3—3

g4 LM FAIZBGS BN I EOnREME
—hEOERD S ORI -

¥ oh E W
EHKRP

b, REICBII SR IR(LEOER

PEAE SR RD 5 TB B RH A OGRE B L ORISERDZ ETHEM, £
BNERITDED, FRHI %HHSORREEDRTROBL LT o LOREEE M LI
T, 5 LEBEORFRELERL KT TOABRED <> TRE XX EBRATHE
NTWSA, BHBRICBT28#EE%E (Township and Village Enlcrprlses TVEs) A@EnkE
OFIEMLREE R LTELARBOTRALORBRA KL TV B,

199741 B 1 A TAR SN, UBRBARES KLl BHARSR TRNOSHES
M 53VRBRCLIBEEELL, BT (FRONEED) TREL. BELBEABEL
THOBEERERT) (B25) . L0 RKMICERIE, BIRSICINT S, ATE, HEE
Motﬁﬁ%ﬁm\H%%Kﬁﬁ?é%ﬁﬁﬁ@®ﬁ¥\ﬂﬁ¥\ébtﬁﬂﬁ%&@%ﬁﬁ%
BE. KEEOEEZERY 1 TOLERERT, AROEICENTS, BENEBTHES L
TEVFAREOEMREOCEN S, HREIKT SN, FKEOEREE L. EBESN
ERST B LS MERMOEEEOPMERNABIET S, ol b, BUTHBAMEOHIKE
RIE<, FERETRE CRIEEIIRBENS N,

25 LAREAEY, ARLVWEEERFTELOMN, 25LEI/OLY 2V TOREER
CBAL T, MITIRE. HOSHOSMOBIICHIL THEETD 2 M5, TSR ES
MEEEREERL, TOT LPSMRREREETRICLTE R, SV RIIHNTHS.
Ll SEOSHRERORRENE < FESBTUL, BIREROBSITEEEBOTIA
<. MEBRICEL T TREOERISRBIORE L O AMEL BV THRTSD I &2
RIALENSTHS. BHFMEOBRICHI A TMOBEOENARRER AN, BILR
75 BB B ERNT 5 2 & 0L BERTRBMIOREE 1S, 7—%— - 1 A Arthur
Lewis) AEMELEEFNAHATSHD . < OBKMECEA, BLUBRE, ABIBNTHE
25 LI b TI RO 7O L A EHIIT 5 Z ENFRTH 720 LA L, BoKERARE
OWMRR LRI BT, ALY BRBMOBBIEINEENIT AT DI L,
TREFID S MBI RARRENE CRICREN TH B LS FHA S, BEEMOKROR
B AR EORARSBENCHE T2 LS BTH, BHEHBOFLE2RRATITEEL
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FEgELTHSNE, 2 LENT, PEOMSHEEZORRBIIEHN OIS TE, B
SO0 A, R Rl EOIMAERUERT S LD RN HE DEFENRL,
IR OB E LT, ERETZ2RUHETIEMEAEBECREHOMAETEF-E, 5 1EH
BROTCERLDTH> I,

ABEOIWE, BERAROADZALLENWIBANS, PEOBHEEXORREWNEZRLIMO
MEERICEAZHTTERTLZEEBUT, T LM LORBHN LEXORROEEEZED
ZEizhs,

L. PEOREALREROHS

RN, V9TRERITFENTHEBETADIERRIZEAY > TE, BHOTX DR
BE, 2o EREFOREICRE L TEABHEAEORENI DLW THEBELTE<Z &L
T3,

PEOTVEssid. REEEOMEEOESRNS. FTEENENETNET, Wi SEMITR
By oHMGtELATEELICAIEINS, fi&EIIBTEAR%E (lownship enterprises) .
EHPER%E (village enterprises) &MmuAal, BEZEROBRN SR IHESRESE K
OREIZLHHAEEEITTTONS, EMEERESIKELERARDOREICLN 8 ALLL
ERARE. TAUTEBEARRLIIBEIND, '

ERIIEELZIOTEEN LSS, Y EEDMIMEE N — X TAHIERBEO LRID,
RS (10%) . BE¥E (8%) . 30@ - H&¥ (6.1%) . EL - /¥ B.9%) . k{7 -
Bife - - Z¥ A 1%) . BE¥E (6%) . BIUVEOMERE (1.3%) Lx->THD,
HEEPLTHBILMNASATHE (TPEBESCEEEI9)) .

SERIFNThOERIIBLT, BHAXOARBEETNENOXEREOGDPIZLED BT
BERLTBID (%1) .

1. BACKEEMLMGOPHE (BRACRURETT.
EBECREEDR /2ELER. IIEESEANNEEDH, *(219865)

1978 4¢ 1984 4 1998
RuELE 495/6846 (7. 2%) 1698/13171 (12. 9%) 22187/79396 (27. 9%)
WO % 38574237 (9. 1%} 1240/7617  (16. 3%) 15530/33430 (46. 5%)
O X 35/569 (6. 2%) 24671263  {19. 5%) 1781/5262  (33. 8%)
s - AR 19/205 (9. 3%) 258/598% (43. 1%) 1361/5029  (27. 1%}
¥ - Y- ¥ 19/438 (4. 3%) 282/1202¢  (23. b%) 1970/6610  {29. 8%)

MM ER 19990 . TDEBARRER 1999) L0 ER
EREFHD IBHERORLTREORE T, THRBEBHAOBITLEATLT

BALTERZ SR, SEMIZEEL THEIIREINTVS, BIrEERIrsnTiH. IR
 EAROBITRAOREE EDBIIFELTHY, CRETT RN L7 EE HEFA
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HOENBNEED, BABEOTEODTELWRETHS, LEF->THRETHHDL W,

L BRFCBOLTIE, FUREICHOO MRS RREROZ HABMNERMMA ST O
MEXTHY, L - Ol REERLOH— T ¢ AFBIEG RO BN D 5
ERELTNS,

WSO, ERXEOEENEERIIZ 2 RTEBOTHS, TVERKIBOTIL
B, BEAPRLTH oA SOERLRE, KE - SR T/ SR TRBMOEED
WONFELL, ELFH. BT - MELRLOHAAENUOXHEOEHBELWRRESE D2 E,
EMOSRIENEARADDH B,

WECRCISEERN2EHBEERICLGD D HENBVLERERLEONRITH S, ¥
TEECERM, BEEEEMREMNEATHD, RIERL Tz, BEASORM HEHE
PRCEDEEMTIFI0%IZELTNS, £z, BIORTEBD, ARGBEOLRNF—#
M, BYERIINEIN2¥BORMTHRENFOHONHO, EHELTEFEREESOHM
TEMROBHZZITMRIL TN S,

£3. HACRCLH2TLBROLEROMEEL

A (1998 ) 23025 b2 43%)
feiest (1998 4) 871 H k> (29.1%)
xR (1997 4F) 104 {58 (74.9%)
i (1998 <B) 186 (5 (77.2%)
fi B (1997 ¢E) 1578 (93.2%)
B ¥ (1938 4F) 40275 k2> (70.2%)
Y= b (1998 %) 286 5 > (14.4%)

PhEKAHEEL . TRESACRERD . AERE D ER
WEDEDORHBIE, RA4WRTEBD, RHBEROIAAETL THD O &I
A REOEENFEL ML TVERTHE. I EORFRHSEENERT I

DT, B EEMENIIARTAIIE S EERIL TV D,

x4, HERBEEEE TOBMKRIL

1984 1 1998 15
SEFA (BTE. MHE) &% 1035 &t (82. 6%) 3 J6 bh61 {Eom (51 5%)
A - BARELR 218 f&yc (17. 4%) 37k 3561 fEc (48. 5%)

PrhESEBEFERE) . FEERK DN

HELEORBARE L TELENORNTHENAOMAH. BORIESENSRDIEHE
MUOTELOEEHMBNTHY, EOMBEES ICARINTNS, BEARERED, B
BEBUCHT B HBRE MRS H D, BEDLERALL R4 20 15, BRI
R-oTHHMIEXITET S,
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£S5, HALECIIRMFBAORN (1978FEIKAFSEDHS)

1978 4 1984 1 1998 £
A 57 WA A 30638 7T A 35968 i A 46432 71 A
WS REEHR 2218 AN 1.2% BUTA 11T% 12268 A A 26.4%
2 b RLERARM i34 AN 5.7% 3656 A 10.2% 1334 5 A 15.8%

ThEgEHEE) . TRESRCEEE)  AEEMEDER

TOBER, REFFOTELIHCIBLTALNL, BROEES - R L., BiT~OBE
EROMOFBBEEED TEAOT LA LERLD, PERBW T @A CHRMYE
ER &:bh’jﬁ*}{}tﬂﬂ‘f‘%éﬁﬂb\%ﬁﬁh‘d‘. BRI, F0% IR TIHBEREINGETS
END AT —-DIAEEYE- TS, THREL, E<OBRIIBRERSIINEL. BE
MERERL 0TS, WHIEREBEBIMALLMREADZZEHTED, 2B, 1996

CFOLES SBAANEE - I BEACREOREFRIM D THMERICH S (1683, 0505 A

(19974F) — 1482, 5377 A (19984F) ) . BAEEE L TEHHSEIREHROM EED
LT, AABRBEMMIY, AEEKEHNMLEZLLLZH0THY, EHHEEORE
HHOL, 19964E 05, 95377 A5, [99TAITIES, 32TH AL 199B4EIZ 725 &4, 82975 A & THaT4E
BI0%HOEEAATND, 25 LARBARRAOETE, 1 #EHEYE0ORFHERD
¥, BARMEO EREHIET 200 THD, SAMAROBE, BALHRIIIISIEICE
Tz T Elamo =A%, 19984FI2142T, 84{}.73"7"1:4:J:%L‘ HHETIS 9. RETIZIF. BB
OHUEBETND, WEEBAOBARFNE LAOT L RIIE SLHEVITTH B,

MMAEEORE L TELEERBEOVDE DN, Gty y—E LT, DWEGEOBHER
BREEY-RLTERIETHS. Thbb, | BIECBVWTREBHCEICLDHEIEHE
BMETTH Y. RIBERE] 4067010 50 5 RIS 9% TH- O L. 1998EI0 25
SRR O ISR, J00MITILR AR5, BUETOM. SRIETBICE-> TS, &
B ARERE L BEARI L ANERBRES DD &, 98FEIZBOTIIE, 854ETT
HD. 2EOEHTEFHOI %I R,

WHEAEORBIT, BB TREBBENDB SN, RESHICELVOR, RiFgo
T8k, WHL, WWH, EHO4ECBONTTHO. 1BMFICBNTIIIZ 0 4 50 EEHI56E
TR E AR DA FERIT S B ILRIZE0 %I b RAT 2, 215 BIZAHEKENE
WEZATHY, HLXHROFEEFEFOD LICHVTEIT, SN L2 EH B
AT EBHETHD, bobb, ME. PREMOTHE, HHERIIET BREER
RORBE LS, 1998412 BNTIE 4 6O EFEMB058HETI3 200 4721 2 JK2 186 BT
36. 3% X TFLTW3, '

2. BUREM
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HAEROKBBFERNOb &, BEIEER & FRBOHL, BHIZBNTIE TARSKH
[ TOEMBEREE S AT ARHIL, LR RELOBREE LTk, AHUAGE
S ORENO SRR TERT S E WSRO S, LN L2 BIBOBR, AR
WS NTN, BRAENO ERETRET S NMNIBAREEE. (AT Sfahk, &
J1- BB, LA b, SRR IR B, BUEESR ONEBLER. BERL TRY) REOER
BORBERRLI, o5 LMEXENOTELIE (AR THTEL b5bh, +
ODENWFERZEOMTVEs OfTs, (#Bt%) (conmune and brigade-run enler-
prises) . 2ED., ARNHMNFAL, #ELfTD #hEMRFE; (commune-run enter-
prises) . BIUARBEOFOEEREATAL, EEEFS TBREA%)  (brigade-run
enterprises) EMSRLEMHEREY 1 TORETH- . THLT, #HEEROEABE
YAFLOTT. BIMOMENRERETE S L O RELBEOBRIEN S N,

