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Technical Notes

The quality of any assessment of the overall performamce
of the national ecomomy of the Socialist Republic of Viet-
nam (SRV) amd its sectoral compcmemts is severely impaired
by various comstraimts:

1. As to the compilation of matiomal accoumts, the growth
patterms of the imdustrial, agricultural and tertiary sectors
and the comncormitamt structural chamges of the €COROMmMy, RO
systexzatic survey has beem published fcr the neriod zfter
1978-79. This holds true for Westerm amalysts as well as

for Soviet researchers om Vietnamese affairs,

2. Due to various reasoms recemt data (after 1978) released
by official amd semi-official Vietmamese sources do not
really permit a comsistemt amd comprehemsive review of
major developmemnt trewds over the last five yjears,

- with réhrd to the macro-ecomomic level the statistical
figures published by Vietmamese sources generally refer to
relative growth data (percemtages or statememts such as
"three and half times"). Omly exceptiomally are they pre-
sented im absolute terms, Besides, the figures usually
cannot hbe made compatible as they are frequeatly based ca
differemt referemce years the memtiom of which is primarily
be determimed by political amd other mom-ecomomic events,

- the above-mentiomed difficulties in evaluing Vietnamese
ecomomic affairs are further aggravated by major problems
of defimition, Imn mamy cases i% is mot feasible to estab-
lish what the respective terms exactly mean,

= apart from that there exist specific umcertaimties in
comparimg the "real level” of performamce of Vietna. 's
ecomony with other developimg ecomomies. Price policies




have been determimed by domestic political factors, Thus
price relatioms substamtially deviate from imtermatiomal
terms of trade, Output values for imdustry, im particular
for heavy imdustry temd %o be overstated whereas those of
agriculturgmﬁxderstated.

- finally mo adequate solutiom has beem foumd regardinmg
the comversiom of value figures im Vietmamege curreacy
(Domg) imto US dollars. The moss meamimgful method (re-
calculaticm of Vietnamese prices om the basis of imter-
matiomal dollar prices) cammot be applied as sufficient
imformation om Vietmamese pricimg is mo% available,

The afore-said comstrainmts imply of mecessity that amy
relevaat evaluatiom of development temdemcies amd patteras
of the SRV's matioral ecomomy at most reachgthe quality

of rough approximatioms which are best described as
"guesstirates",




T Demographic Aspects

Country Data

Land Area: 329 600 &q km

Population (Estimates)

- Size: 58,8 mm im 1984

- Demsity: 178.,4 imhabitants per sq km

- Growth Rate: 2.1% (anmmual average 1980-84)

- Labour Force: "gbout 27 milliom" im 1984

- Rural-Urbam Distr,: 78.66 - 21.4%

- Age Groups: 45% fifteem years amd under,
4,8% sixty-five years amd up

- Life expectancy: 53.5 rale, 56.7 ferale

Sources: Owm calculatioas based om

R 1. The Ecoromic Imtelligence Umit, Quarterl
Ecomomic Review (henceforth QER)of Imdochina:
Vietnam, Laos, Cambodia, Amnual Supplerment
19&.

2, Stewart E, Fraser, "Vietnam's Fopulationm:
Curreat Notes", im Ccmtemporary Southeast
Asia, Jume 1984, pp, 70-87,

3, Vietnam Courier, 10, 1983, pp. 27-28 (SVR
publication In English)

Recent demographic projectioms from Vietmam imdicate shas
the country's population is %0 reach "about 60 milliom" inm
the course of 1985, It is maimtaimed %hat the populaticm
grows at a rate of matural imcrease of 1,9%-2.0%. Details
OR %hese projectioms are difficult to be obsaimed., It is
said that ¥hey are based om the most receat cemsus comducted
in Ocsober 1979 (release of figures im April 1980), The
ceasus revealed a growth rate of 2,66 for the late 1970s.
Since then t¥he authorisies are said to have stepped up
campaigrs for implememting matiom-wide family planning
programmes, However, due to the shors time-spam and the
limited material scope of the programmes the targeted de-
crease %o 1.9%-2.9% must be treated with reservation,




Quotaticnm:

"The birth comtrol campaigm has mot beem comducted
widely, A mumber of localities kave mot paid
adequate attemtsion to it.”»

(VFF Family Plammimg Mobiliszatiom Comferemce of
April 1983)

This means that comtrary to official statements the Viet-
Ramése popula¥iom may well have increased to 61-62 millicm
by 1985, Per capita estirates must thus be regarded with
correspording "deferemce”,

Based on the curreas official growth rate the SRV will have
to sustain a populatiom of more %hanm 95 millicm in the year
2 000, The govermcent's loag-term target is to achievye a
population size of about 75 milliom by 2 000, The actual
future size will probably lie somewhere btetweem those two
figures, As the Vietnamese agriculture is characterized by
substantial umnderemployment employmemt policies will have
to provide employment opportumities outside of agriculture
proper, With regard to the growimg size of the problem
curreat attempts at diversifying the rural ecOomonmy are
evidently insufficient,

