Since the middle of the 1980s, Vi-
etnam has carried out both economic
and administrative reforms. These
two reforms are interrelated and in-
teractive,

1. From the centrally planned economy...

From 1975 to the middle of the
1980s, the public sector of the econ-
omy was given preferential treatment
while other sectors not. In certain
businesses such as foreign trade,
banking, munufacturing industry, etc.
only state-run companies were al-
lowed to operate. The private sector
included only cooperatives which
would be developed into high-class
cooperatives, and then, they were na-
tionalized. There was no market in
its proper sense, but there were two
markets: an organized market where
all purchase and sale, and prices were
controlled by government; and a
black market where prices were de-
termined by forces of supply and de-
mand. Prices in the black market
were certainly higher that those in
the organized market and goods were
also circulated from this market to
the other. This situation, along with
limited supplies of goods, made prices
g0 up.

There was no money and capital
market. The inflation rate reached
two- or three-digit levels, the borrow-
ing rate was low therefore no one
wanted to deposit money in banks.
The exchange rate was fixed at one
US dollar to one Russian rouble, and
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to VND18 (this exchange rate was
fixed in 1950s when the USSR and
China recognized Vietnam Demo-
cratic Republic). This exchange rate
made all imports become very cheap
and made it difficult for local produc-
tion to develop, but it helped the
Government give subsidies and con-
trol prices in organized market eas-
ily.

In agriculture, all land is owned
by the community and farmers be-
came members of collectives or coop-
eratives. They did their business as
factories workers worked in factories
and had to sell rice at low prices fixed
by the Government (they called it “to
do food obligation"). This mechanism
made farmers reluctant to sell high-
quality rice and raise output with the
result that Vietnam had to import
around one million tonnes of rice
every year,

In such a centrally planned econ-
omy, the administrative machinery
became larger and larger and more
cumbersome. Theoretically, every-
body would become government civil
servants: workers and officials were
considered as the most important
class of the regime and when all
cooperatives developed into high-
class cooperatives, all farmers would
become officials or agricultural work-
ers and enjoy the same status as
factories workers.

In manufacturing industry, all
factories were nationalized, all work-
ers became government employees
receiving wages and other benefits.

The government is under oblig
tion to provide everybody with jo
therefore many new factories we
built, more jobs were created, ho'

ever, farmers (as members of coo

eratives) didn’t like to do farmin
officials and workers revealed ther
selves to be inefficient.

Let’s study some cases. The fir
is the food supply. All farmers we
agricultural workers and organiz
into groups. The group head didr
want to force the group to work hai
because he benefited nothing from i
moreover he didn’t want to make tl
group members hurt. After harves
rice was divided to members by the
working days. The yield and the rii
price were low. State-run food comp:
nies couldn’t protest when cooper:
tives supplied rice of bad quality, ¢
rice was sold to workers in cities
low price but its quality was too loy
To improve the living standard
workers, most factories and goven
ment bodies had to form offices spi
cializing in buying food and othe
rations, or doing some extra bus
nesses for more income. As a resul
payrolls of cooperatives, factories an
government bodies became large. V
etnam had to import about one mi
lion tonnes of food. Workers and off
cials were supplied with bad-qualit
rice and small meat rations.

