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PREFACE

This Industrial Development Review is one of a series of country studies prepared by the Regional and
Country Studics Branch of the United Nations Industrial Development Organization (UNIDO).

The Reviews present brief factual and analytical surveys of industrial development in developing countries.
Such industry-specif.~ Reviews are in demand for a variety of purposes: to provide an information service
to relevant sections within UNIDO and other international organizations and aid agencics concerned with
technical assistance to industry; to be used as a reference source for financial organizations, public and
private industrial enterprises, and economic research institutes in developed and developing countries; and
to serve as a handy, useful information source for pclicy-makers in developing countries. The Reviews do
not represent in-depth industrial surveys. With an exclusive focus on industry they present information and
analyses on the broad spectrum of the industrial development process in the countrics concerned in a
condensed form.

The Reviews draw primarily on information and material available at UNIDO headquarters from national
and international sources as well as data contained in the UNIDO data base. Generally, the presentation
of up-to-datc information on subsectoral manufacturing trends is constrained by incomplete nz2tional data
on the industrial secior. To supplement cfforts under way in UNIDO to improve the data base and to
monitor industrial progress and changes on a regular basis, it is hoped that the relevant national authoritics
and institutions and other readers will provide comments and further information. Such response will greatly
assist in updating the Reviews.

This Review was prepared with the assistance of Sarwar Hobohm, UNIDO consultant, on the basis of
information available at end October 1990. The Review is divided into four Chapters. Chapter I assesses
the structure and recent development trends of the Vietnamese economy. The macroeconomic and industrial
policy environment is analyzed in Chapter 1. The following Chapter provides an overview of the
manufacturing sector in Viet Nam, and discusses such issues as the scale, location and ownership of industrial
production facilities in Viet Nam. The final Chapter IV examines individual industrial branches and attempts
to evaluate their prospects in the light of available resources, recent development in the industries concerned,
and the principal constraints facing these industries.

Annexed to this report are the Statistical Tables (Annex A) and information related to the investment
environment (Anne:: B) including the text of the foreign investment law of 1987. Annex B is accompanied
by two further small annexes comparing Viet Nam’s features as a favourable investment site with those of
the country’s competitors for investment funds. In addition, this Annex also contains a listing of potential
foreign investment projects drawn up by the Vietnamese trade authorities, as well as a listing of technical
assistance projects in which UNIDO plays a major role.
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EXPLANATORY NOTES

Regional classifications, trade classifications, and symbols used in the statistical tables of this report, unless
otherwise indicated, follow those adopted in the United Nations Statistical Yearbook.

Dates divided by a slash (1988/89) indicate a fiscal year or a crop year. Dates divided by a hyphen (1988-
1989) indicates the full period, including the beginning and the end years.

References to dollars ($) are to United States dollars unless otherwise stated.
Percentage may not add duc io rounding.
In Tables:

- Three dots (-..) indicate that data are not available or separately reported;
- A hyphen (-) indicates that the item is not applicable or the amoun? is negligible.

The following abbreviations arc used in this document:

BAD Bank for Agricultural Development

BCI Bank for Commerce and Industry

BFT Bank of Foreign Trade

BIC Bank for Investment and Construction

BIT Bank for Industry and Trade

CCs Commercial cane sugar

CMEA Council for Mutual Economic Assistance

CTC Cutting-threshing-curling

EIB Export-Import Bank

EPZs Export Processing Zones

FACR Foreign Assets Control Regulations

FAO Food and Agricultural Organization of the United Nations
GDP Gross domestic product

GNP Gross national product

IBEC International Bank for Economic Co-operation
IEEPA International Emergency Economic Powers Act
ILO Internat-onal Labour Organization

IMF International Monetary Fund

MAFI Ministry of Agriculture and Food Industry

MVA Manufacturing value added

NEZs New Economic Zones

OECD Organization for Economic Co-operation and Development
SBV State Bank of Viet Nam

SCCI State Committee for Co-operation and Investment
SIDA Swedish International Development Authority
SMis Small-/medium-scale industries

SPC State Planning Committee

TWEA Trading with the Enemy Act

UNDP United Nations Development Programme
UNSNA United Nations System of National Accounts

WIPO World Intellectual Property Osganization



BASIC INDICATORS 1
Macroeconomic indicators

Population (1989)
Employed labour force (1989)

Gross domestic product (1989)
(constant 1982 prices)

Nominal GDP per capita (1989)
Nominal GDP per capita (1989)
Nominal GDP per capita (1989)

Growth of GDP (percentage)
(besed on constant 1982 prices)

Distribution of gross materiat
product (percentage) (84.7
per cent of GOP 1963-1989)

International trade (1989)

a8) Convertible area
Exports
Imports
Trade bslance
Current account balance

b) MNon-convertible ares
Exports
Imports
Trade belance
Current account balance

External debt totsl (1988)
of which
non-convertible currencies
convertible currencies

Debt service (1988)
(As percentage of merchandise
exports)
a) Non-convertible area
Scheduled
Actusl

b) Convertible sres
Schedul ed
Actusl

General price index
Annual percentage change

Exchange rate

Arnusl average, dong per $
Officisl rate
Market rate (estimete)

TR TR TN

s o

.