The overwhelmimgly rural pPopulation of Vietmam temds %o be
comcentrated im a few major rice-growimg lowland aress,

The most densely populated agricultural cemtres exhibit
pPopulation demsities of 14 000-1 500 per sq km, The useven
distribution has led to the implementation of comrtimuous
resettlement drives over the last five years, But the econ-
omic success of the resettlement centres (New Ecomomic Zones)
im supplyimg the Plamned food and agricultural surplus has
been more tham limited, Under purely ecomomic comsiderations
the resettlement programmes are mot ratiomal, They comstitute
areas which cam be opened up for cultivation Only after
comprehemsive prior overhead investment programmes, Those




areas which cam be settled merely by peasamt labour and
imputs of "farm resources" have simce lomg beem overpop-
ulated., As, for example, Chima has proved simce 1978, it

is far more meamimgful to allocate the scarce resources

to the traditiomal cemtres of cultivatiom im order to
imcrease area yielés and to improve the processing of
agricultural products, This presupposes the accelerated
expamnsion of agrc-oriemted light imdustries amd of those
Reavy imdustrial bramches which are the main suppliers of
imdustrial imputs for agriculture., Vertal recogrnition has
been lent to such a patternm ("apply to the practical situat-
ica of our coumtry the lime of 'givimg priority to the
ratioral development of heavy industry om the tasis of
developing agriculture and light imdustry" im order to
build an agroc-imdustrial structure"), but practical imvest-
meat policies remaim imcomsistemt or evem rum coumter to
the theoretical "limew,

Parallel to the rural-urbam breakdcwm of the overzll pop-
ulation the estimated labour force displays the following
composition: (1982)

Total Labour Pcrce: 24,5 mR; thereof agriculture 17.4 mn
(71%), imdustry 3.4 ma (14%), rerainder 3,7 mm (15%).

Source: Far Easterm Ecomomic Review, Asia 1984 Yearbook,
pPp. 6-9.

The QER (Amaual Supplement 1984, p, 7) lists the following
figures for 1982:

Total Labour Porce 25,2 mm; thereof sgriculture 18,4 mn
(73.0%), imdustry amd comstructiom 3.0 ma (11.9%), zervices
1.0 mn

(4.0%), remainder including military 2.8 mn (11.1%) .




Out of the total labour force less tham 10% are curreatly
employed by private emterprises,

lar targets emvisage for the mext decade that abcut ome
third of the total labour force is evemtually to be employed
im agricultural amd imdustrial export productiom. Im order
to achieve this aim the trainimg lsvel of the labour force
would kave comsiderably to be imcreased, At presemt omly
1.7 milliom of the total workforce (6.%) comprise skilled
workers, teckhmiciams amd otkher categories of perscmarel with
advanced traimimg, Up to now imvestmemt im gemeral educatiom
as well as im imstitutiosrs of professiomal traimimg has
been lagging whem compared with the requiremeats of rapid
RCR-agricultural peguirezeats, o{e_\le,(-s")nhmt,

In 1980 12.1 millicm pupils received elementary schoolimg

(4 years) whereas caly 2.2 milliom were secocrdary school
students (6-8 years of schoolimg). 146 000 studemts atiended
imstituticas of tertiary learnimg and 133 000 were emrolled
in techmical schools, (Vietmam News Agency VNA, im EEC,
SWB, March 24, 1982) Simce them tre educatiomal syster Fras

siightly expanded, but mot to the extemt required by the
above-listed targets,
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JL.. Macro-Economic Trends

Selected Basic imdicators (Estimates)

Gross Natiomal Frcduct 9.0 bm USE im 1582
Fer Capita Imcome 160 UsS3 im 1982
Agriculture as % GNP 45

Industry as % GNP 26

Source: Far Easterm Ecomomic Review, Asia 1984 Yearbook,
Pp. 6"9 .

1980 1961 1982 1983

Gross Value of

Industrial Cutput E.2 8.6 10.4 12,1
Gross Value of
Agricult., Output 76 7.9 8.5 8.9

Combimed Gross Value
of Agric. amd Ind,
Output 15.8 16.5 18.9 21.0

Source: QER, Ammual Supplemenrt 1984, p, 8, and QER,
0. 4, 1983,

As Ras been stated above, aggregate data which permit some
reasorable assessmeat of matiomal imcome and other matiomal
accoumts figures are mot sufficiemtly available, OECD estir-
ates have con€gto a "real product per caput” approximating
170 US3 im 1980, This would represemt 9,12 ba USE in
absolute terms, Based om relative Vietmamese growth figures
for the coumtry's matiomal imcome, the 1983-product would
thus kave amounrted to about 11,5 ba USE and to about 200 Us3
per head of the populatiom., These figures eppear too low,

If it were feasible to recalculate the SRV's matiomal
product om the basis of imtermatiomal prices and price
relations, it would probably ke equivalemt to 18-21 bm

USS (at curremt prices) amd 300-350 USS per head of the

population im 1983-84, The reagon for this "guesstimate”
will be givem below,




In comtrast to the above estimates by GER and Asia Yearbook
my owm estirates come to the followimg orders of magmitude:

Natiomal Imcomet 1983 33,4 bm 1975-Dong
8.54 bm 1975-Us%

Per Capita NI* 1983 148 1975-US3

Gross Domestic

Froduct 1983 37.4 bm 1975-Dong
9.57 ba 1975-USg

Per Capita GDP 1983 166 1575-USS

These estimrates have beex arrived at by the followimg steps
and uvmder the followimg assumptionrs:

1. In order to comvert "gross value of imdustrial output"
(GVIO) anmd "gross value of agricultural output” (GVAO) imto
"met value" (Westerm term "value adéed”), aet ratios of 0.35
(imdustry) amd 0.65 (agriculture) have been applied, These
ratios have beea valid for Chinma's ecomomy im the mid-1970s.
As mo Vietmamese ratio figures are available, the applicat-
ion of the Chimese ratios seems to be reasomable, especially
since the "productive” set-up and the structures of the
SRV's ecomomy of today closely resemble those of China ten
years ago,

2, Starting from the QER 1980 GVIO figure (8,2 btm Domng) amd
from data from Vietmamese sources which reported am annual
average of imdustrial growth of 11.8% inm 1981-83, the 1983
GVIO would amoumt to 11.45 bm Domg., (Radio Hamoi, im BBC,
SWB, Jam, 4, 1984) Am altermative calculatiom starts from

an overall imcrease im GVIO** by 25% im 1978-83, (Radio
Hamoi, im BBC SWB, March 2, 1984)

‘1ir+ "Imdustry"” defimed as comprising mining, manufacturing,

comstructiom, local small-scale imdustries and hanrdicraft
+‘éocialist comcept of matiomal imcome, i.e, sO-called
net matiomal material product




Based om the 1978 QER figure of 9.5 bm Domg cme arrives

at 11.88 ba Dong for 1983,

%, The respective met values (value added) of imdustrisl
output come to 4,01 amd 4,16 bm Dcmg, the met share:-bf
imdustry im matiomal imcome is reported to be 37,% (1983).
(VNA im Emglish Nov. 18, 1983) The SRV's maticmal imcome
would thus kave amoumted to 10,69 bm Dcamg or 11,00 btm Donmg,
respectively,

4, The combimed gross value of imdustrial amd agricultural
output is reported to have growm by altogether 30% im 1980-83,
(Radio Famoi, im BBC, SWB, March 2, 1984) Startimg from the
1980 gross figures givem by QER and comverting them imto
met figures ome arrives at a combimed net value of 10,23
ba Dcmg for 1983,

5o Agricultural met value (value added) can be calculated
by deducting the imdustrial value added from the corbimed
met value, This leads to 6.,07-6.22 bm Dcmg for 1983, The
relative share of agriculture im matiomal imcome would

thus come to S54,%-58.2%,

6e 1f the above assumptioms sre correct, the skhare in
matiomal imcome of the "productiom-oriemted” segmemt of

the tertiary sector would comprise merely 4.3 -8.2%, Such

a low share does mot seem to be plausible, Ca the other
Rand it must be moted that a substamtial part of tertiary
sector activities has beem comducted by private eater-
prise amd persoms avoidimg comtrol by the state. If one
takes the Chinese economy of the mid-1970s as a yardstick,
the actual share of the tertiary sector ("productiom-
oriemted"part omly) probably comes to about 25-27%, thus
imcreasing the natiomal imcome figure to about 13.2 ba Dong,
Chimese ecomomists who recalculated their country's mationsl
imcome according to Westerm GDP methods recorded a differ-
ence of 12% im favour of GDP. This percemtage would lead

to a GDP figure of about 14,8 bm Doag for Vietmam in 1983,




7. The above Domg-figures have beem compiled at 1970-prices.
The deflator 1975 beimg estirated at 2.53, Vietram's 1583
GDP comes to 37.4 bm 197S5-Domg, Im the same year the UN
coaversiom rate btetween Domg amd US3 was 3,91:1, thus re-
flecting a 1983 GDP of 9,57 bm 1975-UST and 166 1975-USS
per head of tke populatiom, respectvively,

The above process of estimatiom is of mecessity crude amd
possibly mot devoid of errors, but due to the fact that
mcest informatiom om macro-ecomomic developments im Vietmam
is of little value, there does mot exist a more refimed
way. However, if the above GDP estimate im 1975-US3 approx-
imates the reality of the Vietramese ecomomy, $he SRV's
curreat GDP level at curremt dollar prices must roughly be
twice the sirze, thus amoumtimg to the above-memtiomed

per capita prcduct of about 300-350 US§. Im spite of all
these umcertaimties, ome fact seems to bte clear., The SRV be-
lomgs to the low-imcome ecomomies and there is mot much
prospect that it will rise to the level of the lower-middle
imcom= ecomomies im the Yoreseeable future,