The second example is the mai
ket for grey matter. Holding monog
olies, many state-run companies pai
no attention to technical innovatio
or importation of new productio
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aes with the result that technicians
wceived no preferential treatment.
1 fact, many officials with no busi-
sssor technical knowledge and
ianagerial skills were appointed as
irectors of state-run companies,
yerefore their business performance
“as poor and intellectuals found no
aances to use their abilities and win
- romotion.
~ ... to economic and administrative re-
rms
~ Since the middle of the 1980s,
“conomic reform has been carried out
‘tep by step. The exchange rate of
"NP18 to one US dollar or one rouble
till existed de jure, but in fact, ex-
orters were under obligation to sell
nly 20% of foreign exchange they
arned to banks and used the rest to
mport consumer goods and sell them
n black market. This measure has
necouraged exportation. Depending
! n the application of a floating ex-
hange rate system, Vietnam balance
| ftrade was in equilibrum in the early
.990s when Russian aid came to an
nd. The Government recognized the
parket mechanism and the existence
if different economic sectors. The
ypen-door policy was adopted and for-
sign  investment was welcomed.
Tarmers were liberated from coopera-
ives, land and agricultural machines
| were returned to farmers and they
| were allowed to sell their products in
| the free market. In short, the open-
| loor policy has liberated productive
‘orces and encouraged all economic
| sectors and industries to develop.
The content of the economic re-
form which recognized a multi-sector
sconomy and a fair competition in the
market mechanism should run in par-
allel with a broad administrative re-
| form. The market economy forced
. state-run companies to face great
| challenges. These companies, without
| government subsidies, have to re-
place incompetent directors and
| make a lot of workers redundant in
order to survive.
Ownership of land and preducts
made has encouraged farmers to in-
| crease output. To sell at a high prices,
| they had to produce high-quality and
well processed rice. The quality be-
! came more important than the quan-
| tity because the quality determined
| prices and profits.
; The market economy forced eve-
- rybody to work hard and the compe-
tition required the administrative re-
form.
' In the labor market, the grey
matter started to regain its value.
| Technicians were paid well to produce
good of higher quality. Intellectuals
were appointed to high positions. The
i professionals started to go into busi-

ness. Foreign direct investment has
also increased the need for the grey
matter.

Law reform is considered as the
decisive factor. A series of laws was
promulgated (they dealed with for-
eign investment, land use right,
banking business, equitization of
state companies, bankruptey, forma-
tion of Administrative Courts, etc.)
because the legal infrastructure is a
precondition for economic reform.

To those who lost vested interest
because of reforms, the economic re-
form seems too fast, but many others
think it is too slow: for example, the
stock exchange hasn’t been organ-
ized, smuggling kept on developing,
corruption was widespread, compa-
nies were under no obligation to make
financial statements every year, a
much-needed clearing house hasn’t
come into being, etc.

3. Shortcomings of a market economy
and the need for a real socialist regime

At present, many people are dis-
cussing how to accelerate the eco-
nomic and administrative reforms.
However, developing the market
economy, we found that it contained
many shortcomings. The growth rate
of 8 or 9 percent in recent years was
due to the market economy, but just
because of it, imported goods have
flooded our market and put our infant
industries in a difficult situation. So
many people hoped that the economic
and administrative reforms should be
combined with the nationalist social-
ism in order to obtain high efficiency.

Among countries restoring inde-
pendence after the World War IT, only
a few became industrialized coun-
tries, the rest stayed developing coun-
tries for decades although they kept
on building the market economy. Ja-
pan is a typical example of economic
and administrative reforms in the
Third World. Japan has combined the
market economy, Western technology

and national traditions. The patriot-
ism also affected well their way of life
and work in the modern world. This
combination has helped Japan be-
come an economic power in spite of
its shortage of natural resources.

To carry out the economic and
administrative reforms more effec-
tively, I think that we must combine
these reforms with the socialist revo-
lution and the patriotism. Uncle Hé
is an excellent example of being
thrifty and honest. In the administra-
tive reform, why don’t we have strict
laws against corruption and smug-
gling according to the teachings of
Uncle H6? In economic reform, we
have made plan to build the North-
South high-voltage line and have
completed it in a record time because
we could concentrate all resources
(both human and materials, including
the administrative machinery) on
this work. Why can’t we concentrate
all our strength and forces on the
administrative reform? Why don’t we
focus all our resources on industriali-
zation and modernization in order to
produce high-tech products instead of
importing them every year? In war
time, the patriotism has produced a
lot of heroes, at present, why don’t we
change the patriotism into a mass
movement to produce and use locally-
made goods and reduce imports?

The market economy has no so-
cial or political features in itself, and
it has developed under different re-
gimes. So in order to carry out eco-
nomic and administrative reforms ef-
fectively, we should combine them
with a theory which can make an
upsurge of patriotism. Uncle H6 has
succeeded in combining the patriot-
ism and the socialism. So our reforms
must be combined with them, and
based on them in order to create a
mass movement to industrialize the
economy, to produce and consume lo-
cal goods only®
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