnlmns Of d'ms. S0 dm
do not allow systematic analysis of trends or comparison. :

lLIssues to be noted when using macro-economic data

1. GbP
(1) GDP figures are not available before 1989 .
(2) GDP figures afler 1991 are not accurate due to failure to collect d'ua an non-state ecanomic seclors
on import and export activities through unofficial channels, and the (crldency of local governmends to
over-estimate their local GDP to exaggerate their localities” achievements.

2. Export and import {trade) _
While the volume of trade exchange across the border and that of sniuggling is not small, trade

- slatistics do not reflect this, as mentioned above. No survey has been conducted on this aspecl,

3.Infiation _ _ _
- 'Three points have to be born in mind whea using inflation rate.
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(1) Retail price index is used instead of consumer price index.

(2) The index is calculated in comparison with that of the prulous December, instead of the average
index of the previous year.

(3) 'Fhe number of commodities and services mcluded in the calculation of the price index is too small
(about 300 items). Fuithermore, these commodities and services which were selected in 1989 are
no longer appropriate for the present due to changes in consumption structure {motorbhikes and air-
conditioners are excluded, and rice is heavily weighted).

4. Unemployment (Labor statistics) _

The present unemployment rate is between 5-6%. However, this does not reflect the reality. Since there
is no unemployment allowance in Viet Nam, everyone has to make histher living often by sharing work
with other people. Even if everyone has work, in fact, the working hours are somelimes very shorl.
Underemploymeant {igures should be used,

5. Income

There have been many surveys conducted on income of people, but the results are different from one
strvey (o another, and are probably lower Ihan the real figures. Due to the fact that one person often has
many sources of income which he/she hesitates to disclose, it is difTicult to grasp the read piclure.
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