In 1984 plam targets for imdustrial amd agricultural output
anticipated growth rates of 9,5 amd 7.0%. Actual figures
have mot yet beem published, but varicus critical reports

indicate that the eccmimy rerained clearly behind the targeied

growtkh, Graim producticm, the main agricultural component,
almost stagmated at 17.1-17.2 mn nmt. In per capita terms it
decreased to about 290 kg. 300 kg per head of the populatiom
is the level which the Vietmamese authorities themselves
have described as the "border betweea food sufficiency and
starvation”, The imdustrial progress was Rampered by the
refapearance of najor bottlemecks im the supply of emergy,
raw raterials and spare parts, The "utilisation rate of
meckanical equipment"came to mo more than 50%. Complaints
were voiced om the reemergemnce of such phemomena as "scatter-
img, duplicatiom amd divisiom", National investrent was
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described as displayimg "low labour productivity, bad

project quality amd low efficiemcy", The ecomomy was

characterirzed by a "dispersed imvestmeat situatiom",

After "imitially succeeding im checking the recessionm
of 1979-80" mew comstraimts have tecore apparent. The
impact of these comstraints om the ecomomy as a whole
ard on the imdustiry im particular forcea the plamaiag

authorities to scale down the 1985 plam targets.

Selected 1985 Plam Targets

Combimed GV of Agric. amd Imd. Output 6.5%
GVIO 6.7% (Plam 1584 9.%%)
Investment 0.0% (Plam 1584 21,4%)
Trarsport im tomnes 7.0% (Flam 1984 11,04)
in t/km 3,00 (Plam 1984 7,0%)
Export 1,05 (Plar 1984 22,0%)
Expamsion of cultivated
area for cash crops 38.0% (Plam 1984 12,0%)
Coal 14,04 (Plan 1984 8,0%)
Timber 6.0% -
Electricity 9.0% (Plam 1584 12.0%)
Cement 12.7% (Plam 1984 46,0%)
Textiles 9.0% (Plam 1984 23%,0%)
Paper 12,0% (Plam 1984 26,0%)
Refined Sugar 12.0% (Plam 1984 35,0%)
Food procurement by state 2. % -
Source: Vietmam Courier (SRV publicatiom im Emglish), No.2,

1984, pp. 4-7 and VNA in Emglish, Dec. 31

y 1984,




2.

jﬂ[_ . Industrial Development

Deviating from the Westerm classificatiom the SRV's over-
all imdustrial productiom is divided irto Group A "keavy
industry"” and Group B "light industry". This classificsation
is to some substantial degree, but mot completely coterminous
with "capital goods" amd "consumer goods iniustr%y“. Group A
im turn is subdivided imto AI (productiom of capital goods
for capital goods irdustry) amd AII (productiom of capital
goods for comsumer gocds imdustry). Group B is subéivided
into imdustries tased om processimg agricultural prirzary
commodities amd imdustries usimg other raw raterials,
Further subdivisio;fé%fgﬁies, departozents and subdepariments,
As far as can be ascertaired industrial productiom - as
reasured by GVIO - includes miming, ranufacturing by the
state sector, manufacturimg by collective umits (mostly
local small-scale imdustries), construction, handicraft

and timber production,

"Heavy imdustry" encompasses cining, metallurgy, coal
imdustry, crude oil/matural gas, mom-metallic mimerals
imdustries, machinery imdustry, chemical imdustry, electric
power, buildimg materials amd timber production,

Metallurgy (imcludimg the mynufacture of irom and steel
products, the minimg sector which provides the respective
raw raterials, the attemdamt mamufacture of irom and steel,
the smeltimg of mom-ferrous metals ard the machinery imdustry)
Ras up to mow beem central to Vietnam's heavy imdustry,

The machimery imdustry im particular would represent a very
high skare of total imdustrial productiom if that total

were confimed to manufacturimg,

The differemt classification of Vietmam's industrial

ecomomy leads to certaim problems in comparimg value data

om imdustrial output amd data om the relative shares of
single imdustrial sectors with figures for other developing
ecomomies without prior redefinition, Further difficulties




arise simce the SRV's imdustrial classificatiom also

depends on the use rade of the products. The same product
Camr be counted umder heavy imdustry if it is used for pro-
duction purposes and umder light imdustry if used for com-
sumption, Such chemical products as raints, PRarmaceuticals,
syrthetic detergemts etc, are zlassified as light imdustrial
products whereas cemeat and glass comstitute heavy imdustrial
products, Imn comtrast to the two-tier sector and product-
use method im productiom, imvestment is classified solely
by secotrs amd bramches, This means that part of imvestrxent
in keavy irdustry actually comstitutes light imdustrial
investment amd vice versa, Calculations of labour productiv-
ity, investmemt cost per urit of labour or per umit of pro-
duction etc. are thus made correspondimgly probleratic,

