vestment environment and
the managerial capability
for the attraction of foreign
capital and effective use of
foreign direct investment.
In the meanwhile, the la-
borers’ legal interests in
joint venture enterprises
are secured.

Countries experienced
the stage of developing
capitalism, their bourgeoi-
sie came into being. So the
partners for the state coop-
eration are available. The
remaining problem is en-
couraging policies for na-
tional capitalists to pour
their money in cooperating
with the State due to both
their benefits and the eco-

Others have remarkable
capital but they did not be-
lieve in the Party and State
policies yet, so they dare
not invest their money in
business, they may hoth do
business and watch the
State policies at the same
time.

In recent years, the
domestic private capitalist
economy has grown, but fo-
cused on the sectors of com-
merce, service and real es-
tate. The investment in
manufacturing is  still
small. The enterprises are
mainly of small and me-
dium scale. Some large-size
enterprises employ many |
workers. Some enterprises

ON THE IMPLEMENTATION OF
TE CAPITALIST ECONOMY

by Prof. NGUYEN VAN SON

THE STA

Since the State launched
dsi méi policy, especially
since the Foreign Invest-
ment Law was promul-
gated, our country has
carried out many economic
activities within the State
capitalism, although we
rarely used the terms
“state capitalism”.

From 1988 to May
1996, not to mention pro-
Jjects whose investment li-
cences were revoked, the
whole country had 1474
foreign investment pro-
jects capitalized at
US$21,563 million. As for
investment form, joint ven-
ture enterprises represent
64.6% of total projects and
65.3% of total investment
capital, 100% foreign-in-
vested companies 27.1% of
total projects and 17.8% of
total capital, business coop-
eration contracts 8.3% of
total projects and 16.9% to-
tal capital. By the end of
1995, over 700 companies
coming from 50 nations
and territories had invest-
ment projects in Vietnam,
including many potential
corporations having great
capital and advanced tech-
nologies. These investment
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forms are different ones in
the state capitalist econ-
omy.

The eighth Vietnamse
Communist Party’s con-
gress pointed out “the state
capitalist economy includes
forms of cooperation and
Jjoint venture between the
State economy and domes-
tic and foreign private capi-
talist economy” Concerning
its role, the eighth con-
gress said this economic
sector plays an important
role in the mobilization of
capitalists’ potential capi-
tal, technologies and mana-
gerial capability for their
interests and the country’s
construction and develop-
ment.

Therefore, the state
capitalist economy is not
only affirmed in theory, but
also performed in practice.

The problem is at pre-
sent to continue to apply
numerous forms of capital
contribution in joint ven-
tures between the State
economy and domestic pri-
vate entrepreneurs with a
view to stimulating Viet-
nam businesses to develop,
raising their competitive-
ness against foreign com-
panies, improving the in-

rid o e

nomic development.

Our country has not
experienced the stage of de-
veloping capitalism, most
of national capitalists re-
side overseas due to pre-
vious mistakes in the State
policies. The rest staying in
the country is small. Some
businessmen have become
rich quickly due to loose
management of the State.

are really possessed by for-
eigners under the name of
Vietnamese.

The present problem
is to evaluate exactly the
capability of the private
capitalist economy in the
country’s development
with the aim to encourage
them to invest, exploit
more their capital source,
issue and execute policies



to make them feel assured
in their business, protect
their ownership and legal
interests, create favorable
conditions for them to pro-
duce profits, especially in
the manufacturing sector.
At the same time, we
should give them guide-
lines so that they do busi-
ness legally and make
benefits for the national
economy and for their sake.

If the private capital-
ist economy does not have
intensive development,
then the State cannot carry
out the State capitalist
economy. To make condi-
tions for the private capi-
talist economy to develop,
the State should improve
and facilitate the legal en-
vironment, study and
amend tax policy. Both
State-run and private en-
terprises see some tax
rates are rather high. This
scares private entrepre-
neurs out of doing business
or they will make tax eva-
sion. However, when the
tax rates are reasonable,
there are still complaints
from private business cir-
cle and some of them still
find how to avoid tax due to
their desire for profits.

But the State cannot
help studying and overcom-
ing obvious shortcomings
in its tax policy. It is nec-
essary to make tax rates
reasonable because high
rates may cause losses in
tax collection.

The State should also
research to avoid multiple
tax imposed on some prod-
ucts. Tax policies need
careful preparation prior to
promulgation. We should
avoid ever-changing tax
policies. These changes
make businesses become
afraid that the State poli-
cies are not consistent.