64.4 million
28.8 mitlion
222.2 billion dong

310,422 dong
$73.9 official rate

$73.9 morket rate (estimate)

1964 1985 1986 1967 1968 1989
8.4 5.6 3.4 .5 5.8 2.4
1983 1989
Agriculture 45.0 61.1
Industry 21.8 26.3
Commerce 11.9 12.2
Transport snd
communication 1.5 1.5
Construction 2.4 2.2
Other 2.2 3.4
$976 million
$645 million
$331 million
-$196 million

844 million of transferable rubles
1,798 aillion of transferable rubles
-954 miilion of transferable rubles
-1,335 million of transferable rubles

$9,703 mitlion

$6,48% million
$3,219 million

81.2 per cent

63.8 per cent

390 per cent

31 per cent

1983 1984 1985 1986 1987 1988
49.5 64.9 91.6 487.2 301.3 308.2
1983 1986 1985 1986 1987 1988
10.4 11.2 100.0 14.0 80.0 270.0
150 150 350 250 1,000 4,500

4,
4,200




BASIC INDICATORS 11

Gross meterial product
in industry (1969)

(constant 1962 prices) : 54.0 billion dong
Industrial amployment H 1984 1989
2,685,000 3,367,000
Grouth of gross meterial : 1963 1964 1985 1986 1987 1968 1989
product in industry 6.7 12.0 12.4 4.5 13 3.9 -3.6
(percentage)
Composition of gross : 1983 1989
industrial production (percentage)
dy sector
Beavy industry 3%.1 28.9
Light industry 65.9 7.1
By type of msnagement
Central goverrment 35.1 33.0
Local goverrment 64.9 67.0
By industry
Food snd foodstuffs 26.9 28.2
Construction materisls, earthemmare, 21.6 16.8

porcelain, glassware, wood, forest
products, cellulose, poster and paper
industries

Weaving, lesther, sewing, dyeing, 16.9 17.7
printing and other cultural products
Machinery and engineering 13.3 15.8
Chemical industry 9.6 9.9
Energy, combustibles 6.5 5.7
Metallurgy 1.4 1.6
Other industries 3.5 4.3
Composition of exports (percentage) 1983 1987
Coal 4.8 1.4
Rubber 5.1 3.2
Tes 2.3 1.8
Coffee 0.9 3.2
Wood flooring 1.7 2.2
Marine products 10.2 12.8
Agricultural/forestry products 5.7 33.9
Handicrafts and light industry 49.3 27.4
Petroleum 3.4
Unclassified 10.8
Destination of exports (percentage)
Convertible ares 38.1 48.9
Non-corvertible area 61.9 51.1
Composition of imports (percentage)
Consumer goods 1.1 15.3
Capitsl and intermediate goods 88.9 85.7
Origin of imports (percentage of total)
Convertible sres o] 21
Non-convertible ares ] a4

3/ Victnamese national accounts data present only aggregate figures for the industrial sector as a whole,
and do not distinguish between various industrial subsectors. The industrial sector in this context is
defined to include manufacturing, mining and the production of electricity, but excludes construction
and the provision of other public utilities such as gas and water. No accurate assessment is therefore
possible of the contribution of manufacturing industry alone to the Vietnamese economy. This is widely
acknowledged to be the most important component of the industrial sector, however, even though
mining plays a significant role in northern Viet Nam and the importance of electricity production is
increasing as a result of several new power generation projects coming on stream.