If cme were to reclassify the Vietnamese industry according
to imtermatiomal classification standards various light
industrial branches and/or departmeats wculd be tram: ferred
to the heavy imdustrial sector and vice versa, Lacking suf-
ficient imformatiom om the subject, such a reclassification
carmot be attempted. As a rule it cam, however, be main-
taimed that the SRV classification makes the country's
light imdustry excessively comprehemsive and that when based
or intermatiomal stamdards Vietram's heavy imdustry would
become ever more prepomdergnt,
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As measured by GVIO figures tke rate of imcrease im
Vietram's imdustrial prcductiom averaged O.6% im 1976-80
and 11.8¢ im 1G681-83, (VNA im Bnglich, Jam. 6, 1984)
Planned growth of the imdustry im 1984 was to be 9.5,
Actual imcrease came to probtably mo more tham 5%, Growth
in value added terms must have beem evem lower as due to
uneven growth patterms (plars for a variety of vital pro-
ducts such as ccal, cash crops for light imdustry, trans-
port etc. mot fulfilled) did not but lead to the "padding"
of imvemtories, The average growth rates for the medium-
term periods do mct reflect the highly erratic mature of
industrial grewth over the last decade, Froductiom im-
creased by 16% im 197€-78, them declimned by the same
figure in 1979-80, rose agaim by almost 40% till 1983

and curreatly witmesses am imcicive levelling off. The
question is what the rates of imcrezse as well as the
uneverness of the growth patterm as reflected by the
statistics really xean,

First of all, the GVIO figures temd to overstate the real
imdustrial performamce, This is amonrg others made evident
by comparimg met growth amd gross imcrease. The combinmed
gross value of imdustry amd agriculture, for example, grew
by altogether 30% im the years of 1980~-83, whereas the

Ret increase of maticmal imcome came to mo more than 2%,
(Radio Hamoi, March 2, 1984) The gross-met differemtial
origimated maimly from the imdustrial sector as is im-
directly evidenced by data om industrial labour productivity,
The latter is purported to kave imcreased by merely 8.1%
over the period of 1980-83, Being defined as amnmual GVIO
per employee of the imdustrial sector, it stamds to reasom
that im value added terms imdustrial labour productivity
must Rave beem mea¥ stagnation, if not retrogressive,




The iadustrial growth patterm is representative of the

stage of "extemsive reproduction”, Im part the differemtial
between met ard gross imcreasescam be explaimed by the
inclusiom of rejects, umfimished products amd imvemtory iam
gross output figures, A lack of comcera for the meed to
economize Ras also cortributed to inflatimg the gross

figures because large amoumts of imtermediate goods are

used up im productionm,

Furthermore, there is comsiderzble reasom evem to doubt

the lower met figures, The very low rate of operatiom of
imdustrial productiom facilities (1983 50%, Radio Hanoi,

Jam, 11, 1984, in BBC, SWB, Jam, 25, 1984) carmot really be
recomciled with the reported amnual growth rates approxim-
ating the double-digit level., Apart from that the scattered
statistics show that it is usually the same sectors which
tend to overfulfil plam targets whereas again the same sectors
frequently do mot achieve their stipulated objectives, These
opposing temdercies result of mecessity im grave structural
intslances amd problems of excessive imventories, The intra-
imdustrial productiom structures have meither been adequate-
ly adjusted to each other, mor to the deramd structure of the
country as a whole, The results are a relatively substamtial
share of waste producticm im imdustry (termed "water conteat")
and recurrent slow-dowms of production,

Quotationm:

"Gemerally speakimg, the ecomomic structure amd productiona
are still beimg only slowly resaranged and reorgamised, This
hRas prolomged the situation of scattering, duplication

and divisiom wkich leads to the fragmemntation of capital,
equipment items, machimnery amd raw and other naterials,,,

At a time whenm the ecomomy is still rife with inbalances

and when it is difficult to procure raw and other materials
c.oquite a mumber of new primary imstgllatioms have been




establisked, including, seme which are turminmg out products
from raw materials Eiat are curreatly im critically short
supply. As a result, only part of the equipment output is
used,” (Nham Dan Commenmtary of Aug. 7, 1984, im BBC, SWB,
Aag. 13, 1984)

Takimg the summary effect of tkhe above factors imto account
and recomsidering the specific SRV price structures (in
particular the relatively high prices for Resvy industrisl
products), it can be rmaimtaimed that the level of imdustrial
performamce - as compared with intermatiomsl standarés -
did mot sufpass the estirated 1983 figure of 4.01-4.16 bn
Domg or 2,6-2.7 bm 1975-USS, respectively, The industry's
skare in the estimated GDP figure of 9.57 ba 1975-US would
thus amount to at most 27%-28%, Taking, for example, China's
industrial breakdown by sectors of the nid-1970s as a re-
ference base, the share of parufacturing im Vietrnam's GDP
would approximate at most 16%-17%.