19784, dIBHEAKBAOBTIHH YD HAIOEBREED LHW EEBMAILL. B
LM (EAY b BR) TREOR%. TRIZRE. LEHH. GREMLDET0%1E
T2, SEEREIC A TR0 EEHMPTL, BAM, PREMTHoRIEERLTED, BEX
BROTELBEMFEELLTWEI EZRELTWS, £, PREMICILLEREN,. &
HOBBHAEBVESCBNIELBAL Z LEbBETRETHS S,

UL, BEOTELRESMLOFALL, BLOBROEEFREISHTIIHLD,
BRI, D0 EE. BRETOREICOAES X HE/LM LBz, Tk RN
CHEET B C ERATHTH o, L, MREENHERERRIObE . DELRMO
WEVEL<. BASBESN-RECHEINDR Y, BENENGOERE, BRI BT
fnXBEET, BTHRMMOHEEENSRERICEBANS >/, TO X, PREHI
AT/ LR S ERERORERNEFREBELT, 2E R AE LB TR LOESR
EHEI LIl HBIZK o TR > TEREEVSFICRIFEBIZE S/,

FREFREHAOBITSBMBI N EIc kD, FHOMH TRERELAE<ERTS T
EiZhd, FOERMABRNAD. 197%EI T ez ITVE s OREOOHDEH ]
WEBDAENTWASR, EAEUTOEEDTH S,

TVE s REQOEELEI, BEEEOLEIIHZH,. EROEFREICERL, Kbk
RIBELEL, HEERETHIEHEETHS, BTOBREABELLRRELHRE
THBENIRE LOFEHIEN, TVE s DEMITH-> T MIRE, BsHcans
ERIE L. B, ROFERYRIRRL TFELTIRAZS 2V, BRIMERSNDNFHTELT
RO 6 DOMIN B~ DRRETEBEL W, £, BED. HIUREROM
T. FNRROBERER, HE, BFL BE 8RO4LE, BBEOER, QLRERDKE
HOME, FREY, BEMORM. R, X OmE ANEY. BARE. OR%N
RERTES @RGIE. NRE HEE, ROBEELET—Y 2%, OKEEEOTH
FRENCES <, M. FEAOME @M ERS. SEERL. OARES.
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2O LTUHEAE, HFMER SO DROMAEIRE, XEXTRIFAOMEHAEGE
S0, BTERMEBPLIZKECTHRELE, B2, BEHFEX¥ (state-owned enterprises :
SOE s) AR IHEREEHORICEs N TEEORENRSENRERINT. DEXED
LT, B L 5 BBRMAGHELTWARNT, BHOEORETHREIAE,o
Fro FHGAMEDR EA SRS LEEREOHEREDERICHE L EERELD TR A TH
HR\OH LT, BELRCHTSMENRT Iy —E LT, WREOBKEHD> —H. KR
B A AT B85, SRR T 5 T & L TRANROBE 2T T 500 b8
bhz, T5UT. SHhEEEEO%E O RIFAEASTABREND XS0k,
EROBRABEAERT S0 1980ERNEICE. RiE. R, HEBIICIET 55
MREICEREN, 5%, BECOLWTONEBREI NS, ZOE HHIZBETS
ALE, AT UICABHARATS I LBAL SN TR, MMEHARBELT.
THICRET D &M N, BHOGREMICEO T, RET, MYRPEREEE
LT -BREEmAHR: (Rural Creditl Cooperative : RCC) MR ARBETLH
B LEmE N,

54z, 19844E 3 AiCRIEESPICEME N, [HSEsRARICET 2 EE) KBn T,
BELEIERBFCROTEER LI Y —THD T EHNEREAN, FRUERASERITH
BINTEETAITHBEINSE, £, BARE, BIUBRBREORELSEN. »HD
EEALMELTRDSND LS AT, |

CNBLE. BHEA R EMERFST TR, TOMOEVREOHMATLRET S I
2725, LvL. 1993, 190EQRRK 7 — ACERTHN T, 19707 27 B -
SREREST, BECEOMANED D L. F-ETLEOMBIEI TR, B
BAEBELETETED, HREMCEIRERMBE X8R Aok, 3510, LEH
BOTHEHEF LTI TORRIZEL, [TBH 5 OB & EEDOBIEEHERT DHENS,
BEREESDE DRIV TORENKL < o2 & bAROmKICHEEMNIZ, 25
LEtSREANEAT B0 T, FRERFXI9THEIZRO IBEeEE) 20K, T
BHFAENIT 07 & RIVHEAOARER S 2. |

. BRIRLEOATZAL

TEOBAORIIONMI L TEAEEMNFRELZDDON, THLILEEDIETHRL,
FEOEMN TEERWARDZ AT ZZAIZE > TERENZDOM, £, HERELTHINRE
W, A TR R AR BT SN0 TIRRNWE WS HETH S, BFEITEHM
TERBOFIREA-EDE. (FhENOTHICRUTEA LS ERITHOIRLY (hIEET
MEMEE ) 0D, BBOFHIUSCLEhAREDORBRETORRBERETS, Wbl
Lyt7z- O TH- 7, FE, BELEORBERIZIEMRIISWTIEZTERY
A7HD, MEEELZ TOD0FFIL AEREVW-STHBEETHAWIEHBEL-, £&



7 Migkpgrfe 2RIE] SMERIZHEELWRH TH H 12,

AL, BRBAS L THBEAMEMBEENT 0I5, EMRERHEEOBLEN S
[FAAOHINEE F2DI2 S, BHRICBOTILEL THRINA TELEANZXLELT
RADRBLBETHD. PEBEAOIIES KEEOM T, MH TELORRMITED
Co THBMIER ETL o2 TOREIT &/ 2O, 19884ERE, Ak TASAmTE) |
[epE AR RF ) R EDR L TOArthur LewisTFNOEHE LTO TEASIER 2 #MH
EFNG . HBDWE (RO 28MMETIN) 20<3b0THD, COETNIOHFE. P
EOBERLE. OHBRFBEHED S E T, MM S KBIT~OBEE S 5 EB 830
feby, EWSTEROESERAMO T TORMERMLEEE, OBENEBERERD, ¥
BEEMAT E L2 Snk D, BEEREBIEELL. BHOZINASEE RSN
SERNHE, QBEBINSOERF WIS E, BILBNOBERE. BRFHEZED
P, B RER. R Y- AWM SR ERMOMENRL ODRELZDO
THY., DE<OBEE, NEMEIRENSTUMEHORR, REEFITLTEY, 1274
TN I —ORAEEH EIEDRZL TS, LI bOTHS, WP, BIERICH
TEBROENEEZM LTS FEHEORIE. SENRERETE 0, MUEAE L /NR
MAPKET D LREORR. 6P BEEET £ e ¢ 5 BN —BHEO 2 AT T
WORE, BETBRAR, T0Ok, LewisEFINOEIMEESD THREOM TR, i
18 TR EPTRHRA OERNAEBM E VS BREFOK EREMBORHT, BEAEORE
FERBIEELTEDLIRADD, EVOBREEZHMYTLRLNFHENTNS,

AR TREOMREELTARERL TR Anold, 19T9EICHIEEFERTAKLE BT
TENOI D, BHSFIC L AEEHERLHNERL, JYERICREL TO, il
HIL AR TSR S B O B R, EBFIOE U B aaE RO BRATRE - L HE
THb, 51T, BHSHERBES S 5RO S B EH LT K E B2 LR, &5
RO, IHBRERETE LRERITHT B 2t 70 TAMAL, BEERICHMD 2 HIR
BANIAEIES N, BEAREREAL, AL -, BROFEOBINE. HEE
BEOMAE S5 L. BLERMETOIIBECEORBREOEMERT . HEELHY
K&, BHOKRORMEIETH S BNER AL R TBEAROEABROKR &2
(R B8 .,

HEFEOLK

BEAEEOHEEK —p ﬂaﬁ%rro)fﬁ)m< R 48 0> B

RO B I= R DR <
4 R RS {itRG O SN

M. BHAMBATEEAN XA
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PFETIFIIEWTIE, BEBMOEEELFICED, BRLEEBMELL. TOE.
PWEAREARMOZTME L TOREAERS 2 &I, T5 LE2RNRRROb & T,
HHMHETNTNOYMEHTRE NS, HEOBN TRENERTD LI 3. RE
OTOEARATO 3 DICHEET R ENTES,

1) BEAFEOREMEE (agricultural production ‘breakthrough® ) .
SROE ST, TARAEE ORRITINC, MR A RO A PE A B B > 4 FE M %
e, TERMOBRBRELAS H5 0SB TROMEIRES b 5 RIEHR
DANZZNERT B EWS BEMBREN:, EEAZRELOMIIT R SE21F,
FARRBORE EOS EIERMERDALNS 6, BMOIERITETI. 4% 8L
(1HE6F7 b2 (195248) -3 b2 (19784F) ) . FHMAEREMBETEL 5% LR LA
(1322 k> (19524F) —252T > (19784) ) . THLT. ILEREHROBHIIR E T
3. BEHMD S ORBENRELEORAMRICTT, & L THEERERAMOAE S
AL, BIEHPOMEKENLAEBERE ST ESRANZZLHRE N, L
REHHOMER B TARMEORREDEN AT TH oI &b, KA TH
ATLELTEMBALEETZERODEDTH 1, |
19784 KT, hIESBE A RN RS R R~ DR T IZ R A G 0 . R 3 s
ENERAFREEHTAVHAGRINIOELFTLUT, LEAZICH L TR 1 Hs
ffHan, BEECRAORAIE> TREREZETTEENSZ 5N, & 5121984
FIZARDNHAREEINS &, HBEEOAROBEARLBE N, REAEHNT, HO
FREENSHTTBIEICLD, —BA 2 b T4 IHEAGNARE. SEEEICEE
B> THRUZ EARRRS SNk, B, HOFEEEIZLS. BELSORETEAD
AARMRL EOARLAMBEIN, TO—H, LEEXCIMDEHR. FS. T=#%
W) SIFEND, EMBOME, BiE BEERRNTITORE T & 2T 5 HROEFH B
ENt, FOER BERERAMOEENMLAL, EBESEEIIMTEA T4
VEEDEIEEOHRIRELEDN, BROFEIEECBNL, Wl HEORAES
75 Uiz, M. MEROFGMCLLME, CEREQMAYRIMERM, 3L e
IMOREE RS TREE Loz, FER, HBAENFALHE L TOREc A, B
EROWHEMNEFERVWEE, TOMRBAFRRL TV, B - 70, B88mT
72 E ORI RIS RIRE BT,
ZDOEIRZETIHO, BYEOBRIZH» TREMA SO, L (Shanghai) 3.
L&Y (province of Jiangsu) MBFOERIM (Suzhow) . S (Wuxi) ., BIULEMN
(Changzhow) HES FOBM THS, ThoMBOBEL WRES, 19866 (HHTT
V1 (Sunan model) L&Y TENAITOEEEHMLEOEEARLLEE, BEE
(Feixiaolong) KTH5, BINEEUDHETSH, MEOBEITEL s, BEHLE



BRSO ERBEOEREBETROIIKRET 5,

ORI EA SN BERMITOEEMOR S, LRIMTOERN s EROZ
KRR L~ OUER A, 2 ERIBIREIIFBEORE. @ TARN OMOE
FEEREL, EHAEHOBES LN FEALEH, OHEEBOKMEFOL & T
HERENTE AR ORE. @HRZHFETAKREETH DN TO, B, KOTECY
RPRILTEREDEE, WAOKBOWMGA S TORY, HIz@IZELTIE, (&N
#f1 (Hoa xi village) (L#¥ (province of Jiangsw) ) IZASNBLHIZ, FUF
MNEAMBFEBOLEICRDML ., OREMZAMRL T, FHTEHEZ LT TWS, SO
FHELT, I@kt] (Nanjie village) (A% (province of Henan) ) . [KED
fE#t)  (Daqiuzhuang villagey CRiftdi (Tienjin City) #85h) REDRENH D, b
ThoREBMNOZMATROMAKENTVIEE L THON TS,

2y NOEMCHEE T2 70T Etmy 1 TOBELE

T ADEEREDD TR . TOMO BRI bEENT, BREECORKEL
TOTRERDEEREDD TRETH 5L 5 LEIT BT, TR HER TA TR
EBERMDSMBTESRIAE <, BHHCEORBIZIRANS >/, 25U
R TIL, ARSR PR & A b 7 A B R L & LTINS S0 0D %
JREV—FTLTEI2A4D, TOMRBMAUNLE (province of Zhejiang) MEBOBMT
(Wenzhou cily) BHEFOBATHD. HEMETIN &LT. MENMNSEHZBE
Tws, TOHBE. COMREILEORATESELVWERDO-DTHY, WEOEMES
EENTOANSEIZOAND ST, BHEIREL., S0ERROERSBHIZE- M
5TH 5.