BASIC INDICATORS Il

Comparison of sclected indicators
Tertitory
of Republic
Indicator Unit Viet Kam Hong Kong of Korea Indonesia Malaysia Thailand
Populaticn mitlion 64.2 5.7 42 174.8 16.9 54.5
(mid-1988)
Population growth per cent 2.4 1.5 1.2 2.1 2.6 1.9
(1960-1988)
Ares '000 sq km 330 1 99 1,905 330 513
GDP (1988) $ aillion 43,519¢/ 44,830 171,310 a3,220 5,490 57,950
(official
rate)
2,611¢/
(market
rate)
Average annual per cent &.7d/ 7.3 9.9 5.1 4.6 6.0
growth of GDP
(1980-1988)
GNP per capita s 685¢/ 9,220 3,600 440 1,940 1,000
(1988) (official
rate)
40¢/
(market
rate)
Average annual per cent e 6.3 6.8 4.3 4.0 4.0
growth rate of
per cspits
(1965-1988>
Agriculture (1988) per cent 39¢/ 0 11 26 211 7
of GDP
Industry (1988) per cent 26e/ 29 43 36 3.6 35
of GOP
Manufacturing (1988) per cent ces 22 32 19 26.3 24
of GOP
Services (1988) per cent 20e/ 70 46 40 4.3 48
of GDP
Gross domestic per cent 28 30 22 26 28
investment (1988) of GOP
Exports of goods per cent eoe 136 41 25 67 34
and non-factor of GOP
services (1988)
Current account $ million -1,086 1,199 14,161 1,189 1,802 -1,67
bslance (1988)s/
External public $ million 9,703 cew 21,349 41,258 16,101 13,375
debt (1983)
Debt service (1988) per cent of - 574 ces 9.1 3%.1 10 11.3
exports of 3y
goods and
services
official $ million 148 22 10 1,632 104 563
devel opment
assistanced/
(1988)
Average annusl per cent 183,41/ 6.3 6.8 6.3 4.0 3.1

rate of inflation
(1980-1988)

Source (see following page)



Source: World Bank, World Development Report 1990 (Washington D.C. 1990); UNIDO data base.

After official transfers.
Net disbursement of ODA from all sources.
Exchange ratc 1983 (annual average, dong per USS)
official rate 2700
market rate 4,500.-.
1983-1989.
Percentage of gross material product (84.7 per cent of GDP).
Non-convertible arca (actual).
Convertible area (actual).
Retail price index, 1981-1988.
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SUMMARY

Viet Nam’s economic development has been severely consirained by the five decades of almost continuous
conflict, politic upheaval, and relatively high degree of international isolation it has had to endure during this
period. While many of its neighbouring countries in east and scuth-cast Asia have made considerable strides
towards industrializing their cconomics, Viet Nam remains an essentially subsistence oriented agricultural
economy with a comparatively unsophisticated industrial sector based primarily on the proccssing of
agricultural commodities. While the largely ideologically based preference of the Government of Viet Nam
for heavy industry has resulted in the establishment of a number of metallurgical, engineering and chemical
industries, these remain to a considerable extent embryonic. Apart from the agricultural processing
industries, only such relatively light manufacturing industries as the i uile and clothing, basic building
materials and geneiral household goods industrics have so far developed to a reasonably advanced stage in
Viet Nam.

One of the most critical causes for Viet Nam’s modest developmental performance in the years since the
ending of thz Viet Nam war in 1975 and the subsequent establishment of a unified State governed by the
Vietnamese Communist Party has been a severe shortage of capital. Early hopes that the ending of the war
would unlock large-scale financial assistance from the United States of America and other bilateral and
multilateral donors were disappointed as successive United States governments imposed extensive trade and
investment sanctions against the country, which indirectly also inhibited inflows of aid funds from a number
of other important sources. The situation was exacerbated in 1985, when Viet Nam was forced to default
on payments on an IMF facility, and hence became ineligible for further IMF funds. Despitc a subscquent
improvement in the country’s repayment record, IMF (and indeed World Bank) funding has not been
restored, priecipally because of persistent United States pressure.

As a result of the continued strains between Viet Nam and the major western States and institutions, the
country became increasingly dependent on its economic links with the CMEA in general, and the Soviet
Union and eastern Europe in particular. These countries came to supply the bulk of Viet Nam’s
intermediate and capital goods, and became the main markets for Viet Nam’s exports. In addition, they also
absorbed substantial volumes of Viet Nam’s surplus labour, which not only served to ease social and
economic tensions within Viet Nam but also helped to boost the country’s foreign exchange earnings through
the remittances of these "guest workers”.

Frequent vacillations of economic policy have also played a major contributory role in retarding Viet Nam’s
economic development during the past 15 years. Throughout this period, the Government of Viet Nam has
followed a centrally planned path towards the structural transformation of the country’s economy, with
considerable stress being placed on the achievement of this goal through the socialization and co-
operativization of the means of production. Public resistance against such measures usually prevented these
policies from being pursued for any length of time, however, and often forced the government to intersperse
these from time to time with more liberal policies.

As a corollary of its centrally planned approach to economic management, the government also tended to
assign a higt degree of priority to the achievement of physical production targets, even at the expense of
macroeconomic and financial stability. The inevitable dcterioration in Viet Nam's economic performance
resulting from this unbalanced policy, which manifested itself in high budgetary deficits, rapid monetary
growth, and soaring inflation also forced the Government of Viet Nam to intersperse periods of doctrinaire
policies with periods of more liberal policies to enable the achievement of an economic recovery. This cycle
of reform and repression reached its latest stage in 1987-88 with the adoption of a policy of economic
restructuring analogous to perestroika in the USSR, known locally as doi moi. Under the banner of this
programme, the pragmatic leadership currently in office in Viet Nam introduced a number of measures to
reduce the country’s dependence on the CMEA, improve its macroeconomic management, and in particular
to attract western investment flows. By the end of 1989 these measures appeared to be having a considerable
degree of success, with financial control having been re-established and inflationary pressures having been
dampered, domestic economic growth having received a boost, the external trade performance having been
improved, and substantial volumes of foreign investment funds having been committed.