It kas to be repeated that the value added skhare of agri-
culture im Vietnam's GDP is clearly undervalued, If tais
share were recalculated om the basis of imtermational prices
it would certainly imcrease the country's GDP figure and
thereby simultameously decrease the industrial skare to less
thar 15%. Thus it camn be stated that the Vietragese dis-
tribution of GDP does not substantially deviate from that
of other low-income economies. The major deviatiom stems
from the disproportionally lopsided value added contribut-

iom of the heavy imdustrial sector to the imdustrial pro-
duction as a whole,




The SRV's statistical system compiles the statistics for the
values and quawtities of imdustrial productiom by sectors

on the basis of about 70-80 priority products. Urnfortunately,
mo more tkam ten to twelve of these items have been covered
by more or less comtimuous and comsistemt publicirzing of
figures whkereas figures for tke remainder have been rade
kmcwr at rarmdom or not at all,

Selected Imdicators of Industrial Output
1980 1981 1982 1983 1984

Electricity (bn kwh) 2,7 2.8 4,0 4,73% 4,93
Raw Ccal (zn mt) 5.3 6.0 - 6.5 6.35
Cemenat (mn mt) 0.64 0.54 0.79 0.93 1.36
Cloth (mm m) 175 158 220 260 302
Sugar (mm mt) 0.17 0.16 0.22 0.24 0.32
Timber (mm ¢cb m) - - - 1.85 2.0
Paper (1 000 t) - 42 - - -
Fertilizer (1 000 t) 313 273% - - -
Pig Irom (1 000 t) 28 13,6 - - -

{
Sources: 1580-82 QER, Amnual S;Pplement 1584, bfai,'Wirt-
sciaftslage im Vietnanf, Beilage zu dea Nfa, Oct.,
1683,
19€3-84 own calculations based on dispersed da-a
culled from Vietnamese sources,

Provided that ome adds the regularly published figures for
per capita graim productiom to the above-listed indicators,
the major econmomic problem areas amd comstraimts become im-~
plicitly clear: Supplying the raw materials, im particular
eénergy resources which are needed by the economy and covering
the basic meeds derand of the growing population,

The disparity in the growth of commodities covered by the
above imdicators mesms that coordination between raw materials
and energy production, basic materials production, assembly
and processing is still marked by substamtial difficulties,
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In fact, due to tae poor limkage betweem the various stages
of industrial production and due to the empkasis placed upom
industries with high energy consurptior, there has gradually
evolved what has beenm called a "bottleneck multiplier” im
the Vietnamese nom-agricultural economy, (W, Brus describes
the "bottleneck multiplier" as the opposite of Keynes's
multiplier, It indicsates bow shortages ard/or cuts inm one
sector spread to other sectors and reduce overall output,)

As to erergy productiom, coal output Eas redeclined im 1984
amd there is mot much prospect for adequate increases in
the mpedium-term future, Electricity gemeratiom has increassed
xainly because large-scale hydropower projects have been
rade operational, There is some further potemtial with re-
gard to the utilisatiorn of sraller-scale (local) hydro-
projects, Nometheless, electricity supply which im 1885

is short of the country's minimum meed by at least 1%

(BBC, SWB, FE/W1323/A/31, Jan. 30, 1585) will reraiam one

of the most critical elements, This holds especially true
because coal comstitutes the major primary energy resource
for 2lectricity gemeratiom, Up to mow the much publiciged
of fshore 0il exploratiom programmes have led to only very
podest results, The reclime im coal production is not pri-
marily due to a lack of deposits. Economically recoverable
reserves are estimated at about 130-150 mn nmt, Underinvest-
ment in opening new mimes and in grading up existing facil-
ities have led to the curreamt bottlerneck,

Similar imadequacies have largely contributed to correspond-
img bottlenecks in the supply of other vital raw materials,
The state of geological surveying is grossly underdeveloped,
Up to now only 5% of the mationmal territory have been cover-
ed, (Vietnam Courier, No, 5, 1983, pp, 15-17) Nonetheless,
economically exploitable deposits of ferrous metals (ironm,
chromium, titanium and marganese) have since some time been
discovered., The same holds true for ROR-ferrous metals such
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as copper, nickel, lead, rimc and importamt reserves of
bauxite. Copper deposits are large, Those of otker nom-

ferrous metals are small to mediuk-size,

In comtrast to the critical situatiom in the supply of erergy
and metals, the supply amd deramd balance far basic needs
commodities seems to have improved simce 1979-80, The uptura
in productiom has beem the direct result of the agricultural
reform programmes wkich reduced stace control over the prod-
uctive activities of the peasant population, It appears,
Rowever, as though the upswing has commemced to level off
agaim, The main reasom is that capital constructiom imvest-
ment in the light imdustry branches has been insufficient.
Especially the growth of production of durable consumer
goods kas not met the imcrease im rural purckasimng power
resulting from moumtinmg agricultural household outputs,
Inflation started to soar to the upper range of double-
digit figures. (1984 estimate - imcrease in consurer goods
prices of about 70%)

Selected growth figures for zajor comsumer goods imdustries
show that the imitial upswing kas lost much of its momentum
over the last two years, Im order to achieve a long-term
supply and demand balance, a considerable redistribution

of imvestment resources seers to be unavoidable,

Growth figures for selected consumer goods industries:

Coxsumer goods industries (total) 1982-83 194 - 10%
Textiles/Clothing 1983 164

Food imdustry 1983-84 1% - 8,%

Sources: VNA im English, Jan, 25, 1984; BBC, SWB FE/W4274/
T K/27, Jan. 25, 1984, 7' P