There should be uni-
form between laws and le-
gal documents guiding the
implementation, between
relevant branches in exe-
cuting the State policies,
between central and local
agencies. Some documents
issued later by certain
agencies invalidate an-
other agency’s one issued
earlier. That situation
caused many difficulties to

the people and reduce their
trust in the State regula-
tions.

Is there contradiction
in stimulating the growth
of private capitalist econ-
omy on the one hand and
performing the State capi-
talist economy on the
other? If we look over this
problem, we can say no be-
cause this is a rule of eco-
nomic development.

We decide on encour-
agement of the private
capitalist economy with a
view to liberating all pro-
ductive forces, streamlin-
ing all potentials, exploit-
ing all technical powers, all
managerial knowledge...for
the current development of
the country’s industrializa-
tion and modernization,
It’s a historical essential
that the private capitalists
enter the way of the State
capitalist economy. The
problem is only the time.
That’s a wholly voluntary
activity. The Party and
State do not lay down com-
pulsory policies and do not
carry out industrial and
commercial transformation
as before since this imple-
mentation proved wrong
and failure.

The history of eco-
nomic development showed
private capitalists pos-
sessed many medium- and
small-size enterprises at
the early stage. But later
they joined together to
form trusts in some prod-
ucts with the aim to reduce
competition between them
and raise their competi-
tiveness against other
trusts. Medium- and small-
size businesses could not
face with big companies,
they thus take part in big
trusts.

Vietnamese economy
is integrating into the
world’s economy, more and
more multinationals will
be present in our country.
Their competitiveness is
tremendous.

Their countries’ lead-
ers often say they are will-
ing to help Vietnam restore
and develop its economy,
transfer their advanced
technologies, train man-
nagers, share their experi-
ences...These intentions

are frank. But their inves-
tors’ target is profits all the
time. They never give up
any methods, even tricks to
attain their goal.
Currently, small- and
medium-size enterprises
are highly appreciated.
Those concerns depend
upon big corporations.
They are satellites of big
corporations. In Vietnam,
small- and medium-size en-
terprises operate inde-

pendently, they can make

good performance in a cer-
tain period but they cannot
endure fierce competition
with big foreign investors
in the long run.

Vietnamese private
enterprises will cooperate
with together or with
State-run enterprises to
form joint ventures for
their survival and develop-
ment.

At present, the State
economy, on the whole, is
still weak, but according to
rules of socio-economic de-
velopment, the State econ-
omy will become powerful.
Then Vietnamese private
entrepreneurs will enter
joint venture with State
companies, establishing
the State capitalist econ-
omy. The problem is at that
time the State economy is
strong enough to realize
the State capitalist econ-
omy in cooperation with

the private sector. The
State should issue the law
on the State capitalist
economy so that it can
bring interests to both Vi-
etnamese capitalists and
the State economy. The
participation in the State
capitalist economy is to-
tally voluntary. The princi-
ple of treatment in perso-
nam, not in rem is applied
to the working style and
the vote for decision.

In addition, the equiti-

zation of State enterprises
has relations with the es-
tablishment of the State
capitalist economy. State
enterprises sold their
shares to private busi-
nesses or vice versa. Re-
gardless of the ratio of
their stocks, this also
forms the State capitalist
economy. By this way,
there are numerous eco-
nomic sectors taking part
in the establishment of the
State capitalist economy
such as: the State, Viet-
namese and foreign inves-
tors.

Everyone is welcome
when they use their capital
(cash or gold) to buy the
equitized State enterprises’
shares. That is a way to
attract private capital in
economic development.

Many foreign compa-
nies or corporations cur-
rently wish to form joint
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venture with Vietnamese
private businesses. That
joint venture is not good for
the Vietnamese party be-
cause they will depend
upon overseas groups and it
is unacceptable.

In reality the joint
venture with foreign capi-
talists is also the State
capitalist economy. Even
100% foreign-invested en-
terprises are within the
State capitalist economy. It
is similar to the form of
rent and sale put forward
by Lenine. There are fol-
lowing noteworthy matters
in the implementation of
the State capitalist econ-
omy with foreign partners:

- In joint ventures, the
Vietnamese stock is lower
than that of the foreign
party, representing only
from 20-30%, not to men-
tion specific cases. Since
foreign capital takes up a
bigger ratio, their post is
director and the Vietnam-
ese vice director. As a di-
rector, they decide on the
buying price of materials
overseas, the selling price
of products on the world
market. As a result, the
joint venture may not be
able to control these prices.