The increasingly favourable outlook for Viet Nam, following the introduction of the doi moi reforms suffered
a major external shock in 1990 as a result of the profound changes taking place in the USSR and eastern
Europe, Viet Nam's principal trading partners and aid donors. These changes have resulted in a dramatic
disruption of Viet Nam’s trading patterns, with the supply of major raw materials and intermediate goods
drying up and demand for Vietnamese exports from these countries being substantially reduced. The effects
of these developments arc exacerbated further by growing pressure for an accelerated repatriation of
Victnamese “gucst workers™ from several Europcan countrics, which will reduce the inflow of rcmittances
and put increasing pressure on the Government of Vict Nam to create more jobs. The situation is likely to
become even more difficult in 1991, when intra-CMEA trade is scheduled to be based on market-related
prices and conducted in hard currencies.

Faced with this deteriorating external environment, the Government of Viet Nam has adopted a number of
forceful measures to easure that the damage intlicted by these developments on the Vietnamese economy
is contained. At one level, it has taken active steps to diversify both its export products and export markets
in order to minimize the damaging effects of the effective collapse of the CMEA, and has supported this
export promotion drive with two devaluations of the dong in 1989 and 1990. At another level it has sought
to restrain the outflow of scarce foreign exchange and gold resources by strengthening its stance against
smuggling. Finally, it has taken active steps to atiract western direct investment in order to assist in the
country’s development and acquire the foreign exchange it will soon be nceding to pay for its essential
imports. The foreign investment law of 1987 was widely celcbrated - at (the timz of its promulgation - as
the most liberal of its kind in any socialist country and the rclease of which marked a major milestone in
Viet Nam attempts to reintegrate itself into the world economy. However, this policy environment for
foreign investment may be modified if the “Draft Platform for the Building of Socialism in the Transiion
Period” and "Draft Strategy for Socio-Economic Stabilization and Development up to the Year 2000° released
by the Vietnamese Communist Party on 1 December 1990 will be approved at the 7th Party Congress ir May
1991.



L THE ECONOMY OF VIET NAM

A RECENT ECONOMIC TRENDS

Viet Nam’s economic development has been severely hampered by its turbulent political history. During the
past half century the country has suffered almost uninterrupted military conflict, more than twenty years of
partition into two distinct political entities based on contrasting economic systems, and a decade of policy
struggle between reformers and conservatives following the formal reunification of the country in June 1976.
The impact of thesc developments has been reinforced further by continued strains in Viet Nam's external
relations with a number of foreign countries, which have inhibited the expansion of normal trade and capital
flows and restrained the country’s reintegration into the world cconomy.

At the end of the Viet Nam war in 1975, the two parts of the country faced widespread war damage and
poverty. The northern part of the country, under communist control since 1945, had adopted a socialist
system of collective ownership and centralized economic planning, with some devolution of powers to local
(provincial and district) governments as a wartime expediency. The southern part, meanwhile, had adopted
an esscatially market-oriented system and developed a strongly commercialized free enterprise economy.

In the immediate aftermath of the socialist victory the new leadership was concerned to avoid exacerbating
the scrious cconomic and social disruption from which the vanquished south was suffering, and in particular
to prevent a collapse in confidence and production. While retaining the extension of the northern economic
system to the south as a longer term objective, it therefore accepted the need to pursue modcrate and
pragmatic policies in the short term. The ensuing contradictions proved increasingly difficult to reconcile,
and resuited in more than a decade of vacillating economic management during which periods of doctrinairc
economic policies alternated with periods of economic liberalization.

The launch in 1976 of the First National Plan, which had been timed to coincide with the five-ycar planning
cycle of the Soviet Union and Eastern Europe, reinforced the pressures for an early integration of the
southern economy into socialist framework of the north. During the following two years the socialization
of the south consequently gathered momentum, with agriculture being co-operativized or collectivized,
medium- and large-scale industrial establishments being nationalized, and all private trade being prohibited.
The merger of the two economies was completed in May 1978 through a currency union.

A sharp reduction in rice and livestock production in southern Viet Nam in response to the accelerated
collectivization of southern agriculture during the late 1970s prompted a brief flurry of economic
liberalization in 1979. This involved the introduction of a number of measures aimed at softening the impact
of agricultural collectivization, reforming the administrative procedures employed by State-owned firms,
promoting the informal private sector, and liberalizing the external trade regime. Hardening rcsistance by
traditional leaders and burcaucratic interests in the following years prevented the further pursuit of reformist
policies, however, and even inhibited the full implementation of the 1979 measures.

