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forecasting require: (a)
data and information in the last five
years, especially the previous year,

of planning and
economic

needed  for  determining  the
development trend; (b) leading
indicator forecasts: this method is
used to predict future values of
economic variables from present
values of statistical indicators. For
example, from values of the GDP in
1995 (9.5%), 1996 (9.3%) and 1997
(9%), we can predict that the GDP
in 1998 will vary between 8.5% and
8.7%.

These forecasting methods as-
sume that historical relationships
that have existed in the past will
continue in the future. However the
human being always try to improve
their economic conditions. Both in-
dividuals and governments will try
to find out measures to overcome
shortcomings and exploit advan-
tages. That is why new plans are
made and carried out to obtain bet-
ter development. At macroeconomic
level, all of these factors will be
taken into consideration when plans
are being made with a view to ob-
taining better results. However, no
method can predict accurately unex-
pected circumstances such as natu-
ral disasters, economic crises or
political and military conflicts.

It’s difficult to predict Vietnam-
ese economic conditions in 1998 by
forecasting leading indicators be-
cause great adjustments will be
made to macroeconomic policies and
the Southeast Asian financial crisis

will keep on affecting regional
economies.

LLEADING INDICATOR FORE-
CASTS

The forecast of leading economic
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tourists and loans come from Asean
countries to Vietnam. The crisis will
cause these flows to decrease.

In addition, import of high-qual-
ity goods (or consumerism), smug-
gling, corruption and old style
macroeconomic management (fixed
exchange rate system, strict infla-
tion control and poor exchange con-
trol) make it difficult for Vietnam to
deal with this crisis.

Thus, the forecast of leading in-
dicators by extending their curves
shows us that 1998 is a difficult pe-
riod for Vietnam: the GDP will be
some 8%, the trade gap will be
US$2 billion, foreign debt increases
US$15 billion, spending power be-
comes lower, price of rice in the
Mekong Delta reaches
VND1,500/Kg, industrial output in-
creases by 12-13%, local companies

ESTIMATE OF
VIETNAMESE
ECONOMIC
CONDITIONS
IN 1998

indicators shows that the Vietnam-
ese economy in 1998 seems rather
pessimistic. The GDP will vary be-
tween 8.5% to 8.7% if we succeed in
preventing bad effects caused by the
Thai economic crisis. Such a crisis
usually lasts for several years before
a new period of development comes.
Up to now, this crisis keeps on
spreading and shows no sign of
stopping. In 1998, it is our highest
hope that this crisis will be limited
but there is no prospect of a high
growth rate for Asean economies.
Vietnam could be affected by this
crisis because of the following rea-
sons:

-Thailand and other Asean coun-
tries, like Vietnam, are exporters of
agricultural products. When their
currencies are devaluated, their ex-
ports become cheaper and more
competitive than Vietnam’s exports.

-A lot of flows of investments,
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lose more market shares to foreign
rivals, ete.

IILDEMAND FOR NEW MACROE-
CONOMIC POLICIES

The Thai economic crisis and
present conditions in Vietnam force
the Vietnam's central bank and
companies to change their strate-
gies and development plans. The
problem now is how to change or in-
novate them.

a.The conservatives advise re-
forming them gradually and care-
fully as what was done in 1997:
devaluating the domestic currency a
little, allowing 12 items banned
some months earlier to be imported
again, keeping the inflation rate
rather low, etc.

b.Some others suggest radical
reforms:

-Reducing import of high-quality
goods as suggested by Bd Muoi, the



VCP Secretary-General, in order to
secure capital for the industrializa-
tion programs.

In 1998, at least US$11 billion
will be spent on imports, if 4 or 5
billion of this sum will be used for
importing new production lines or
technologies, many projects as large
as Hoa Binh and Tri An hydropower
plants of the 1980s will be com-
pleted.

-Issuing more bank notes in or-
der to finance industrial projects as
suggested by Nguy@n Vin Linh, the
ex-Secretary-General of the VCP,
according to the Keynesian theory.

