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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 invesiment

Macmeconomic policy formulation is of utmost significance (o a country’s long-term development and
is also a very complicated task. Within a short period of time, both the Viemamese and Japanese experls
have worked together and the Japanese experts, on the basis of the information collected and the surveys
conducted in Viet Narh, have written up the main substance of the Final Report (executive summary Final
Report and full Final Report). Following are some comments on the general comnients and additional
comments (posis'cripl) made by Professor Ishikawa.

The part on “Assessing the Results of Doi Moi Policies™ in the summ'tr) report (General (ommems) is
condensed and accurate.

The “General Comments” have defined the nature of the comprehensive renovation (Doi Mor) course in
Viet Nam in both economic and polilical aspects, ¢specially in ecomomic aspect.

“ The definition of an economy which has not yet reached the stage of full development of production
forces and where factors of a markel economy have not completely established has enabiz.* the authorss to
come up with a correct awareness of the way to conduct ceforms in the country which obviously cannot be
an imitation of the models used by the countries having experienced a fully-developed market economy. :
Therefore, it can bé said that marketization under new conditions is the mean to conduct reforms while

modernization is the way 1o realize the country’s indusirialization. On the other hand, marketization arid ,

reform, and mdusmallzauon and modernization are c!osely interrelated and interconnected in a single, -
integrated whole and constitute the way to realize the gaal of “rich people, strong country, and equal and :
civelized society™.

The achievements recorded by the Doi Mot policies have been obvious and therefore numerical
Hlustrations are not needed to be shown as those achicvements have been already mentioned in a very
condensed and succinct mariner in the part on “General ¢valuation” (Paragraph 8). M is also cléar that the
achieveniets recorded are not sufticient to ensure a tong-term and sustainable'dmLlopnielil of Viet Nam and
challengés to the Doi Moi course wil] always exist. Why so? Thére are many reasons for this, but the main
ofte is the fact that fac(or:. of a fu]l) developed market economy have not been completely established in Viet
Nam. One should {urther émphasize (hat the Doi Moi course in Viet Nain has been conducted mainly on the
basis of a simimarization of Viet Nam’s own development experience without having an overall jeading
point of view or a clear “road map”, in other words, 10 guide the porcess. In this regard, éven China has been
only able to map oul its blue print step b) step after 15 years ‘of refmm ‘Viet Nant has been conducting its
Doi Moi course under the condmons of & very poor counlr) which was heawly dcslmyed by continied wars,
and lied with (he old economsc mechamsm for many yars while its :magmanon of a new one has noi been
completely c!e'zr
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As a result, the analytical comparison between Viet Nam and China in terms of situation and policics
deserves attention and can be used as-a good refereiice material, However, both the conditions in Viet Nam
and those in China, and the condilion of the former and those in other low-income developing countries in
general shou'd not be considered as identical.

The analysis of the two medels for industrialization is quite clear and has contributed to explaining the
reason why Viet Nam should study the secand mode! of “a dual economy”™ which is appropriate for the
industrialization process in countrigs at the stage of low development of productive forces. Particularly, the
authors have placed a proper stress on the foundation-serving role of agriculture in the indusirinlization
process in a country where 2/3 of the labor force work in agricilture and 80% of the national population
live it rural areas. Obviously, industrialization can only be realized succcssfu]l)' unless a linkage between
agriculture and industey has béen 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 to break the vicious circle of
poverty.

“The analysis of the important role played by agriculture and rural areas is valuable and has help to
reaffirn the rightness of the policy to transform the agricultural and niral ecomontic structure and to
conduct rural industrialization. It can be said that the first 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 avthors in the Paragraph 30 concerning the
need to improve agricultural productivity so as o incréase 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 imporlance to smalter firms, and the utilization of the available organizaiiuns, technologies and
domestic resources for development. This enables the improvement of investment efficiency and the
creation of a large nurmber of jobs in the coming time. '