As increased emphasis began to be placed on the implementation of a rigid centrally planned economic
system, with priority being given to the achievement of physical output targets and macroeconomic policy
instruments being used principally to accommodate this objective rather than to maintain economic stability,
inflationary pressures began to mount. As shown in Table 1.1 and Annex Table A-1, the subscquent
emergence of rampant inflation was accompanied by a sharp slow-down in economic growth, particularly in
the pre-eminent agricultural sector. This was caused partly by unfavourable weather conditions, but was
primarily the result of producer response to government policies.

In September 1985 the government fclt strong encugh to promulgate a further sct of cconomic reforms
aimed primarily at the adoption of more appropriate macroeconomic policics to curb inflation. The
measures adopted included a rationalization of the government’s price and wage policics in order to restrain
the rapidly widening budget deficits which had been generated by the previously widespread granting of
:subsidics, as well as a tightening of domestic liquidity to restore a degree of monetary balance.



Table 1.1. Estimated gross domestic product, 1983-19092/
(Constant 1982 prices)

1983 1984 1985 1986 1989
Billion dong
Gross domestic prod.l:tl—’/ 169.1 183.3 193.6 200.1 222.2
of which:
Gross material prod.:cty 143.4 155.3 164.1 169.6 173.9 188.3
of which:
Agricul ture 76.1 79.8 83.4 84.6 81.7 91.3
Industry 36.8 41.2 46.3 48.4 53.9 54.0
Commerce 20.1 23.4 22.1 3.4 26.3 27.2
Transport and communications 2.6 2.5 2.8 3.0 3.5 3.4
Construction 4.1 4.6 5.0 5.0 5.3 4.9
Otg r 3.7 3.8 4.5 5.2 5.2 7.5
Othe 25.8 28.0 2.5 30.5 31.3 33.9
of which:
Non-material services 18.6 20.2 21.3 22.0 22.6 24.4
Depreciation 7.2 7.8 8.2 8.5 8.7 9.5
GOP deflators/d/ 150.0 267.0  472.0 277.3 8,998.3
Nominal GDP o 253.7 452.0 913.8 554 .9 19,996.3
Nominal GDP/caput (dong) 4,420 7,705 15,265 9,080 310,422
Nominal GDP/caput ($, off rate) 425 690 - 650 73.9
Nominal GDP/caput ($, mkt rate) 30 50 45 35 73.9
Memorandum items:
Population (million) 57.37 58.65 59.87 61.11 64.41
Exchange rate
(annus! average, donol’)g/
Official rate 10.4 11.2 100.0 14.0 4,200
Market rate (estimate) 150 150 350 250 4,200
Percentage of P b
Gross domestic product?/ 100.0 100.0  100.0  100.0 100.0
of which:
Gross material prod.lctl-’/ 84.8 84.7 84.7 84.8 84.7
of which:
Agriculture 45.0 43.5 43.1 42.3 41.1
Industry 21.8 22.5 23.9 24.2 26.3
Commerce 11.9 12.8 11.4 11.7 12.2
Trangport and communications 1.5 1.4 1.4 1.5 1.5
Construction 2.4 2.5 2.6 2.5 2.2
Otn r 2.2 2.1 2.3 2.6 3.4
Othe 15.3 15.3 15.3 15.2 15.3
of which:
Non-meterial services 11.0 11.0 11.0 11.0 11.0
Depreciation 6.3 4.3 4.3 4.2 4.3
Percentage change frcﬂ ious year
Gross domestic product: 8.4 5.6 3.4 2.4
of which: b
Gross material product? 7.2 8.3 5.7 3.4 2.4
of which:
Agriculture 7.2 6.9 6.7 1.9 3.4 8.0
Industry 6.7 12.0 12.4 4.5 1.3 -3.6
Commerce 16.4 -5.6 5.9 3.8 5.4
Transport snd communications -3.8 12.0 7.1 16.7 -2.9
Construction 12.2 8.7 0.0 6.0 -3.9
Other 2.7 18.4 15.6 0.0 -11.8
Other 8.5 5.4 3.4 2.6 -15.7
of which:
Non-meterisl services 8.6 5.4 3.3 2.7 2.1
Depreciation 8.3 5.1 3.7 2.4 3.3

Source (see following page)
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Sources: Real GDP: Official data provided by Victnamese authoritics, as adjusted by and cited in
International Monctary Fund, Viet Nam - Recent Economic Developments, Memo from the
Secretary to members of the Exccutive Board dated May 11, 1988, page 7 (data for 1983),
Socialist Republic of Viet Nam, State Planning Committee and United Nations Devel~pment
Programme, Report on the Economy of Viet Nam, January 1990, page 31 (data for 15.,4-1988)
and author (data for 1989). GDP deflator and nominal GDP: Christopher F. Bruton and
Mathilde L. Genovese, Vietnam: An Investor’s Appraisal, Business Intemational Asia-Pacific,
Hong Kong, June 1990, page 35 (data for 1983-1987) and author (data for 1988-89). Exchange
rates: The Economist Intelligence Unit, Indochina: Vietnam, Laos, Cambodia - Country Profile
1989-90, EIU, London, 1989, page 13.