EMOBMIEI BOTE, TS (64) OBICHBERIIOSR. MBELOHE
HERTEDNS) . THIL (h4) TREZOFETLERETS) LS LI3BTVE
AMARTEBD, ERIZBWTPRENCHBRVBEOATE 2R TA SIdTE
F ENERAOEREICHDENS <. IBMERITIIERERE L T B BANBET
BEDMMU 7. PERELBEIE L, S eI B a B, KHPTH - REHE
R TARNH HIECELHB<EH LD oBTH-F-EEbhas, +ih - A
ORENRODICHMAE L, EHB LT < BEZRINZ > TEEOBEE S S LENS
ThHa, TAOEMNEREEBO TS T5BFEEHERER 208 LB LD
HIOHMROBEGLETH >/, TOR, LHERERA S B LWLFE > 322817
RBA. FNTHEBOBREORNTRHSELHVRENS, BFEHMOMERT10,
T TEICRETHEIM TS, ELHBEEITH <AL bRA M-I

W - MHEROS T, BEEERARTHNERL ., BRESIES. BROFE
KENHET DL DD E, ARMECEEREAMR L & i HEREEA L .
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o, EALELIESAELAVWEIABTES. HHANVERUEE, PAEEE HRET
b, EAEMEORLSEBL T, KK, EAEOMMIIHT 2REIES AL, 5Lk
EORAT v A AZRBICHALES E L0, BNHBBEOBRTH . HHEROEAR
i, BT, EESTEENAZER, E5ICKA, BRSNS O ASSHEE#IIN
ALTEENEE L AFORL, B & URMO Q%S D HITO LM SRS S O
BB EEMAT, AEERE Lz, BHBOTETRSINZEENERM L TREA, /N
MRERE LD, REARSEEANTHHICHET AL, BLETHET o HIE
BORASTHIEL, SESEAXy MT—22FH L. M 4EWRIE TR # R 7, 90
ERIZA D, SABREEN -BIATS L, HORTIAF—. AR SHATETOL
EHIERIZIE- T,

COMBTORBOERE LT, QAN - HHEERANS <. BIECHET 5 EM
Hio. Ol SMOLEHOR Y h T2 OBR. OROTEHEENMRETHBDITHL
T. B%. BLUBERLOLEARENE LELR, QIBED=— LTk L AT,
Bt g AOBR, HiC, EERE. HANIEE, HESEIIHALALE AN
B, [LAH - MBI ORE, REITES, O, HYBicks, BAREOHTE
FORMMITIE, 1512, FEY D EE SN TOWRLERIIC, %, HEOERH
PEROAHEELID, EOTEHFROBIE & O s,

TOHRTIE. TRGREICBLTIEEO AR NS LICEEEET 5 TRBMNE= 12
Moo, Bk, 1% - REORBIEL, REFEBANTNS OHFICEREND T
EWTED. BEOSER LICERU . MABRIGOREL S0, BRMTEE oM
FERET ALK KRB BERENMERTEEOZAY. £ ABOARRLET
BOERKESATEBENES Y, HORI LRI AT AREDE<HEN, T0LD
LT, %, tHoaBefiaNERLE,

3) AEEBROEHRE

IRIRAE. HEEEH, HRICBWTEIL, #BANZROBEEZHL TWEIENATT L
B, L - ADERIZES, BEOREBERFCBEENT WA, ULhd, HkIRE
ObE, FWAERIHREL., BWIEIFOREICHEAMNA ST, HBREFTEL
THHL T, BRERIZSVNTLERNHOEFBROFZAEN S OREICKTFTS
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2. BHECECLSRENERUOKS

1986 1988

[.084.34 2 178. 90
5.0 TT.43
612  [1.54
795 1135
5213 89.57
2. 56 4,04
0.00 0.7l
0. 00 5. 81
5. 44 9.7
127.55  216. 15
0. 00 7.99
3. 21 9.7
66.85 178,51
0 16.82

0 125
14.64  34.32
61.95 14117
146.65  400.34
319. 11 54196
37 85.48
23.02  59.36
120.02 234, 89
499.15 92189
198.53 38648
2402 56.15
65.24 14105
16.54 43,31
6.66 1353
310.99 640,52
632.29 1. 262 30
7.88  17.39
118. 4 233
32,2 83. 3
0. 38 0.31
0 L. 51
23125 459.3
59.81 119,35
29.96  62.22
25,34 46.58
20.99  40.53
M7 9373
7 LT
4l 2422
33.5  69.69
79.97 . 125.26
1, 796. 60 3. 566. 46

Gy, )
1990 1995 1996 1997 1998
2.916.32 19.961. 79 20, 715.80 20, 805. 20 20, 497. 45
123.55  540.59  645.37 65468  §66. 05
1746 159.96 19217 7215 185.49
2504 230.04  249.81 26457 30179
124,89 1,027.43 1.093.88 1. 051.88 1.069. 88
5. 92
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Development of Rural Industry
during Industrialization and Modernization in Viet Nam

Nguyen Dinh Phan
Nguyen Van Phuc

Hanoi National Economics University
1. Nature and actual status of Viet Nam rural industry

(1) Nature and role of rural industry
In the world of scientists and managers, there are different opinions about the concept and existence
of ru.rai in'dus_try (RI). There exist S different ways of underétanding of RI:
- Rl is small artisanal indusiry in countryside distributed in craft/ trade villages.
- Rlis industry in rural area, regardless of its scale and quﬁ'lification.
-  Rlis indu.Stry sérvin.g the countryside, whether in urban or rural areas.
- Rlis anindustrial paﬁ located in rural areas and associated tightly with agriculture and countryside.
It does not include big enterprises serving .thc whole country and less associated with agriculture
and countryside. For exa.mple, exploitation enterprises, cement enterprises, military enterprises.
- Rlis invested by farmers.
These concepts have common pbints as follows:
+ - Not referred to scale in RI concept. Although at the present, RI in Viet Nam mainly includes
small —and-médium—sizcd artisanal industry (SAI). In the future, RI may include large enterprises.
*  RI shall be associated with agriculfure and countryside in terms of distribution market, raw
materials and labor.
. | Rl is a dynamic concept.
in our opinion, Rl is a part of the whole country's industry; distributed in countryside and has a tight
relationship with socio-economic development in rural areas, including production and business activities
of economic famity-households, businesses of various economic entities, whose production and business
operatjons are carried out on a basis of exploiting local resources and serving local, national and
intematidnal markets.
Others are of thé opinion that, RI has not been shaped yet but only small artisanal industry in rural

~ areas. In our opinion, RI has been shaped over some decades and it is truly an economic entity, that plays

an jncreasingly important role in rural areas.
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Because:

The key form of RI in Viet Nam at the present is small artisanal industry, an initial form of
industrial development, that has existed and developed for many years.

Rlis a large and independent force in the countryside, beside labor and business entities there
exists also a large workforce specialized in handicraft and industry in rural areas. RI has created a

not small quantity of products for the society, including capital goods and consumer goods to serve

production, life and export.

RI exists in a subjective manner, for the following reasons:

Law on social labor division takes place in the orientation that industry is splitted from agriculture
to become an independent sector, at the same time industry, in its turn, returns to combine with
agriculture at a new higher level; a part of rural labor is shifted to work in the area of industry and
service. The more the industry develops to a higher level, the more the demand for combination is
urgent.

Development of Rl in rural areas is also started from a high pressure, that is to settle employment
in countryside, a place where land is narrow with a high density of population and labor is in a
severe redundancy. According to statistic daia, labor redundancy and unemployment in countryside
across the country in 1998 numbered about 7.11 million persons, accounting for 25.3% of total
persons needed for employment in rural areas.

Development of RI is due to emergency demand from the very development of agriculture and
rural areas. For recent years of renovation, Viet Nam agriculture has developed in the direction of
commercial production and diversification. This requires industry for producing capital goods serving
agriculture such as fertilizers, insecticides and working tools... At the same time, agriculture also
requires the strong development of industry of preservation and processing of fishery, agro-forestry
products with a view to raising productivity, improving value of agricultural products and minimizing
losses and damages during farm-product harvest and preservation. Thanks to RI, farm-products

value over an unit of cropping area has been considerably increased in recent years.

Our country is going upwards from an agricultural country, so RI and its development play a cruciai

role during industrialization and modernization of the whole country in general and the countryside in

particular. This is reflected in two aspects:

RI development will create more jobs and increase income for rural population. In average, a
trade/craft-specific establishment/facility creates stable jobs for 27 laborers, a craft household for 4
- 6 laborers. Besides the number of regular employees, craft households and businesses still involve
more idle laborers: 2-5 persons per household and 8-10 persons per facility, particularly trades of
textile, embroidery, bamboo-, rattan-wickerworks, a facility can involve 200 - 300 employees. Income

from RI usually can be 2 -3 times as much as compared to pure agriculture, it numbers 70% for



farmer-households doing more than one trade/ profession.

- Rl development creates a not small quantity of goods to meet demands of production, life and
export. In many provinces, RI accounts for nearly 70% of gross value of local (provincial) industries
and generates a lot of products such as processed agricultural products, handicraft articles, building
materials to serve production and life at localities and many products that have been exported
(handicraft commodities, bamboo-rattan wickerworks).

- Rldevelopment contributes to convert economic structure in rural areas. Through development
of industry for agricultural, forestry and fishery products processing, industry of producing capital
goods for serving agriculture and development of other industries, small artisanal industry that
involve many laborers and create more jobs, RI has contributed to convert economic structure in
rural areas in the direction: developing commercial agriculture with high economic efficiency,
increasing proportion of industry and service in rural areas, converting labor from agricultural
production with low income into development of industry with high income. Development of industry
of processing longan, litchi, garlic, capsicum... even although at rough processing level (drying...),
but it has an obvious irnpact on economic structure conversion in a number of rural areas.

Role of RI is of historical and stage nature. When the economy in general and urban economy in
particular, develop at a low level, RI plays an important role, contributing actively to socio-economic
development and structural conversion of rural economy. However, when the economy in general and
urban economy in particular have reached a high development 'levcl, RI importance will decline, many
preducts and a number of trades/ professions will give up their place and will be substituted by urban
industry, such as ordinary textile, metallurgy, mechanicat engineering... However, rural industry stili
necessarily exist and there are many products that cannot be substituted by urban industry such as artisanat

(wooden craftworks, wickerworks, embroidery, porcelain, pottery handicrafts).