The food imndustry and textiles/clothing are the most
important light imdustries., Havimg achieved estimated

net values of productiom of each more tham 1.5 bm Domg
(gross value "over 10 billion Dong", BBC, SWB, FE/W1322/A/
29, Jan, 23, 1985) the two branches probably stard for
more tham three quarters of total light imdustrial value
added,

At current, about 704 of the overall consumer goods output
is produced by small-scsle imdustries and handicraft. Im
1982 the latter's skare had been 7¢%, (BBC! SWB, FE/W 1209/
A/28, Nov. 3, 1982; VNA in English, Jan, 25, 1985)

Part of the explanat;;; for the relative declime of small-
scale and kandicraft output cam be foumd in the above-
average imcrease of output of those light industries which
are mot as suited to small-scale production as food and
clothimg, To be mentiomed are amcmg others paper, glassware,
washing scap, metal household utemsils, erarelware etc,
But ome other constraimimg factaor seems to be that skall-
scale production has exhausted its potentials, Vietmamese
reports state that production is imcreasingly "mhampered

by fragmemtation amd lack of umiformity", Medium- amd
large-scale enterprises will have to boost their capacity
im order to balance the supply and derand situationm,

As to the relative share of light industry (consumer goods)
in total gross value of imdustrial output, a percentage of
63.6% (heavy imdustry 36.4%) Ras been released for the
year 1979, (Statistical Data of the SRV 1979, im Irene
Norluhi,"The Role of Imdustry im Vietnam's Development
Stratequ in Jourmal of Contemporary Asia, 1, 1984, pp,.
94-107, henceforth Norlumd.) Due to somewhat higher

growth rates over the last few years the light industrial
share probably has slightly imcreased. However, light
industries usually have orly low met ratios (0.18-0,22)
when compared with heavy imdustries (0.4-0.6)., Thus




the value added skhare of light imdustries in total in-

dustrial value adéed comes to at most ome Ralf,

As for the Reavy irdustrial sector selected figures show
the followimg growth pictures:

Metals amd engimeering imdustries 1982 13,4%, 1583 10, 0%
Engimeering amd electronics industry 1962 9,%

Chemical industry 1981-83 average of 10%
1984 23zt

Source: BBC, SWB, FE/W1323/A/31, Jan. %0 1985;
VNA 1m E;glish, Jar, 6,’1983. ’

—

These figures appear impressive, Nonetkeless, as other
keavy industry bramckes, in particular tasic industries

and mining did fare less well, the overall growth patterna
of the SRV's heavy industry remains incomsistent and uReven,
The same holds true for the transport amd communications
field whick over the last few years did mot fulfil its plan
targets, thus addimg to the spread of bottlemecks and

chronic shortages of hasic materizls,
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l}{ Investment Policy

Vietmam's investment policy, plarnning amd implerentationm
kave constituted the starting poimt for am ecomomic set-up
which can be called a "heavy-type economy surrounded by a
bicycle culture", The following defective mechanism has
been at work in the state's industrial developmemt policy:
High growth targets with umeven concentratiom upon the
rarufacturing segments of heavy imdustry - large project
scale - high rate of accumulatiom - low rate of consumption
arnd excessive use of equipmemt - retarded rate of imcrease
im national income,

A clearcut internatioral comparisom of rates of investment
is not possible because the SRV calculates investrment
differently tham in other countries, FPor the sake of ex-
pediency Westerm publicatioms temd to equate the Vietna-ese
"rate of accumulation" with gross-capital formation which
somewhat overstates Vietram's gross investment,

More relevamrt to assessing the investmeat distribution
pattern is the subdivision of the concept of accumulatioms
1. Capitsl construction investment (nearest wWestern term
fixed capital formatior) 2, Circulatiom funds,

Based om various mom-statistical reports the share of capital
constructiom in total accumulation can be assumed to come
to about 60%.

In 1982 capital construction ("construction-installation
value") amounted to almost 5.1 bn bong (BBC, SWB, Economic
Weekly, Febr. 16, 1983), Startimg from my own national
income anmd GDP estimates for the same year (about 30 bn Dong
and 33.5 bn Dong, respectively) ome arrives at percentages
of capital construction of about 17%-1%%., Total accumulation
(gross-capital formatiom) would therefore amoumt to slightly
over 28% and 2%, repsectively, This does not appear except-
ionzlly high when compared with other low-income countries,
However, strictly speakimg the above figures constitute




gross domestic saving and mot gross domestic investment,

External firancing of investment has to be added to im-
ternal savings, mainly transfers from the Soviet Union and
other CMEA countries. At present the foreign sh¢rn in total
capital construction can be estimated at about, 30% This
would mean tkRat total investment in capital constructlon
(fixed assets) actually comes to about 25% whick is equi-
valent to a share of fixed capital formatiom of 21%-22%
in GDP.