Totals may not add duc to rounding.

In common with most socialist countries, Viet Nam employs the material product system of national
income accounting. This fails to take into account the impact of non-material services and
depreciation, and provides only partial coverage even of material production by excluding a significant
proportion of private sector activity and own-account production by public sector enterpriscs. It
therefore inevitably results in a serious underestimation of national income, which the above Table
attempts to compensate for by including estimated values for some of the principal variables neglected
in the official Vietnamese data.

1982 = 100.

Adjusted for introduction of "new dong" in September 1985, which replaced the old dong at a rate of
one to ten up to a certain limit, with additional private holdings of old dong having to be deposited
at the State Bank of Viet Nam to mop up excess liquidity.
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The implementation of these measures left much to be desired, however, as persistent and widening gaps
between administered and free market prices continued to nccessitate increasing volumes of budgetary
subsidies, and as the threat to the achievement of the State sector’s output targets caused by liquidity
shortages forced the government to reverse its tight monetary stance. The result was an unprecedented
upsurge in inflation, which averaged aimost 490 per cent in 1986 and according to one source peaked at some
700 per cent in the twelve months to September of that year./ In 1987 it abated slightly, but in the following
year it picked up again following another round of compensating adjustments ir the official price structure
to bridge the gap between official and free market prices, which by this time had again become untenable.

This continucd economic instability during the early and mid 1980s was matched by a persistent detcrioration
in the Vietnamese economy’s growth performance. As indicated in Table 1.1, the country’s overall GDP
growth ratc declined steadily in real terms between 1984 and 1987 to the extent that one recent report has
suggested an actual contraction in real per capita output during this pcriod.y This decline was caused largely
by a continued weakening of agricultural output growth owing both to unfavourable climatic conditions and
policy measures, which resulted in per capita paddy production falling from 247 kg to 239 kg in northern Viet
Nam and from 364 kg to 325 kg in southern Viet Nam between 1985 and 1987.

The mounting imbalances in the domestic economy and the maintenance of an overvalued exchange rate for
the Vietnamese dong prompted a progressive worsening of Viet Nam’s balance of payments during the
mid-1980s. As shown in Annex Tables A-2 and A-3, this deterioration of Viet Nam’s external payments
position assumed crisis proportions by 1988, when thc country recorded heavy current account deficits both
with countries of the Council for Mutual Economic Assistance (CMEA) and the convertible currency trading
arcas. Export earnings were sufficient only to pay about one third of import costs in the non-convertible
area, while gross official reserves covered less than one week of imports from the convertible area. The
burden of Vict Nam’s external debt, which is summarized in Table 1.2, had also become increasingly difficult
to bear, with the total outstanding debt amounting to twelve times the level of annual export revenues and
the debt service ratio amounting to no less than 160 per cent.

Faced with economic problems on such a scale, the Government of Viet Nam conducted a thorough
reappraisal of its economic policy in 1987/88. The period since December 1986 has consequently witnessed
the implementation of a programme of State sponsored renewal analogous to the process of perestroika in
the USSR. This programme, known by its Vietnamese name as doi moi, has prompted an accelerating
transition away from the traditional economic management involving central planning and bureaucratic
regulation, which had been applied so rigidly in the preceding years. After a number of preparatory moves
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in 1987 the government began to introduce a steady and still continuing stream of liberalizing economic
reforms in 1988.

Table 1.2. Externsl debt, 1963-1988%/
(s million, end of period)

1983 1984 1985 1986 1987 1988

Total debt 5,076 7,479 10,423 9,481 9,235 9,703
of which:
Non-corvertible currencies 3,413 5,864 8,509 7,215 6,309 6,484
Convertible currencies 1,661 1,615 1,914 2,266 2,926 3,219
of which:
International organizations 136 180 198 237 307 314
Official creditors 1,088 92 1,116 1,227 1,497 1,454
Private creditors 343 350 452 543 609 834
Short term credits 59 93 148 259 513 615
Arrears 436 650 694 986 1,489 1,978

Sources:  Official data provided by Vietnamese authorities, as cited in International Monetary Fund, Viet
Nam - Recent Economic Developments, Memo from the Secretary to members of the Executive
Board dated May 11, 1988, page 77 (data for 1983), and Socialist Republic of Viet Nam, State
Planning Committee and United Nations Development Programme, Report on the Economy of
Viet Nam, January 1990, page 63 (data for 1984-1988).

a/ Totals may not add due to rounding.