(2) Actual status of development of RI in the past years
2.1 Situation of development of RI in the past years
From 1990 up to now, Viet Nam RI has seen a considerable development but uneven and unstable.
It has been present in almést all fields, with various products and has contributed actively in socio-
economic development of rural areas in particular and all the economy in general.
a- Scale and dynamics of development of RI
From {990 up to now, RI has seen two periods of development in two different directions: In
19903-1993 period, RI has considerably declined. Workforce in RI in mid- {993 remained only about
70% as compared to 1990. In the same period, total output value has been reduced by about 80%.
From the midst of 1993, RI resumed its development. Basically, up to 1995, RI has been restored to

be equal to its level in 1990. However, its structure has been significantly changed: Most products
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produced previously in the centrally subsidized mechanism (for instance, export contracts on a
basis of agreements between Vietnamese Government with other countries’ governments, contracts
for exporting many handicraft articles,...) have sharply declined, not able to be restored or restored
insignificantly. On the contrast, many new commodities, designed and produced/ commercialized
on a basis of market economy, had been developed rather strongly. Particularly, rapid development
could be acknowledged in the industries whose products in a large demand from domestic market,
associated with restoration of the economy particularly rural economy, for instance, ordinary
construction materials, metal products (particularly in construction), garment, processed food, ...
From 1995 to 1998, RI has seen a growth both in number of facilities, employees and results of

production and business operations. According to survey data in a number of provinces, growth

rates are illustrated in table 1.

Table 1: Growth rate of rural industries in some provinces* (%)

No Provinces Units Labour Qutput value Annual average
1 | Phi Tho 139 304 40.1 8.02
2 | Hoa Binh 27.0 7.5 31.7 6.34
3 | HaTay 11.6 - 6.0 842 16.84
4 | Théi Binh 5.6 22.0 61.1 12.22
5 1 Hai Duong 1.4 -4.1 27.6 3.52
6 | Da Nang** -8.6 -1.2 38.1 12.7
7 | Daklak B3.1 40.0 46.6 9.32
8§ | GiaLai - 56.1 784.3 156.86
9 | Kién Giang 4.8*

10 [ Tay Ninh 234.7 172.0 964.4 192.88
11 | Pd ng Thip 294 12.5 4.1
12 | Ci Mau** -6.1 28.1 46.2 9.24

*During only 1997- 1998; ** During 1996- 1998

Source: Report on the survey of rural industries in provinces, 1999
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Data in table 1 show that: Except for provinces in Red River delta, at localities where RI has
reached a rather good {evel and scale of development sine 3 years, growth rate has declined, even
sharply declined in some provinces. Meanwhile, in provinces where RI has not developed yet (Gia
Lai, Daklak, Tay Ninh) the growth rate has been very high. This indicates that RI is serving mainly
local market and there is a spreading from provinces whose RI is developed to provinces whose RI
is less developed. It is just this spreading that causes the competition between RI facilities to become
more rigorous. Meanwhile productivity, quality, particularly the change of design patterns of products
in the "source" facilities is not faster as compared to newly founded facilities and villages, while
just the transferrers of trades/jobs face more difficulties, even decline. This phenomena has been
also recorded in a pumber of traditional artisanal villages such as La Xuyen (Nam Diﬁh), Huong

Canh (Vinh Phu), Bat Trang (Hanoi).



Started from awareness of RI advantages in proportion of investment to each facility that is far
much lower as compared to big enterprises, most provinces give prior concern to import non-
agricultural trades/professions into their local arcas to eradicate "trade-white” villages and communes.
Many provinces have regarded this as a priority policy to develop RI in particular and
industrialization/modernization of agriculture and countryside in general. Provinces in Red River
delta are subject to high pressure in terms of labor and employment, as they have traditional artisanal
villages, give a particular concern to this policy. It took a couple of years for Thdi Binh province to
eradicate this sifuation. Nam Dinh, Ha T4y and Hai Duong are also provinces that obtained good
results in this orientation.

Comparison of growth-rates of 3 indexes in terms of output value, number of employees and
number of businesses in different provinces has not shown any obvious and common interaction:
while in a number of provinces, all 3 indexes are increased together, in other provinces, there is one
that declines while others increase. Relation of direct proportion between growth rates of indexes
have not been seen as well. This seems as a contradiction with common logic in interactive
relationship between number of employees input with production value output and number of
production facilities. This contradiction can be only explained by the restructuring of IR products:
Due to change of demand, proportion of product output of low value declines, while percentage of
products of high value increases. This is also in line with the trend seen in processing industry in
rural areas: many agricultural products have been processed with an increasingly higher level.

Another noteworthy point is: in 1997 - 1998, economic crisis happened in South-East Asia.
According to common logic, it has to influence our country’s economy, of which there is RI, with a
certain "delay”. However, according to reports of provincial departments of industry in surveyed
provinces, this phenomena of decline has not been noted largely in RI of these provinces. In provinces
where RI is assessed as declined, output value and product output did not decline or there was only
some changes of structure between products and trades.

This is explained because RI only serves basically domestic demand, firstly local demand, but it
is associated with really stable and thoroughly investigated demand. Association between RI and
urban industry, partiéularly under the form of processing association, is not common and popular.
It is just this absence of association between RI and urban industry, that causes RI to face a danger:
many R1 products inherently distributed at local market are now substituted by urban industry's
products. Typical cases include sweet, cakes, processed products. Economic globalization will make
this effect more heavier and stronger.

Comparison of absolute value of said provinces can give a rather big difference between IRs in
various provinces. Generally, provinces with high value of IR are those who have small artisanal

industries developed for many years. Convenient infrastructure is regarded as a condition urging

431



forward IR to develop more stronger (but currently, no data have been collected to reflect their
interaction relationship). Provinces in delta region generally reach product vatue of IR far much
higher as compared to those in hilly and mountainous region. Value of RI in Red River delta provinces

is also higher as compared to other provinces as shown in table 2.

Table 2: Output value of rural industries in provinces {Million VND)

No Provinces 1996 1997 1998
1 | Phd Tho 166,426 186,835 214,478
2 | Hoa Binh 55,520 65,319 68,025
3 | HaTay 973,500 1,030,400 1,098,300
4 | Thai Binh 116,993 110,356 992,116
5 | Hai Duong 439,586 510,302 560,800
6 | DaNang 370,937 425,877 512,330
7 | Daklak 397,995 445,355 514,000
8 |GiaLai 182,501 200768
9 | Tay Ninh 324,062 318,346 298,668
10 | D& ng Thap 483,554 550,080 542,114
11 | CaMau 352363 393,045 515,000

Source: Report on the survey of rural industries in provinces, 1999
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Tabtle 2 also shows that in 3 years 1996-1998, R is not developed evenly in all provinces. Province
that has the largest RI output is Ha Tay. In 1998, output value of Rl in this province is 16 times as
much as compared to Hoa Binh province (that has lowest output vaiue of RI), nearly 2 times as
compatred to Hai Duong province (that has output vatue of RI ranked second after Ha Ty in surveyed
provinces).

In some provinces, RI has seen not only no increase but decline both in results of production and
business operations and the number of employees involved. Tﬁy. Ninh is a typical example. Output
value of IR from this province declined in 3 consecutive years. Number of employees involved in
this field also declined. The key reason for this situation is the conversion of economic s.tructure in
the orientation of expanding service area. Proportion of service industry has been continuously
increased from 1995 until now and it has occupied the second position, 1.69 times as much as
compared to proportion of industry in GDP of the whole province in 1997,

In economic structure of surveyed provinces, RI has only a very moderate position. Production
value generated by RI accounts for only ........ % in industrial product value of the whole province.
In GDP of provinces, this proportion is much more smaller. In most localitics; it has not escaped
from the position as "an ancillary industry” associated tightly with égriculture. Just in traditional-
trade villages, where R generates over 50% of income for the community, agriculture is still regarded

as "foundation" and RI as "ancillary trade/ profession” which produces so much whatsoever, is

- regarded as full of hazard.

Not only small from overall aspect, but also even each production facility/ establishment belonging



to RI and private business, joint-stock company, company with limited liabilities in rural areas also
have a small size. According to estimation of State-management officials in many surveyed provinces,
over 80% of workforce belonging to Rl is operating in production facilities of family-size. With
businesses of various kinds (private business, company with limited liabilities, cooperative), number
of employees working on regular and stable basis is limited under 100 persons.

Size of average capital of these businesses in provinces surveyed in 1999, fluctuates between
VND 60 million to 90 million. I compared to cost of equipment and technology in current market,
level of social investment to RI (see table 2) is enough only for rehabilitation of buildings/ shops or
procurement of some additional equipment locally manufactured of low or average technological
level. With such an investment from provinces, it is able to secure investment to some enterprises
and not quite enough for investment to many enterprises with modern equipment, not to mention
automatic equipment capable to manufacture products with high precision and homogeneity, enabling

to diversify products easily.

Table 3: Investment in rural industries in the surveyed provinces during 1998 (million VND)

Provinces Invesiment capital Invested units Investment capital/unit
1 | Phii Tho 35,695 931 38.3
2 | Hoa Binh* 2,751 384 1.2
3 | HATéay 72,114 6.856 10.5
4 | Thidi Binh 25,580 47 3443
5 | Hai Duong 35,378 2.586 13.7
6 | Dd Ning 13,843 109 127
7 | Daklak** 39,481 2310 25.7
8 | GialLai 43,452
9 | Ty Nioh 100,345 5214 19.2
10 | Do ng Thip 6,293 149 422
11 | Ca Mau 83,073 3.067 27.1
Source: Reports by Provincial Deparimenis of Industry, 1999
* The first half of 1998
** Far 1997

Data in this table also indicate that investment level to facilities at localities differs very much
from each other. While output value of RI in Red River delta is higher as compared to other provinces,
the investment rate for facilities in this area is lower. This trend enables us to forecast that in some
time to come, cutput value of RI in other provinces is likely to catch up Red River delta. Moreover,
it can be expected that with such investment, technical and technological qualification of Red River

delta will be improved more slowly than other provinces.

b-  Structure of trade/industry and products

Acéording to reports from provinces, in trade/industry and product structure of RI, the industry

which accounts for the highest proportion is food processing industry. This percentage reaches the
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highest fevet in TAy Ninh province with more than 77%, Ca Mau with 70% RI output valuc generated
by the food industry and the lowest is in Thai Binh with proportion of 18.8%, Daklak 26.5% (in
1998) respectively.

It is noteworthy that in reports from most provinces, the food industry has been increased in 3
consecutive years 1996 - 1998. However, if looking thoroughly at the situation of this industry, we
can infer that it has been developed mainly in an extensive way and almost no change has been
made in terms of quality. Its products in this period remained to have no significant change and it
was only service of grinding and rough processing of farm products, producing sweet and cakes of
low quality and distributed maialy on local markets. In organizational respect, major kind applied
in this industry is production from households with basically manual equipment.

One of the factors influencing strongly on the change of industry/ trade and products of R1 is the
change of tradition and habits of consumption and income of the community. In the past years,
average income per capita in countryside has increased, nature of commercial production of
agriculture has been raised. Therefore, rural communities have the trend to increasingly use processed
products and goods of high quality and higher cost as well.

Deliberation of rural consumers has been more balanced between price and quality. Proportion
of goods at average and high price has been slightly increased.

Two other industries which have rather important positions in RI are production of building
materials and small mechanical engineering industry (particularly mechanical service of repair). In
9 surveyed provinces taken as a whole proportion of mechanical engineering in total o.'utputl value
of RI in 1998 is 13.38% and of producéd building materials is 15.99% respectively. Looking at
structure of industry/ product of each province, except for provinces in Red River delta and Dong
Thap, where produced building materials accounts for a large percentage, in other provinces small
mechanical engineering industry occupies a percentage many times larger as compared to construction
materials industry. This reflects partly the actual structure of products of these industries: ﬁ:;st and
foremost the materials producing industry gives only ordinary materials: (bricks, tiles, lime, sand,
pebbles, stones, construction porcelain, ordinary enameled tiles with low quality,...) serving
construction works of local communities. In delta provinces, where the population is dense with a
large demand for construction and average income capita is not as high as in urban areas, the said
products are in large demand and high consumption (4). On the contrast, in other places, demand
for metal products (including farming tools, metal goods (ironmongery) for construction...) and
mechanical service (especially repair services) is in large demand and has conditions for stronger

development.

Industries yet having small size and proportion, but exist in most provinces are textile and garment,

leather-shoes, handicraft,



C_

Development of each specified industry or trade takes place in different ways.

In 1998, proportion of textile and garment industry in total RT output value reaches its highest
peak in Phu Tho (15.65%), Daklak (13.8%), Ha Tdy (13.0%).