Probably, the author should add and explain about two facters of contemporary nature qﬂeclmg the

industriatization of “late-comers” like Viet Nam, namely the scientific and technological revolution, and
regional and international economic integration which will obviously help shorten more or less the
development path of Viet Nam. This has been seen clearly in the case of Bast Asian countries and this
opportunity has not moved away from Viet Nam. It has ‘ﬂSO been analyzed in a number of previous studies
made by Professor Ishikawa,
-~ Afunther stress (in the Paragraph 32 under (3) Raising the saveings rate) on lhe ﬂt‘Cd to increase the net
savings of the economy of Viet Nam of more than 10% of GDP, which was ﬂ!rmd) thoroughly explained
previously, is of great imporiance to the allocation of funds for the country's industrialization. Attention
should be paid to the decisive role of domestic capital in terms of both impact and size of sources so as to
avoid too much reliance on external resources. Thus, the role of external resources should be_cianﬁed in
terms of provision of additional resources, technology transfer, creation of new markets and pasticularly
their role in the export-oriented policy.

The emphasis (in th P'amgnph 35 under (2) Unemptoymem and underemployment issues) on further
increase of the savinigs capacity through better use of labor resources 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 invesiment, lmporlance sh(mld be
attached to this way of ceeating savings from beltér use of !abor under the conditions of an agncu[luml
colintry with low rate of savings, : :

The short comments on the drali ‘Pohmal chon have many peints to be noted a_nd in general, we

- agree with what was mentiored in this part. First, as reg'srds the target of growth. According to the analysis
in the Final Report, none of the countries in he world has ever achieved an average annial growih rate of
more than 10% in 25-30 consecutive years as eslimated i m the drafl Political Repost. Therefore, it would be

more reasonable 10 revise the target to be one of increasing the nationat GDP to 8 10 times during the '
1990-2020 period. This will help avoid making excessive investments in the ccanomy which in turp witl
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make the ICOR of 3 rapidly increase to 3.5-1.0. Moreover, if the economy becaites “overheated”, thén
ICOR will go up sharply to 4-5, meaning that a conlinuous high level of investment of about 40% of GDP
will be needed. With the domestic savings raté of about 20% of GDP at present and expectedly 30% in the
years to coine, the gap of investment must be finranced by external resources. This is a good chance that Viet
Nam should take advantage. However, from 2005 onwards Viet Nam will have to repay its external debis in
an incrensingly large amount; these debts consist of not only ODA loans, bitt also commercial loans as well
as the return of part 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 cquivalent (o a continuous average annual GDP growth rate of 7-8% during the same
period, is already a celatively high target. Right policies for the whole developmient period and for cach stage
of the development period, and good and guickly responsive management are required Lo achieve or
probably surpass the set target, thus narrowing the gap in development level between Viet Nam and other
counfries.

Mudti-sector economic development is a consistent and longterin policy of Viet Nam. The impottance
attached to the state economic sector is also a necessity not only for Viet Nany, but also for every counltry as
far as public welface is concerned. At the same time, it is necessary to clarify what specific roles the state
cconomic seclor should play in the economy so as to ensure a rapid and sustainable development of the
country, and in what areas thé participation of other ecoriomic sectors other than the state econelnic sector is
tequired. ' _

The policy {o develop the cooperative economic sector is a right policy, as the individual household-
bascd economy itself has mere or less brought into play ils effect in the transitional pericd, especially in
agricultural and rural sector, bul there are certain restrictions (o a rapid developiment of this cooperative
economic sector. The economy with high productivity by itself requires cooperative labor and thus
importance should be attached to the development of the cooperative economic sector in the long run, as
* clearly stated by the National assembly of Viet Nam in the newly promulgated 1996 Law on Cooperatives.

All the analyses on the important role of the state and cooperative econoimic 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, éspei:ially in the long run. Morcover, in practice, the co-existence of dilferent forms of
ownership is of necessity. It would be therefore better if this indicator is not meationed in the Political
Report. : _ ‘

The executive summary report by its condense nature cannol discuss in detail many issues. Furthermore,
the two study groups of both the lapanese and Vietnamese sides have not got enough tinie to conduct in-
depth analyses as they wished. Therefore, it is rcecommended that a number of topics be selected for more

“indepth analysis during the second phase of the Japan-Viet Nam Joint Rescarch Project, such as Viet Nam's
membership in APEC as Viet Nam is at present preparing actively for this.
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