On January 8 of that year the Council of Ministers promulgated a new foreign investment law, which had
been adopted by the National Assembly on December 29, 1987, and was the most Iiberal of its kind in any
socialist country at the time. This was followed in March 1988 by the government’s acknowledgement of
private rights to property and its decision to legitimize individual and family-based commercial activitics.
The State-owned industrial sector has also been subject to extensive deregulation since 1988, and efforts have
been made to improve the provision of ancillary services and facilities.

In addition to these policies aimed at improving the microeconomic operating environment of the business
sector, the Government of Viet Nam has also sought to establish a macroeconomic policy framework
conducive to the development of a more market-oriented economy during the past few years. A particular
effort has been made to curb inflationary pressures, both through a reduction of the government’s
traditionally large budget deficits and through the imposition of a more restrictive monetary policy. These
measures have had a considerable success, and by mid-1989 inflation had been brought under control.

In conjunctior: with these forceful efforts to restore fiscal and monetary balance to the Vietnamese economy,
the government committed itself to the introduction of a more market-oriented pricing structure. To this
end, a deliberate policy to decontrol prices was introduced in carly 1989, and by the end of that year only
the prices of electricity, petroleum and freight transport were still subject to central control. At the same
time the government also initiated a sharp devaluation of the dong, with the official exchange rate being
brought broadly into line with the free market rate and the abandonment of the previously prevailing
multiple exchange rate system, at least in relation with the convertible area. These two measures had a
dramatic impact on the Vietnamese economy, with the former calling forth increased output levels and a
greater variety of consumer choice, and the latter prompting a substantial growth in Viet Nam's cconomic
rclations with the outside world.

The potential benefits of these measures have been seriously eroded by the economic and political changes
that have taken place since the end of 1989 in the USSR and the countries of eastern Europe, on which Viet
Nam has traditionally depended heavily for economic assistance and subsidized trade. The effective
breakdown of these long established financial and trading relationships during the past few months has
therefor~ resulted in a significant reduction of external capital and trade flows to Viet Nam. This has had
wide-ranging effects throughout the Vietnamese economy, and is threatening to undermine its short-term
prosp:ects for recovery as well as its external balance.



5

Agricultural and industrial production has been disrupted by reduced supplies of fertilizer, crude oil and
other raw materials and capital goods from the USSR, and by reduced demand in castern Europe for
Vietnamese exports. Industrial production appears to be suffering particularly severe shortfalls, with output
in Ho Chi Minh City in the first nine months of 1990 reported to have reached only 68.6 per cent of the
ycar's plan targcl.y Faced with the threat of economic recession, the government has again begun to resort
to dehicit financing, with the deficits being widened by a resumption of subsidies to the State enterprises,
which have suffered a sharp decline in profitability as a result of declining input availability and shrinking
markets. This restoration of accommodative financial policies ‘s threatening to provoke a resurgence of
inflationary pressures and reverse the gains of the past year.

The rising cost of imported inputs and the contraction of expoi. markets ts also having serious repercussions
on Viet Nam’s balance of payments, with preliminary indicators suggesting a significant widening of the
current account deficit in 1990. The deterioratior of Viet Nam’s external balance is being reinforced,
moreover, by the accelerated repatriation of Victnamese workers from castern Europe, which is reducing
the inflow of remittances from abroad while at the same time aggravating the existing social and economic
strains within the country. The balance of payments pressures are likely to be exacerbated further in the
coming year with the impending shift to the use of market prices and hard currencies in the conduct of trade
rclations within the CMEA.

In response to this unfavourable outlook, the government has taken a number of measures in recent months
both to promote export revenues and conserve foreign exchange reserves. On 19 September 1990 the
establishment of an export processing zone in Ho Chi Minh City was authorized, and on 23 September an
official Vietnamese trade delegation was despatched to the Republic of Korea for the first time since the end
of the Viet Nam war. On October 1 the government also announced further devaluation of the dong by 27.5
per cent in an attempt to maintain the international competitiveness of Vietnamese exports in the face of
rising domestic inflation. The past few months have also witnessed the launch of an intensive campaign
against smuggling, which is officially estimated to have resulted in the outflow of $100 million in cash and
24 tonnes of gold across the Cambodian border alone during the first half of 1990. This culminated in a
decree to ban the sale of smuggled foreign cigarettes with effect from 1 October, with sharp fines being
imposed on offenders.