Noteworthy are 2 two provinces whose textile and garment industry used to play an important
role with a rather high percentage (15-20% of gross RI product), namely Hai Duong and Dd Nang,
this proportion declined sharply (down to 6.2% in Hai Duong and nearly 6% in D4 Nang). The
reason for the sharp decline of this industry in said provinces is due to the loss of link between Rl in
these provinces with production and commerce facilities of the same industry in urban area (that
used to be maintained under the form of processing relationship, including processing relationship
which foreign countries). Just in Ha Tay, before 19935, percentage of textile-garment industry atways
numbered 15-20% of RI gross product value due to maintaining processing relationship with many
facilities in Hanoi (among them, Hoa Xa textile village is a typical example). Currently, these
relationships are lost, and product value of this industry declines accordingly, that causes their
percentage to decline respectively.

From above-menticned analysis on industry structure and product structure of Rl in surveyed
localities, we can draw some remarks as follows: 7
- First and foremost, RI has a change in structure of industries/ trades and products in the

orientation of association with market and subject to the market adjustment. The reason is that,
production units of RI really operate as per market mechanism. However, changes in industry/
trade structure of RI are not yet basic changes. These are changes in terms of quantity of an
industrial entity, that are mainly targeted at product manufacture as on-the-spot service for local
demand.

- Inthe past years, advantages in terms of on-site resources and natural resources has declined
in respect of their role in IR development. Such factors as tradition, production experiences,
workmanship have not maintained any longer their determining position for development of
each production facility, even of each area. Regarding this issue, relationship of traditional clients,
capacity of applying scientific technological advances, capacity of diversifying, renovating and
improving products to be in line with consumers’ requirements are of increasingly higher
impor_tance.

- Relationship of association between RI and urban industry influences strongly on capacity
and orientation of RI development.

Geographic distribution of RI

RI development takes place unevenly between regions in the country. Areas with strongest
development are delta areas and those previously existed rather strong development of artisanal

trade villages.
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Even in each province, development of each part is not similar to each other. Areas with pace and
level of high development usually are: i) areas with high density of population, ii) arcas having
convenient conditions of infrastructure (particularly road system), and iii) areas with non-agricultural
production tradition.

In RI development, handicraft-trade villages are playing an important role. The spread of these
trade villages has not taken place as expected both in size and rate. However, they remain as industrial
production centers in rural areas. Firstly, provinces in Northern delta, where exists a tradition for
artisanal production, have a largest scale of production among all surveyed provinces (table 2).
Secondly, even in Red River delta provinces, RI also reaches highest output value in districts or
parts where many traditional trade viltages exist. Comparizing ';ralues of industrial cutputs of various
districts in Thai Binh province, we found that areas with many traditional trade villages produce
more than two times as much as compared to areas without traditional trade villages (see table 4). A
similar result is obtained if analyzing data of Hai Duong and Ha Tay provinces. Also in areas with
such villages, exist most businesses (private business, company with limited liabilities and joint
stock company).

Another study on the trade producing consumers' goods made from rush plant in Kim Son district
(October 2000) also indicates that in villages where rush commodities are of traditional trade, even
in most severe years and months, income of craftsmen is always higher as compared to pure farming
laborer. On the other hand, it is just the rust-trade laborers who have found out how to improve
design learned patterns and learned models which are in line with requirements, with a view to
seeking and obtaining new markets for their own products.

These above remarks show that reality is on contrast to extreme conclusions that trade village,

due to the nature of its traditions and conservatism is hampering RI development in these localities.

Table 4: Qutput value of rural industies in Thai Binh by district (million VND)

No Districts 1995 1996 1997 1998

1 | Township 91479 115.413 139.650 142.100
2 | Vuthu 35.828 76.728 91.306 91.306
3 | Kién xuong 101.852 90.237 103.000 105.926
4 | Tién hii 76.316 89.028 95.076 98.492
5 | Dong hung 82.287 101.180 111.500 114.200
6 | Quy oh phu 48.230 69.955 64.500 71.754
7 | Hung ha 237.954 311.667 302.025 270.628
8 | Thii thuy 52.605 76.900 B2.745 §7.710

Total 746.551 931.108 989.802 992.116

Source: Report by the Department of Industry of Thai Binh, 1999
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d- Market of RI

Observations made in different localities in all North, Central and South regions, permit to identify
key channels and forms of product distribution of RI as follows:
~  Processing for businesses in urban areas (industrial production, import-export).

- Selling directly to suppliers/distributors {with various forms of payment such as down payment
in-cash, payment in advance or on credit, barter,...).
- Distributing directly on the market.

The two forms of processing for and selling to suppliers are recognized as common. This permit
to acknowledge the hypothesis that, labor division has really developed a step, commercial production
has been raised up to a higher level. From this, we can see that RI market has been expanded due to
having a link that assumes this work, and shared profits from production units.

RI products are mainly distributed in domestic market, of which most are distributed just at the
locality or adjacent areas.

A survey in Tu Liem district shows that over 2/3 artisanal households distribute their products
Jjust in district area, or bring their products to be sold in the city or adjacent districts in Ha Tay, Vinh
Phuc provinces. Most of products belonging to farm-products processing industry, building materials,
metal goods-mechanical products, earthenware, are of this kind. It is noteworthy that earthenware
(pottery, porcelain) of low quality that had been previously sold to underdeveloped areas of China
in a farge number (in the early years of nineties) are now absent in the border area. On the contrary,
while the trend of sewing clothes by oneself (for use by individual and family) in rural areas has
been substituted by the increasing trend of using ready-made clothes, on domestic market, products
of textile-garment industry are increasingly subject to competition by Chinese garment products.
Just in border area of Ha Giang province, price of a man's suit of China is only equal to 1/3 - 1/2 of
that of a suit of the same quality from Viet Nam. This has not only an adverse impact on production
of garment industry in urban areas but also in countryside. In the early years of 90's, Co Nhue
commune throve rapidly on goods processing to export to Korea and other countries. Currently,
due to competition, the garment trade there has declined by more than one half as compared to peak
point.

However, a lot of traditional artisanal products have been exported to other countries, particularly
developed industrial countries.

Wickerworks, rush commodities... that have sharply declined to an extent that over 50% of
production facilities had to be dissolved previously, have been restored, even resumed their strong
development. Their market from the situation that they were only distributed to East-Europe, has
been expanded to "hard-to-please” markets such as West-Europe. This indicates that RI products

are not unable 1o be exported to developed tndustrial nations but the key problem is whether these
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products could be recognized as appropriate and compliant with requirements of customers.

In the years the economy is converted into operating in market mechanism, this mechanism is not
only applied to products of output but also raw materials and services. Even labor market has been
shaped.

e- Technology

Technology of RI is generally assessed as at low-level, despite of some significant renovation in
recent years. Surveys carried out in selected areas show that technological renovation has major
characteristics as follows:

- Technology and techniques of RI production units are generally assessed as backward. Manual
techniques are applied commonly to RI. In Ha T4y, a province with largest product value of RI
among surveyed provinces, average capital for equipment per capita reached only VND 3.433
million in 1998 rather smaller as compared to other provinces.

Small mechanical repair industry as best equipped reaches only VND 5.745 million per capita.
According to assessment by industry-control authorities (Provincial Department of Industry),
technology in industry of small mechanical repair, building materials production, food processing
and bandicraft is at average level, but in other industries, it is backward as compared to the common
level in Viet Nam. Just in Daklak and Gia Lai provinces, where RI output value is not high and
workforce is not numerous, their capital for equipment is high. Average capital for equipment in RI

of surveyed provinces is collected by just provincial Departments of Industry of surveyed provinces.

Table 5: Capital per head in provinces {million VND)

No Provinces

1 | Phd Tho 5.440
2 | Ha Tay 3.445
3 | Thai Binh 1.395
4 | Hai Duong 7.520
5 | Da Nang 9.800
6 | Daklak 10.951
7 | Gialai 6.540
8 | Tdy Ninh 3.825
9 | Do ng Thip 6.387
10 | Ca Mau 7.458

* For food processing only

Source: Reports by Provincial Departments of Industry

Data in the above table also enable us to remark that level of capital exploitation and use by
various provinces are different from each other. [t is just in the places where equipment capital is
high, its exploitation and use is not as good as those with low equipment capital.

- Technological renovation takes place intensively firstly in industries whose products are in

large demand and common on the market, with high affordability. Spreading, development and
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rather high proportion of such industries as food processing, houschold furniture manufacture,

artisanal articles..., constitute typical example for this situation.

- Technological renovation often takes places in a focussing manner, particularly in services for
consumers' demand of taste nature. In wooden furniture manufacture, improvements and
innovations in recent years are implemented in processes of polishing, paint spray,... which are
processes recently concerned by consumers. These innovations are usually associated with product
renovation in line with modern trend of consumption.

- Technological renovation has been associated with production mechanization. Manual labor
as previously common has been substituted by usual machinery and equipment. In trade villages
of food processing, furniture manufacturing, many processes have been equipped with machines.
In Dong Ky village (Tien Son district, Bac Ninh province), most families have used machines of
small capacity in most processes ranging from timber splitting and sawing, up to product polishing.
Local paint and traditional lacquer used previously are also substituted by imported spray-paint,
not only to give a high glossiness but also using modern sprayer. Artisanal households
manufacturing stone-handicrafts in Non Nuoc (Da Nang province) and Ninh Binh province also
apply smail machines in stone splitting, surface-grinding, chiseling.

Through survey in these villages and households, proportion of "self-built” machines has declined,
and number of machine/ equipment bought from mechanical manufacturers has increased. However,
there have not any design and research establishment for these specific equipment to scrve RI
facilities. In witness, although mechanical enterprises supply equipment to RI facilities, but over
60% of cases are that they implement to users' orders, on a basis of what they have observed or
innovate just the equipment that are being used by these facilities. A small proportion (about 10%)
of households manufacturing stone handicrafts in Non Nuoc (Da Nang province) still informed
that equipment are manufactured as per sample or description given by themselves.

In trade villages of food processing (alcohol distillation, vermicelli, cake and processed food of
various sorts...), equipment and tools of production are all manufactured by the producers themiselves.

Surveys conducted in Ninh Binh, Dong Anh, Ha Tdy, Nam Dinh from June to October 2000
show that at this moment, machinery and equipment used in {R are mainly of origin as discarded
from big industrial enterprises in urban areas, another proportion is imported from China and finally,
the remainder is self-made machinery, equipment.

Data from surveyed provinces also show that basicaily, production facilities are very small in
size and their teéhnology is backward and old-fashioned. If compared with survey conducted in
1996 in a number of provinces, size of RI businesses has been considerably increased. However,
with average capital of each business as at the present, it is not enough for procurement of modern

equipment and performing the mechanization.
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Another important feature is that, while modernization of RI technology is generally conducted

with a slow pace, many areas of agricultural production associated with technology have been

applied much more with technological advances, particularly biological technology. Almost all

provinces in the delta region (Thdi Binh, Hai Duong, Hung Yen, Ha Tiy,...) has introduced many

new varieties into production and developed new production orientations (culture of mushrooms,

rearing animals of speciality,...). This can be implemented thanks to impacts from local industry

and service.

{-

Fund for RI

RI requires a large amount of business capital. This funding is usually required for resolving of

3 problems as follows:

New development of production facilities/units, particularly for business-owners who start
their business operations (new business thanks to learning job from other places, separating from
old facility to set up a new one, household separation, investment to a new locality,...).

Maintaining and expanding of existing production facilities, particularly in the case where the
facility has a good standing through some years, maintained and stabilized its marketplace, found
additional big and reliable clients,...

Building and upgrading/ modernization infrastructure in territorial area (rural area) to serve

the tasks of socio-economic development in the locality in general and RI development in the

locality in particular.

To meet these requirements, RI facilities have raised their fund mainly from the following sources:

Self-owned fund of householders, business owners. Generally, this sel_f—owned fund is still
limited because i) initiat accumulation of these business owners is smal! and has been invested
mostly into initial business operations ii) profits from business operations and accumulative part
for re-investment to production expansion are small (due to small business efficiency and scale),
and iii) in some cases for differcnt reasons, s0 they are really uneasy in mind to put more fund
into business and afraid of risks.