- In some cases, the
foreign capital is overesti-
mated. They contribute
capital by refurbished
equipment and price them
as brand-new ones. This
leads to high price of prod-
uct and reduction of the
joint venture’s competitive-
ness.

- In management, they
pay high salary to Viet-
namese managers or tech-
nical experts, but very low
wage to workers.

- They in general
make their own regulations
causing workers’ high labor
intensity.

- Some foreigners give
slighting manner and rude
treatment to Vietnamese
workers. In some cases,
they break our Labour Code
clearly.

- In addition to bene-
fits of their company, they
also have their own inter-
ests. So they can find how
to increase their incomes
but make losses to the Vi-
etnamese party.
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The above-mentioned
situation is having bad ef-
fects on the national econ-
omy. There are many prob-
lems to solve step by step.
There are also problems
which can be settled imme-
diately including violations
of current laws.

In the State capitalist
economy with the partici-
pation of foreign factors,
the Management’s vote for
some important issues
should apply the principle
of treatment in personam,
not in rem. The foreigners
must not oppress ruthlessly
workers. There should be
legal regulations on the
100% consensus of the
Management concerning
important decisions, the

dismissal of chief account-
ants or vice director for ex-
ample. The foreign director
must not by himself/herself
decide on the buying price
of materials, the selling
price of product..Is this
practice can become true?
Can these rights be re-
duced?

For the time being, al-
though the number of pro-
jects and their capital are
great but the realized capi-

represents only one-
third of total registered
capital. That figure is low
as compared with the in-
vestors’ potentials and our
country’s demand for capi-
tal.

We can see the num-
ber of investing countries is
bigger than that of onmes
needing investment. The
host countries include

many big ones with attrac-
tive and abundant natural
resources such as China,
Russia, CIS nations, East-
ern European nations, In-
dia, Pakistan, nations of
Middle East, Latin Amer-
ica, Africa...

The great difference
between supply and de-
mand in investment capital
leads to competition be-
tween host countries. That
situation requires our coun-
try to study those nations’
policies on foreign invest-
ment attraction and watch
their changes. Those re-
lated matters include land
rent and its duration,
taxes, procedures of exit
and entry, regulations on
granting investment li-

cense and other relevant
policies. Our cumbersome
procedures will bore for-
eign investors.

The host country has
too many agencies and re-
quires investors to do many
things. But investors have
right to invest their money
or not.

If they see in Vietnam
the profit ratio of invest-
ment is not higher than in
other countries then they
will transfer that capital to
other nations. In our coun-
try, there is also competi-
tion between localities.
That situation give the
problem more troubles and
losses to Vietnam.

In any case, we cannot
forget their goal is profit.
Low returns lead to no in-
vestment and vice versa.
And due to very high profit

they may violate the law. If
the fine is smaller than the
profit produced by viola-
tion, they are willing to
break the law and pay the
fine. The problem for Viet-
nam is to know how both
parties can enjoy profits le-
gally and how to compete
against other nations.

Another noteworthy
problem is the State econ-
omy is strong in terms of
quantity and quality even
though its partners are for-
eigners or Vietnamese na-
tionals. If the State econ-
omy is poor, foreign or do-
mestic investors will reject
their cooperation or make
advantage of State enter-
prises’ weakness for their
own benefits.

To make the State
economy strong, the follow-
ing measures should be
taken:

- The State capital
should be plenty by mobi-
lizing capital sources from
national budget, the peo-
ple’s idle money, foreign
aid, issuing bonds, selling
shares of equitized State
enterprises and excessive
State properties...

- The army of laborers
should be highly qualified
including managers and
skilled workers. The State
should assign tasks to
skilled staff, train and re-
train necesssary workers
and give good treatment
and incentives to them.

- Economic estab-
lishments which still use
backward technology
should be granted capital to
innovate their technology.
These units can renew
technologies in a specific
stage, or each separate
equipment. If they have
enough conditions, they
should make a plan on
renovating their whole
equipment and strive for
the implementation of that
plan.

The State should dis-
band only enterprises
which cannot survive by
any support. Only powerful
State enterprises can carry
out the State -capitalist
economy and have condi-
tions for directing the na-
tional economy in proper
orientation ®