Capital construction is further subclassified into invest-
ment in "production-oriemted" fixed assets and "mom-pro-
duction~oriented” fixed assets (sc-called non-productive
part of the economy, science, education, administration,
health, social welfare institutions, urbam housing, public
passenger transport etc.).

FPigures for 1977-79 show (Norlumd, p., 99) that the skare of
"ncn~-production-oriented” imnvestment im total capital com-
struction investrert has been extremely low (10.9%-14.5%).
In contrast to that the share of fixed assets investment inm ‘
industry came to 31.%%-35.9%. Investmemt im the agricultural

sector which is supposed to be the "base" of national de-

veloprert amoumted to 26,.8%-29.5%.

Outwardly this proportiom does not appear umduly restréctive
especially simce investmert by the collective rural umits
themselves has to be added., But apart from muman labour

inputs collective investment is not very sizeable and con-

stitutes only a small fractiom of total agricultural imnvest-

zent, On the other hand, when compared with other low-imcome
ecomomies, overall taxation of agriculture seems to be

slightly lower. Nonetheless, due to the so-called "price

scissors” policy between agricultural products (artificially

low pricing) and imdustrial products (artificially high

pricing, im particular for capital goods) there takes place

a substantial met draim of resources from agriculture to
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the state-sector economy, The relative and absolute amount
of this draim can only be guessed, Whem, again, compared
with China's agriculture of the mid-1970s it may well re-
present 20-25% of the declared agricultural value added,

With regard to the industrial sector omne has to take into
accourt that the overwhelming share of foreigm resources

Ras beem channeled to tkis sector. If foreigm inputs are
added to the internal imvestment resources to which the above
figures refer, the acltal skare of industrial capital
construaction (fixed assets) is bourd to imcrease by a

large margin, It is safe to assume that the industrial
sector claims a share of 45%-50% of total fixed assets
investment of Vietram,

Under such circumstances the results of the SRV's imdustrial-
ization policy over the last decade are poor, Investment
plans didﬁot reach their stipulated targets mainly because
the rate of completicm of fixed assets investrent tended

to decrease (1981-83 91.4% of planned rate), Tke major
reason for this trend has beem the waldistribution of

fixed assets investment ( with regard to a low-income
ecoromy) which has led to an inappropriately high "invest-
ment coefficiemt" (roughly equivalent to the concept of
marginal capital output ratiog in the Feldran-Domar model),

A reliable estimate is not possible, but all the relevant
fact: poimt to a coefficient in the vicinity of 3,0. For the
sak. of comparisom one must mote that this corresponds to the
repsective ratios of imdustrialized countpies,

When viewed under considerations of economic efficiency

it is sertainly surprising that Vietnam's econony which

is evidently characterized by extreme scarcity of capital

and a high surplus of labour does not pursue am industrial-
ization policy which takes labour intesity much more into
account, Ome has to surmis€Cthat due to non-economic reasons
there is the following negative circle mechanism at work:
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High growth targets - high rate of fixed assets invest-
mert - disruptioer in supply of material resources - im-
talances betweer irdustries - comstruction delays and
imcreases im umit imvestment costs. As iong as there

does mot emsue a basic reoriemtatior im politico-ecomomic
thinking the prospects for sustaimed long-term improvement
of this state of affairs do not seem really promising,
Patchwork reforms of the 1979-82 scope will merely lead

to temporary results,
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\/ . Final Remarks

—_—

It is difficult to assess to what extent the Vietnamese
politico-ecomomic lezdership will eventually be prepared

to recognize the necessity of further ecomomic reforms

and of basic changes in developmemt priorities,

There are some sigms that the deterioratimg externmal
economy (external debt at end of 1984 about 6 bn USE,
thereof about 70% CMEA, debt service ratio "over 100%"

of exports, coamtimuous annual trade balance deficits etc.)
Ras forced at least some influential segmemts of the leader-
ship to recomsider more realistic short- to medium-term
measures, Apart from the transfer of human labour to

CMEA countries (about 60 000 workers) the followimg
measures have been given priority status:

1. Development of tourism, preconditiom is@ the improve-
ment of hotel facilities, transport and supply of water/
electricity, plan target 1985 1 mm tourist days.

2. Relaxation in the control of foreign remittances to
Vietnamese citizems, right of individual disposal except
"speculation®,

3. Promotion of direct foreigm imvestmemt based om the
"Regulations of foreigm investmemt in the SRV" of April
1977, joimt equity vemtures and purely foreign ventures

im case of export productiom; up to mow results have beenm
very modest,

4. Enhancement of the export structure, build-up of 25 so-
called "main export limes" and diversification of commodity
structure, weakaesses of export activity are lack of infor-
matiom, bad quality control, transport bottlemecks and im-
sufficiently diversified commodity structure as well as
inflexible foreigm trade organisation,

Provided that concrete steps will be undertakea, im particular
that investment in export production facilities will be im-
creased, there is some prospect for a limited change to the
better., Ultimately the success will, however, depend om

the overall implememtatiom of a development strategy which

is suited to the specific factor endowment of a low-income
econony, ‘ |