Fund borrowed from idle meney of the community through banking system. According to
survey conducted in 1998 by the Bank of Agriculture and Rural Development, about 10% of
households have average savings-deposit of VND 10 miltion per annum. Therefore, capacity of
involving fund from deposits at Bank for economic development of rural households is still
limited because low accumulative capital and population habits in rural areas afe unfavorabie
and banking service is not really gdod.

Fund from non-official financial market. According to survey results from the Ministry of
Agriculture and Rural Development in £997, only about 30% of facilities are allowed to borrow

capital from banks. This fund resource also meets only 30% demand of rural business households



for capital borrowings. Amount of non-official fund from private loans or other non-official

loans accounts for 20% of funding demands of businessmen in this sector.

- Fund from national assistance funds such as fund for poverty reduction, fund from non-
government organizations. This resource is not large in number but it has a good effect due to
rather easy conditions of loan, favorable for business and production facilitics in countryside.

- Fund allocated from the State budget at both local and central level, At the present, development
of agriculture and rural areas is a top-priority strategical task of the whole country, given incentives
in terms of fund. However, when the amount of fund allocated to localities, the part granted to RI
is insignificant.

- Fund from the community for RI. This is always an invested capital indirectly reserved to RI
under the form of community’s contribution for infrastructure building and development (roads,
power-supply system, socio-economic system of service...).

One of noteworthy problem jeopardizing the continued exploitation and mobilization from the
outside for RI is that the efficiency of using fund for Rl is rather low. Data collected from typical
survey show that proportion of profits over investment capitai in RI only reaches less than 4% per
annum in businesses, companies, cooperatives and less than 30% in individual business households,
far much lower as compared to facilities of the same kind of service in countryside.

g- Labor and training for the rural industry

The development of the rural industry (RI) has involved many laborers and created many jobs in
rural areas. The rural industry involves laborers of different ages for its production activities. The
development of traditional craft villages has created jobs not only for local people but also for ones
from other areas.

Along with specialization of commodities production as per traditional craft villages, RI's workers
are also specialized as per commodity or component/part of the product.

Laborers of rural industry have various skill levels. They mainly have been in the way of on-job
training, on-site training and handing down a trade. Theorical qualification of laborers staff in RI is
usually low. This factor hinders the innovation ability of the RI workers. The commercial and
managerial staff of the rural industry also have a lot of limitations. Most of business owners have
not been trained systematically in trading and business management. A major part of them are at
low education level. Their knowledge of international trade, laws, computer as well as foreign
languages are very limited, These limitations cause many difficulties for the production facilities in
the rural industry to access to the world market for expanding production activities. They also
suffer disadvantages in the transactions with clients from both inside and outside country.

The rural industry workers usually get income 2-3 times more than the pure agricultural laborers.
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h-

Production organization

The household production still is the main form of the production organization in the rural industry.
According to survey results from the selected areas, the household production represents about 90
percent of the rural industry laborers, generates more than 80 percent of product value. The
characteristic of these households is the combination of handicraft and agriculture production. So
far, the workers of rural industry are not completely separated from the agriculture production.
Households whose members do not take part in the agriculture, still keep cropping land and hire
laborers from other places for their farming works. In La Xuyen area, the apprentice workers help
the masters' families to harvest or come back home on leave during the harvest seasons, only then
continue their training.

Businesses of various kinds have been set up in rural area. Its activities partly contribute to the
development of rural industry.

The traditional craft vitlages are considered as an important factor for rural industry development.
These traditional craft villages play specific role in the development of the Red River delta.
Preliminary statistics show that there are more than 300 traditional craft villages in this area. At the
beginning of the ninetics, the restoration of these traditional craft villages have contributed fast
development for RI as well as made us expect that we already found out the answer for RI
development. Over past years, the practice did not meet our expectation. In the majority of traditional
craft villages, although there age upscaling, mechanization and variation of household production,
the growth is not in line with the potential. There are not households that are big enough to involve
other households to form large businesses that they can go out to the world market or rin effective
competitions with international companies even at home market. The products of Trieu Khuc textile
village even have been exported but mainly elbowed their way to " branch market". Almost no long
term investment is available.

The kinds of limited and joint-stock companies are also applied in RI. The number of limited
liability companies is larger than the number of joint-stock companies because the operating
mechanism and the foundation procedures of the formers are simpler. The reported figures from
sur\;eyed provinces show that there are only 252 companies of both kinds in 1998, an increase by
62 as compared to 1996. According to these figures, except Hai Duong and Phu Tho provinces, the
number of companics in other provinces of these seven provinces is growing continuously. Although
there were not official reports and statistics from provinces, following the evaluation of many experts,
the number of companies increases not much even after significant simplification of foundation
procedures and trade registrations for private enterprises. The main reason is that the owners of
rural production facilities still do not perceive the need of enterprise foundation as a business tool.

This factor also indicates a simple character, small size and need of cooperation/assignment of



production facilities in RI .

Table 6: Number of private enterprises, limited liahifity companies

and joint stock companies by province

No Provinces 1996 1997 1998
I | PhiTho 30 27 28
2 | HaTay 30 38 44
3 | Thai Binh 12 IS 16
4 1 Hai Duong 56 54 53
5 | D4 Niang 49 59 82
6 | Daklak 7 10 9
7 | GialLai 12 20

Total : : 184 215 252

Source: Reports by Provincial Departments of Indusiry, 199%

Two provinces of Me Kong delta (Do ng Thap, Ca Mau) and Tdy Ninh, that are not similar to

provinces mentioned above, have hundreds of enterprises of these kinds. Those production facilities

mainly function in the ficld of food processing (rice husk and polish). The facilities were set up by

business men doing rice processing for export companies coming from big cities, especially Ho

Chi Minh city. Moreover, there are big quantities of rice to process, the businessmen need an

enterprise as legal instrument to facilitate transactions and organize business activities (particularly

for sales contract with other clients).

Effect of production and socio-economic impacts

In general, the effect of production and socio-economic impacts of RI can be evaluated as

following:

The RI helps to create jobs for a large number of laborers in rural areas. Particularly in Thdi
Binh province, in 1995 RI created about 150,000 jobs that involve about 20 percent of laborers
in the province. Kien Giang province has more than 30,000 laborers working for RI that account
for 2.8 percent of its rural population; Ca Mau has more than 10,000 people (about 1 percent of
rural population). The respective indicators in Dong Thap are 35,000 (2 percent), Hai Duong -
36,000 (8 percent, not including 45,000 people working for RI by seasons), Ha Tay- 150,000
(7.1 %), Thai Binh - 143100 (7.9 percent),...

The RI helps to increase income for the rural laborers. Thai Binh province statistics also show

that 20 percent of its total laborers provide 30 - 35 percent of its total income for rural area. It

" means RI laborers get income 1.5 - 2.0 times as much as compared to agricultural ones. The

practice indicates that the living standard in those areas that have non-agricultural jobs is usually
higher than the living standard in pure agricultural areas. The living standard of non-agricultural

households is higher than the living standard of pure agrichltural households. The practice occurred
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in contrast with the farmers’ catculations: the living conditions of the farmers who possess cropping
land are not more stable than the living conditions of the craftsmen who have no cropping land.
In contrast, because agricultural production is unstable, it depends much on weather conditions,
the different levels of price between raw agricultural products (especially rice) and industriat-
handicraft products become bigger and bigger, the living conditions of the farmer, especially the

living conditions of those people who grow rice, become unstable compared with the craft workers.

- The Rl and its development contribute to change the rural economic structure. This change of

the structure first is due to fast growth of RI. The proportion of agricultural products in the total
products is intensively declining although its absolute value is increasing. Moreover, the RI has
an impacf on trade structure and variation of products in the agriculture: the monoculture was
changed by a wide variety of plants and home animals; Extensive farming was changed by intensive
farming,... In many areas, professional business services with big size and large area have been
also established due to fast development of RI. Chau Giang district (Hung Yen province) that

was a pure agricultural area, runs business from the North to South with hundred trucks.

- The RI intensively coatribute to the urbanization and modernization of rural areas. Many

townships and concentrated population points have been set up in those areas that developed RI.
In most rural areas, the living custom has been changed under RI production or its infrastructure.
On the other hand, RI in the process of its chclopmeht, provides rﬁorc completely necessities
and industrial products for rural people. Smali mechanical engineening industry not only repairs

production means but also produces and supplies to local people simple production means fitted

to iocal characteristics.

- Animportant part of RI that functions in the field of processing agricultural products, is located

Just in the rural area. These production facilities have many impacts: on the one hand, they
improve the value of raw agricultural products, then increase the effect of agricuitural production.
On the other hand, they help to minimize the losses after harvest, subsequently increase agricultural
productivity, create premise for reducing necessary cropping land and keep it for other purpose.
Finally, these production facilities allow to increase their productivity in the field of processing
themselves by reducing transportation cost and using scraps from food processing industry for

agricultral purpose (produce microorganism fertilizer from scraps of food processing industry,...).

2.2 General assessment of the RI development over recent years

We can come to conclusion on general assessment of the RI development as following: over recent

years of renovation, the rural industry has developed openly and effervescehtly under the impacts of
such policies as the rural development and multi-sector economy. The RE has obtained essential results

and achievements as following:



a)  The RI has been developed both extensively and intensively, especially extensively. From
extensive approach, the RI has been developed in productivity, size and good growth rate. Period
1986 - 1990: the RI generally developed well; 1990 - 1993: the RI developed slowly because it
could not succeed in reorientation and restructuring when the national economy shifted intensively
to the market economy; 1993 - 1997: the RI developed better. The growth rate of RI in many areas
got 7-9 percent, especially the Southeast region got more 15 percent; 1998-1999 the RI development
stopped. Generally speaking, the RI has seen a growth over recent years.

From intensive approach: the RI development shifted to the needs of the market. Which items of
product? How is the quality? The production facilities should meet the requirements of the market.
Many traditional villages changed their items of product to meet the market needs. The pottery
villages shifted from making popular pottery to art pottery. Da Hoi village shifted from making
agricultural mechanical tools to making consumer mechanical goods and construction mechanical
tools. A majority of production facilities invested and renovated their technology (although it was
at low level) for increasing productivity and improving the quality of products.

b) The traditional craft villages as a main force of RI has been developed well. In the whole
country, there are about 1000 traditional craft villages. These villages are mainly located in the Red
River delta. The traditional craft villages have long history of development and prove its strong
vitality. Many traditional craft villages obtained growth rate at 20 percent per year. The strong
development of traditional craft villages and appearance of new traditional craft villages by expanding
mode have promoted RI development in many rural areas. If in 1995, there were 493 traditional
craft villages in the region of Red River detlta, then after three years (1998) the total number of
traditional craft villages in this region increased to 731. It accounts for 70 percent of total traditional
craft villages in the whole country. The traditional craft villages become backbone and motive
force of RI development.

¢) It appears some new factors in the RI development as following:

The average and small industrial areas have taken shape during the RI development. In Ha Tay
and Bac Ninh provinces, some traditional craft villages have been expanded and became small and
average industrial areas. These areas are separated from population areas and do not cause
environmental pollution and the problem of infrastructure for RI development can be solved there.
- Inrural areas of traditional craft villages, businesses have been deveioped, mainly private

businesses and limited liability companies. These facilities contribute to production expansion,

trade development and goods production in rural areas. There are more than 50 limited liability
compahies and cooperatives for furniture manufacturing in Dong Ky village (Tien Son district,

Bac Ninh province); Dinh Bang (Bac Ninh) commune has more than 10 limited liability companies,

one enterprise in joint-venture with Taiwan producing fashion shoes for export, one facility for
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processing agricuttural products, four facilities for casting non-ferrous metals, five cooperatives

for producing hygienic papers.