In the Ngédn Hang Magazine,
November issue, published by the
State Bank, an article written by
Nguyén Son Tung supported this so-
lution. Because
since 1991 the
State Bank has
insisted on using
the fixed ex-
change rate to
control the infla-
tion rate, so we
can hope that
new banking
policies  will be
adopted next year
after this solution
is carried in a
publication of the
State Bank.

In recent
years, the produc-
tion capacity has
been raised: the
total installed ca-
pacity in 1997 al-
lows local
factories to produce 1.7 million ton-
nes of steel and 10 million tonnes of
cement, but only a half of these
amounts was produced because of a
limited market. In 1997 the
maricultural production ran down:
coastal fisheries didn’t yield well,
shrimp farming was affected by dis-
eases. Thanks to help from the
State Banlk, the Ministry of Maricul-
ture could build and sell fishing
boats on installment plans to fisher-
men to help them develop deep sea
fishing. This program allowed the
Ministry of Mariculture to increase
export of maricultural products in
1997.

This credit polioy and the pro-
gram to supply loan to development
projects is a good way to encourage
local production, struggle against
crisis and create new jobs. Thus,
each ministry had Dbetter make
highly feasible development plans
and ask the State Bank for needed
capital. If these plans are profitable
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enough, the State Bank will be cer-
tainly ready to supply loan as re-
quired.

1. Cooperation between banking,
planning, foreign trade and cus-
toms authorities

The Japanese MITI has suc-
ceeded in cooperating with banking,
planning and customs authorities.
The MITI sets forth new develop-
ment plans each year and sents
them to companies and other

authorities for opinions. After that,
the central bank will supply money
needed for importing raw materials
and foreign trade will grant import
licenses.

Vietnam, on the contrary, lacks
such cooperation. While other minis-

tries make plans to build paper
mills, bicyele factories, diesel engine
factories or help farmers to keep
cows, the Ministry of Trade grants
licenses to import paper, diesels and
milk. In addition, the police fail to
prevent flows of smuggled goods
with the result that newly built fac-
tories are glutted with finished
goods and suffer great losses; for-
eign debt becomes heavier and the
unemployment rate higher.

Thus, the Ministry of planning
and Investment had better cooper-
ate with foreign trade, banking and
customs authorities to solve this
problem by adopting a more flexible
exchange rate system, controlling
import of goods that can be made lo-
cally and starting a more aggressive
campaign against smuggling.

2. Replacing long-term projects
with medium-term ones

Because of a shortage of capital,
we had better choose medium-term

ijects that can yield profit quick-
ier.

In recent years, many profitable
and labor-intensive projects have
been carried out, such as the North-
South power line (two years) and
the gas pipeline from offshore oil
rigs (one year). In 1997, a VNDP130-
billion canal connecting flood plains
and the Thai Gulf large-scale
shrimp farms and tissue-cultured
banana plantations were built. Be-
sides these projects, there are many
long-term ones are being carried
out, such as 700,000 hectares of rub-
ber trees, industrial parks in Son
La, Dung Quit and Chin Miy, and
the Trudng Son Highway. However,
as said above, we had better give
priority to short-term and quickly
profit-yielding  pro-
jects such as indus-
trial parks and ports
~in  HCMC, Ving
- Tau-Ba Ria, Cam
~ Ranh, Cin Tho (in
- the South) and Cdi
- Lan (in the North)
~ because these prov-
- inces have great po-
. tentials for
 development. When
' these projects are
completed, we can
start long-term ones

in  remote areas
~ where there is al-
most no infrastruc-
~ ture. With such a
policy, we can make
the best use of our
- limited source capi-
tal.

3. Preferential treatment to intel-
lectuals

Apparently, we should innovate
our macroeconomic policies. We
won't be able to deal with difficul-
ties and many problems left un-
solved since 1996 if we stick to old
policies (controlling the inflation
and exchange rate too strictly, im-
porting too many high-quality con-
sumer goods, ete.), however, this
reform can’t be made by any indi-
vidual. It requires a joint effort of
scientists, all ministries and govern-
mental bodies. The Government and
the VCP have a lot of experience of
joining intellectuals together for
common purposes. Many leaders
and experts have given voice to this
reform. Studying and developing
their opinions is necessary for us to
carry out successfully the industri-
alization and modernization pro-
gram in 1998.=
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