- However, there are some limitations in the RI development over recent years:

- The Rl s still small and backward, it is not strong enough to change economical structure in

provinces. In many local areas, the Rl still is considered as " the side profession”. The total
product value of RI number only 10 percent of total product value of the province. Proportion of
industrial households is very small. The 1999 statistics show that proportion of industrial and
construction households in the whole country occupies 2.7 percent, for the red river delta, the
figure is higher and occupies 3.69 percent. Production means industry is very small, processing
industry for forestry, agriculture and fishery is not big and has backward technology. That is why

the RI development do not influence much on the change of economical structure of the province.

- The RIdevelopment is unstable because of the market difficulties and low competitions of the

RL

The RI and Viet Nam industry face the same difficulties as market availability. On the other hand,
because of backward technology and equipment plus limited fund, the RI products have low and
unstable quality. The products undergo high cost-price and have low competitiveness. Then, the

production facilitics don't like to invest and expand its activities.

- The RI development bring about serious environment pollution (air, water...} in many rural

a_réas. Because the technology is backward, it has no process_ing equipment for industrial waste,
the production facilities are usually located near by population residence, the more the RI develops
the more environment pollution is serious. The temperature at Huong Canh village (producing
brick, tile} and Bat Trang village {producing pottery) is 2-3 *C higher as compared other villages;
the water at Duong Lieu, Lang Van (produce foods} uadergo heavy pollution.

- There is an uneven development of R1 among provinces. The RI developed well where it has

traditional craft villages. The Southeast provinces have RI more developed than other provinces.
Ha Tay province got highest product value (in 1998 - 1,098,300 million YND) and it is 16 times
more than Hoa Binh province (68,025 million VND) and it is 2 times more than Hai Duong.
province (1998 - 560,800 million VND).

The reasons of weaknesses mentioned above are: a) The government has no plan of RI

development, and the RI has developed spontaneously. The government also has no complete set of

policies for encouraging RI development; b) The endogenous ability of RI is low.



2. Environment and conditions for Rl development in Viet Nam

The RI development is not separated from the common environment of national economy. However, the RI
environment includes specific factors affecting the RI development in different ways. Every component
environment factor for RI development also undergoes influence of many other factors. The characteristics of
the component factors that affect the environment and conditions for its development, are shaped and changed
during long periods. These factors are interrelated. The influence of every factor on RI is not similar in
proﬁnces. Then, every local area needs specific study on the impacts of every factor in order to make

suitable interventions.

(1) The impact of socio-political environment on RI and its development

The socio-political environment has enormous and decisive impact on orientation and development
of RI. There have been many policies for agriculture and rural development issued after the 5th conference
of Central Committee of Party (7th congress). These policies encourage fast and sustainable development
of RI in order to urge on socio-¢conomic development in rural areas. In many provinces, the local
authorities issued specific policies of industrialization, modernization, and RI development. There are
not only policies from the central government but also local policies of i.ndustry and small artisanal
industry development. For example, Hoa Binh province had two decisions, one from Party Committee
(Decision N 33 CT TU issued on 04.01. 1995) and another from the people's committee ( Decision N 76
QD/UB-CN issued on 18.01.1995), that were related to small artisanal industry development. Thai Binh
province also had decisions from Party's Committee and People’s Committee (Decision 09) related to
economic development programs. Besides provincial decisions, many districts made its decisions about
policies on trades and traditional craft villages development in the arcas. However, many other provinces
were passive and had no decisions and policies on industry and small artisanal industry development.
These provinces were also passive in orientation and management of this economic field.

One very important factor for RI development is the perception of the ownership in this sector. There
are different perceptions of this concept as mentioned above. The survey resuits from 12 provinces
showed that the officials of industrial departments of all 12 provinces considered RI as only small artisanal
industry (SAT). The policies of RI development only oriented to SAI development. That is why the focus
of these policies emphasized on providing credit for people, trade introduction and training, conditions
for production places..., investment for road and electricity development was also paid attention in many
areas ( in rural area, the way is that the government and people together do invest). Then, the local

. authorities could not issue long-term consistent poticies for the local RI development. The policies of
fnarket, integration,..., related to indirect policies for economic regulation by economic levers, were not

specified in detail and applied commonly in provinces.
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Besides Party's and government's policies of RI development, other social factors also have active

impacts on the RI. Of which two primary factors are:

The custom and tradition to help each other in rural area, especially the relations of family line and
worker classmates in some traditional craft villages. This has positive impact on RI development
because it creates favorable condition to moebilize initial fund for those people who want to start
business, able get training and necessary experience to run business. In many cases, the support includes
shift of clients or "business tips", or agreement on the market division, competition control, or at least
excluding competitive practices that could bring about common losses for the trade. In La Xuyen
(Nam Dinh), Dong Ky (Bac Ninh) when the aduit children set up separate househoids, most parents
provide them with initial fund (the amount of money is different, it depends on each family, but the
fund is usually enough to start business), transfer/assign some contracts/orders (it is usually the case
of clients previously knowh to the employer/householder), share necessary experience. In some cases,
the old parents help to manage business for new households for the first pertod until the activities
become normal. These phenomena were observed in most traditional craft villages in provinces Ha
Tay, Théi Binh, Hung Yen, ...However, this relation has a limitation that it is only for the members of
family line and it is not popular. In particular, the trade secrets, know-hows are not disseminated
largely on a disinterested basis.

The role of some mass organizations in the RI development. Women union (in programs of poverty
reduction) and the professional associations have special role. In every area, these organizations, on
the one hand, try to import new profession ( organize training on new profession, mutual assistance to
lcarn new profession in other places, self training among their members,..), on the other hand, to find
out the funding source, intreduce clients or help to advertise the products,.. to help the producers to
distribute their products. These organizations also play an important role, despite of its ephemeral
nature, in supporting producers with marketing their products, training and upgrade knowledge of
business management,... The consideration of activities of related agencies in the long term program
of these organizations is necessary in the upcoming period.

One important factor concerning socio-political environment is the attitude towards and settlement
of concrete problems arising from every area. In the local area, where the authorities pay attention to
helping the production facilities to overcome their difficulties, the business activities could develop
well. Stability and consistency of the local authorities officers (concerning all organization, policies
and specified personnel) also play an important role in RI development.

Among the factors that hinder the RI development, this is the overlap in the state management for
some RI aspects, at the same time, omission of other aspects, especially in resolving or supperting to
resolve completely the local difficulties. The coordination in activities of state management system

for the RI is also considered as the second weak point in the state management and its role for the RI
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development. These two points were mentioned in 8 of 12 provincial survey reports. Moreover, some
provinces emphasized two other points as i} There is not an appropriate law corridor in which the
production facilities can actively explore resources for business development, and ii) Control and
supervision works should be done properly in order to help them adjust their mistake on time, avoid
conflicts and disadvantage subsequences. What concerns the second problem, there is an opposite
opinion from the production facilities: the enterprises always complain that there are too much
unnecessary procedures and papers. At the same time, they undergo a lot of inspections, repeated
inspections, inspections without complete conclusion,...

The impact of economic environment on the RI development

The economic environment has impact on the RI and its development as following:

The market and demand of the RI products. In general, the RI products are mainly sold in rural area
market. However, all provinces have the RI products exported. For example, the furniture of La Xuyen
{(Nam Dinh), Dong Ky (Bac Ninh) are sold even in Taiwan, China, Hong Kong, Southeast Asia, West
Europe,... Many textile garment products have ever been exported to Europe. The value of exported
RI products has achieved USD millions every year, However, on the other hand, on the spot market is
the essential market for the RI products. The characteristics of this market are low income, limited
purchasing capacity. The common custom of the consumers is that they like to make products themselves
to meet their needs following a self-sufficient way. Over about ten years, this custom started to change
into direction of commercial production. The farmers intensively make various kinds of commercial
products (including agricultural products) with high productivity for selling. They buy necessary
products in the market (including agricultural products). Consequently, the change of income of the
farmers leads to the change of the size of the market and influences the RI development. This negative
impact can be observed in the regions with high rate of population growth and low rate of economic
growth. In this case, consumption structure is not goad for the RI products. The additional income
firstly is for the necessities as foods and not for other industrial products.

Economic growth rate and the RI development. This is an interactive relationship: those areas that
have high rate of growth, have a developed RIL. At the same time, those areas that have the RI with big
size and high rate of development, have more favorable conditions for high rate of economic growth.
The most important impact of the fast economic growth is that it creates many opportunities for the R1I
production facilities.

Rural population and motive force for RI development. Population and labor are considered as
resources for the RI development. In practice, not every region with high density of population has the
RI developed. However, high density of population and numerous labor press on the development of
RI. That explains why many populous regions in Ha Tay, Hung Yen, Thdi Binh, could easily accept

non-agricuitural professions faster than others. The people here are easy and active to seek and import
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handicraft professions faster than the people of Mekong delta. This is a basis for two ways of formulation
of handicraft trade. This influence on directions of RI development in two major deltas in Viet Nam:
in the Red River delta, the producers import any trade as practicable as possible. In the Mekong delta,
people import only trades that they need most. These characteristics require different directions of RI
development for different regions. The intervention measures must be different acéordingly.

Private investment and the RI development. Theoretically, the more investment fund (accumulation)
is available, the more investment can be allocated for the RI development. However, when the proportion
of investment is high, it remains limited resources for consuming, purchase capacity declines and
adversely affects the market of RI. And the local market is the essential market for RI. Then, where
the provinces are richer, the people have higher income, the R1 develops more strongty. On the contrast,
in those provinces where people have low iﬁcome, the economy is underdeveloped, the RI develops
slowly. It is difficult to compose the RI into the production structure in those provinces. If we look at
statistics for the whole country, it can rote that, the role of private investment is declining in rural

areas. Because, while the proportion of private investment from the total investment was declined

* significantly over four years ( from 29.4 % in 1995 to 21.3 % in 1998, see table 7), it concentrated in

the urban areas. If there are not strong regulations, the fuhd that are allocated for underdeveloped
regions, will run to. the regions with the higher level of developmeﬁt.

The investment from Government and the RI dcvélopmcnt. This is an aﬂditional fund for private
investment. These fu.nds are u5ually allocated for infrastructure constructions, primarily for roads,
electricity system, irrigation system and some constructions of social infrastructure (school, system of
rural markets). According to statistics (see table 7), the proportion of the government fund is very
small in the total fund of the whole society. In which, the proportion of fund from the local budgets
increases a little, but continuously during four consecutive years. Looking at this structure, it can
estimate that the total fund for economic dcvélopment will increase both in quantity and proportion.

However, if we look at uneven investment among regions, we can see that, in general, disadvantaged

regions often are rural areas.



Table 7 Breakdown of Viet Nam's investment during 1995-1998 (%)

1995 1996 1997 1998

State investments 38.3 45.2 48.1 53.5
O/w: State budget 19.9 20.8 21.2 215
ofw : Central 11.5 11.3 10.2 9.3

Local 8.4 95 11.1 12,1

Credits 4.5 10.4 13.1 154
State-owned enterprises 13.8 13.9 13.7 16.7
Non-state investment 294 26.2 20.6 213
Foreign investment 323 28.6 31.3 252
Total 100.00 100.00 100.00 100,00

Source: Statistical Yearbook 1998, Staristical Publishing House, Hanoi, 1999, page 227

3

Capacity of ensuring the supply of on-site material inputs and services. A major part of meral industry
State managerial officers in different localities affirm that one of the advantages allowing the smooth
development of this economic sector is the local availability of main raw materials. It is estimated
that, in Daklak province, up to 85% of raw materials may be locally supplied for rural industry,
whereas Da Nang city may locally supply 60% of necessary raw materials. This may be assessment
for industries that are considered as "spearheads” localities, not for rural industry in general. In the
reﬁlity, despite the on-the«si)ot availability of raw materials, production and business enterprises still
need a lot of services which are not locally available and are to be purchaéed or imported from other
provinces. Gia Lai province's.conditions are similar to those of Da Nang city; the rural industry's
structure of both localities is almost the same, but in the former's locality, the value of locally exploited

raw malenals as inputs of local processmg industry of agricultural, forestry products fluctuates between

-5 and 90% whereas in other sectors, imported materials and materials purchased from other provinces

amount to 80-90%.
Impacts of institutional environment upon rural industry and its development

Institutional environment is understood as the general system of legal regulations and the institutional

system which ensure the activities and effects of the regulation systems, the mechanism and cffects of

the regulations as well as the organs enforcing these regulations. At present, another issue to be addressed

is the effect of all systems on the socio-economic development. A lot of studies in the past considered

that the mechanism environment is the same and unified nation-wide. However, in the reality, dealing

with the human factor and localism of localities, it is observed that the homogeneity likely exists only in

- some legal documents (Laws, ordinances and other legal regulations issued by institutions of national

level) and in the general institutional structure for the enforcement of laws. The enforcement, the

mechanism for enforcing legal regulations, statutes, regimes ...are, in fact, not the same in various localities.

- This leads to different conditions for the development of rural industry in different provinces and to the

different development scale of different provinces. Moreover, even in a same province, the development

of rural industry of different areas is also different. This originates from the non-uniformity in the
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enforcement of general regulations of the central Government and the provincial administrations.

Beside the absence of a legal corridor for the enterprises to take the initiative of doing their production
and business, authorities of many localities think that there exist also the incompleteness/non-orchestration
between different elements of the institutional environment. This is shown in the fact that the policy is
not correctly understood by responsible, managerial and operational officers; the policy becomes irrational
right after its promulgation, resulting in bad effectiveness of implementation; the same subject is treated
by different institutions through different ways and different regulations stipulated in different documents.
A general situation at present is that the regulations are formulated and promulgated following the
“vertical line"; after the issuance of a legal document, there is often another document of lower legal
value for "guiding" the enforcement, and the institution which issues the guiding document is just the
enforcing, supervising and inspecting the implementation of a higher ranking institution’s legal regulations.
Therefore, these documents tend to explain the general regulations in a way more favorable for enforcing
institutions, creating easier conditions not for enterprises, for the grass-roots facilities, but for enforcing
institutions. Because of limitations in information system in rural areas, many policies stipulated by the
State cannot be disseminated to rural people. Surveys conducted in Vinh Phuc province and Hanoi city's
suburban areas have showed that information is mainly received by rural people through radio, TV and
news paper which are not really a concrete, detailed source of original policies and legal regulations.
Through these sources of information, can only understand the essentials of legal documents, and concrete,
detailed regulations must be caught from other sources. Moreover, the contents of legal documents
published in mass media are often not complete; auditors, viewers and readers are often inattentive and
cannot grasp well the contents of regulations; or they forget immediately after receiving information,
and they wrongly remember when they have to implement these regulations. Thus, it is necessary to
strengthen the information systems, the introduction of legal documents, governmental policies and
regulations for rural areas.

One of elements constituting the mechanism environment is professional organizations and their
activities. Efforts have not yet been adequately made [or studying, drawing experience and taking
appropriate measures in this matter. Field surveys carried out in Huong Canh have showed that, the
"club of kiln owners" established since 1993 have positive effects. This club, originated in its initial step
from the éommunal structural organizations, subsequently acts as a professional club with its members
who are owners of brick kiln, tile kiln in the commune. The club meets once per month or a c;oupic of
months for the members to discuss together how to solve difficulties and issues related to their production.
Many solutions for problems, new projects, investment programs for building local infrastructure have
been firstly proposed by the club and effectively supported and carried out, If this form of organization
is really effective, before launching a movement or activity, it is neceséary to carefully study in details

for identifying the mood and action which are applicable as a "frame" mechanism for similar clubs.



The mechanism environment of rural industry is strongly influenced by the contingent of State
managerial officers in the locality, especially grass-root officers. These officers are elected by the people;
a part of them have completed their secondary education. The recent field surveys have showed that in a
lot of communes, a number of officers have been graduated from in-service colleges, mostly in agronomy,
economic managenient. Not any officers is graduated from the formal higher education; and almost not
any officer has been thoughtfully trained in laws. Therefore, one of important and urgent tasks for
improving the mechanism environment for RI development is the constant training and heightening the

capability of grass-roots staff.
3. Some basic viewpoints and measures for developing rural industry in coming years

(1) Basic viewpoints to be permeated in developing rural industry in coming years

Rural industry development represents onc of important tasks in the socio-economic development of
the country in coming years. For an effective development of rural industry in a close connection with
the country’s politic tasks, it is necessary to thoroughly grasp the following viewpoints:

Firstly, the development of rural industry must be in a close relation with the development of agricultural
production, trade and services. But, at present, the relationship between these branches is still somewhat
incoherent. Rural industry’s raw materials are mainly locally produced agro-products. But the supply of
these raw materials is not enough; the scarcity of raw materials and the raise of price of these products
occur in many localities. The supply of services in loaning, in technology transfer, in information ... is
still underdeveloped. The trading system for supplying materials inputs and seliing final products is of
spontaneous characteristic. For an effective, sustainable development of rural industry, which in turn
positively influences the transition of economic structure, it is necessary to build the organic relationship
between the development of rural industry and that of agriculture, trade and services. Chincse experience
in enriching farmers' property which is essentially commercialization of agro-products, is an useful
lesson for us.

Secondly, it is necessary to bring into play the factor of tradition in the development of rural industry.
Some people assess the tradition as an obstacle in the process of industrialization and modernization of
agriculture and rural areas. This assessment is somewhat excessive. The element of tradition must be
brought into play because:

- Bringing into play the tradition is bringing into play the nation’s cultural identity.

- Bringing into play the tradition is to exploit the potentialities, develop our internal strength. With
the development of traditional professions, marketing and investment, the localities may raise and

- develop production.

Of course, the modern life-style requires materials and commodities which are closely related to the
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up-to-date socio-economic conditions and modern technology and purely traditional materials and

commodities may not fully satisfy the taste of all people. An imponj:ant thing is to modernize the traditional

technology for meeting the requirements of the markets.

Thirdly, the goal of development of rural industry is to produce setlable commodities. This is a vital
matter of rural industry; it decides the effective competitiveness, hence the sustainability of rural industry.
The market-oriented rural industry development means:

- The identification of species of commodities, price of items ... must be prompt from the market
demand. Tt is necessary to strive to satisfy the market demand, but not to start from the existing items
of rural industry, from the traditional commodities.

- Each professional village or locality should concentrate its efforts in developing the professional
qualification and the commodities with advantageous conditions in the availability of skilled labour
force and raw materials.

- Rural industry products must be highly competitive with domestic and imported commodities. This
is a difficulty; but for the survival of rural industry, the commodities must be competitive in quality
and in price.

- What is the torm of production and business for rural industry to develop and to be competitive?
Maybe, the way for rural industry to develop must be mainly on the basis of rural household, then to
establish rural enterprises and to build the cooperation between rural enterprises and urban enterprises.
Only by this way, can rural industry expand the production scale, heighten the production skills and
competitiveness and develop the markets.

Fourthily, rural industry must cooperate with urban industry. Rural industry is part of the whole country's
industry. Moreover, rurai industry faces much more difficulties in technology, management capability,
skill, marketing ... compared with urban industry. Therefore, rurat industry in the Red River Delta must
both compete and cooperate with urban industry. The cooperation and linkage between rural industry
and urban industry may be realized under the following forms:

- Primary processing is undertaken by rural industry, and urban industry is responsible for finishing.

- Rural industry performs as satellite of urban industry in the processing of products.

The cooperation and linkage as above mentioned will create and develop the markets.for rural industry,
and lead to a scientific and rational distribution of work between different industrial forces. Thus, urban
industry may concentrate its efforts in solving difficult, complicated in technology and production.

Fifthly, the role played by the State for the development of rural industry must be strengthened. His
correct to say that due attention has not yet been made by the State to this aspect. Therefore, the
development of rural industry is still of spontaneous characteristic, meets with difficulties and obstacles.

The State’s role of encouragement, support 2nd management constitutes an objective prerequisite condition

for rural industry to develop.



- Tirst of all, the State institutions of national and provincial levels must identify a strategy and
planning for the development of rural industry as part of the general development plan of the country
and province.

- The State encouragement, support and management should focus on the supply of information,
technology transter, scientific research, training, advertisement and marketing;

- The State should promulgate a supportive policy in land allocation and low-cost renting and in the

development of medium and small-sized industrial zone for rural industry.

(2) Some basic measures for developing rural in the period 2001 - 2020
2.1 Development of markets for rural industry

The markets for rural industry include the markets of inputs such as information, science and
technology, labour force and raw materials ... and the markets for consumption of rural industry's
products. At present, the markets for rural industry remain neglected by State owned enterprises for
private merchants to have their own swaying way. It is necessary to develop the activities of all economic
sectors in these markets, among which the role of State enterprises must be emphasized in the supply
of inputs (information, technology...) and the consumption of rural industry's products.

Through the forms of placement of orders for processing and production and business cooperation
between enterprises of urban areas and rural areas, a spectacular perspective for large and sustainable
markets for rural industry may be created.

2.2 Strengthening the application of scientific and technological progresses in rural industry

In recent years of the renovétion process, rural industry's production and business enterprises have
made a lot of progress in the introduction of advanced technologies such as the mechanization for
raising the productivity, the gradual modernization of some traditional technologies ... But, in general,
rural industry's technological level remains backward; the renovation of technology is likely slow and
at a low extent. It is necessary to strengthen the application of science and technology in rural industry,
the niodernization of traditional technology, the introduction of modern technology in processing
agro- products for supplying domestic and foreign markets with high-quality products of high
competitiveness. For this end, it is necessary to supply rural industry with scientific and technological
advances. The State should ensure a supportive mechanism in granting credits for the renoval of rural
industry's technology, in the supply of consultation services, rural industry's technology, in the supply
of consultation services, training and setting up demonstration pilots, in the research and application
of modern machinery and equipment in rural industry.

2.3 Development of medium and small-sized industrial zones for rural industry
Rural industry's production and business activities are in general carried out on the basis of household

economy; the tarmers' house is for both purposes, dwelling and production, hence the space for
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production is too narrow and environment is poltuted, no capability is available for enlarging production
and infrastructure conditions can not be ensured for the development of production and business. In a
near future, rural industry must develop and be separated from dwelling quarters, with adequate
environment-friendly infrastructures. The development of medium and small-sized industrial zone in

rural areas represents one of positive and effective measures for smoothly solving the above mentioned

problems.

2.4 Development of medium and small-sized enterprises of rural industry

As above mentioned, rural industry's production and business is generally carried out by the
households. This production and business form accounts for 98% of production and business enterprises
in rural areas. The strong points of this form are: all types of labour force may be absorbed, all idle
capital in the countryside may be mobilized thus creating a motive force for pushing up the development
of rural industry. But there exist a lot of limitations in different aspects: in the renewal of technology,
in the expansion of capital investment for expanding production and business activities, in marketing.
It is necessary to develop medium and small-sized enterprises of different economic entities in rural
areas for rural industry to develop the production of commodities. These enterprises may be established
following 2 forms:

-+ The houschold enterprises are gathered into medium and small-sized enterprises this may be a
principal form.
- To establish new medium and small-sized enterprises in rural areas by calling for capital from

investors who live in the cities or other provinces.

2.5 Strengthening the policies of comprehensive incentives to rural industry

Compared with agriculture, forestey and fisheries, the State promulgates fewer policies which are
congrete, consistent and comprehensive for promoting the development of rurat industry. Rural industry's
internal strength for the development of itself is still weak and limited and it can not develop well in

the competitive conditions. Therefore, the State support and management seem very necessary and

may be realized under the following forms:

The State must identify and practice a strategy and planning for the development of rural. industry
for each province, especially the strategy and planning for the production of eprrtable fine handicraft
products, agricultural, forestry and maritime products,

- The State :should allocate or hire .land, exempt/reduce taxes, and grant long-term credits for the
renewal of technology, for supporting the development of rural industry. '

- The State should encourage and support the development of consultancy, training, technology
transfer organizations to supply services for rural industry.

- The State shoﬁld recognize and encourage artists in the preservation and development of the

nation's cultural identity through rural industry's products.
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