On December 1, 1990 the Vietnamese Communist Party released a "Draft Platform for th: Building of
Socialism in the Transition Period” and a "Draft Strategy of Socio-Economic Stabilization and Development
up to the Year 2000". The two documents arc being circulated for public comment before they will be
reviewed and discussed at the 7th Party Congress scheduled for May 1991. They imply a partial reversal of
the recent policy initiatives through a "socialist-oriented commodity economy”, and a call for renewed efforts
"to build a planned economy, to bring into opcration a market mechanism under State management”.
According to the drafts the State-run and collective sectors will continue 1o occupy “the predominant role”.
These policies, if adopted, would signal a different industrial policy environment for foreign direct investment
in Viet Nam.

B. ECONOMIC STRUCTURE
Background: data limitations

An accurate representation of ihe structure of the Victnamese cconomy is rendered extremely difficult by
scrious data limitations. Thesc shortcomings in the statistical documentation of the Vietnamese economy
arise from a variety of sourccs. At a superficial level, they reflect a number of weaknesses in the scope and
mcthods of data collcction and processing cmployed in the country, the cffects of which have until recently
been exacerbated by the adoption of very restrictive policies towards the public dissemination of the available
data. At a deeper level, these weaknesses arise from the use of different methods o. data interpretation and
presentation than those most commonly in use elsewhere in the world. This, in turn, reduces the utility of
the available official statistics in convcying an cffcctive understanding of the economy and limits the scope
for inter-country comparisons.

Although the collcction and cvaluation of comprehensive scries of macrocconomic data anywhere in the
world is subject to a range of widely acknowledged problems, they arc heightened in Viet Nam by a severe
shortage of appropriately trained and cquipped manpower. The Victnamese statistical service is thus
bulieved to be heavily undermanncd, and to have only limited access to computing facilitics. A recent report
on the Victnamese cconomy notes, for example, that "Viet Nam has very few computers, and no
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mainframes”, and that as a result most calculations are done by hand. It argues further that “to exacerbate
the situation, communications arc extremcly difficult and the country has a paper shortage”, and concludes
that “nearly all available data should be treated as the ‘best guesses’ of individuals untrained in Western
methods of accounting or statistics, holding incomplete or incorrect information™. It also points out that until
1989 all economic data were considered State secrets, so that very few data serics exist. Y/

The interpretation and presentation of the government’s data pose further difficulties. In common with other
socialist countries, Vietnamese statistics thus commonly distinguish between institutional as well as industrial
sectors. In these statistics the output of tke “socialist™ sector, comprising State enterprises and co-operatives,
is clearly differentiated from that of the private sector, with the relative strength of the latter frequently being
understated because of the usually only perfunctory efforts made to assess its full impact on the economy.

In addition, Viet Nam has traditionally followed the material product system of national income accounting,
which is concerned only with the estimation of the economic contribution of activities directly related to
material production. It therefore ignores the coatribution to national income made by a varicty of economic
activities, consisting chiefly of services such as housing, health, education and banking, which do not directly
result in the production of material outputs. Although estimated values of these missing components of
national product can be inserted into the Vietnamese national accounts statistics in an attempt to make them
compatible with the standard United Nations System of National Accounts (UNSNA) employed throughout
the non-socialist world, such an exercise would almost inevitably be subject to a wide margin of error.

Such an effort to revise the standard Vietnamese national income data in order to make them broadly
compatible with the UNSNA has nevertheless been at.empted by the Vietnamese authorities in conjunction
with a number of international agencies such as the International Monctary Fund, the United Nations
Development Programme, and the United Nations Economic and Social Commission for Asia and the
Pacific. The results of this cffort represent the best available estimates of Viet Nam’s national income, and
are reproduced in Table I.1. Even these revised data are far from perfect, however, and contain two
important weaknesses.

The first of these weaknesses follows from the fact that the underlying data are derived essentially by the
simple process of aggregating the output of individual producers and industrial sectors. With no
corresponding measures being taken to complement the estimates of national output so derived with
matching measurements of national income or national expenditure, the demand components of GDP can
only be guessed at. The second weakness of thes= data is that the associated nominal GDP values appear
seriously to underestimate the actual value of total national income and national income per caput, especially
when converted into US dollars at the prevailing rates of cxchange. This has been highlighted by the
previously quoted report preparcd by the State Planning Committes of the Government of Viet Nam and
the United Nations Development Programme, which shows that even the adjusted national accounts data
yield an average income per head of only about $100 in 1988. Arguing that this cstimatc appears implausibly
low, the authors of the report show that considerably more credible GDP per caput estimates of some
$150-200 can be derived from these data if appropriate adjustments are made.

Somc cfforts have hcen made by the Vietnamese authorities to provide a more comprchensive statistical
coverage of the country’s economy in the recent past. The State Planning Committee of Viet Nam has
contributed a varicty of such data to a number of mission reports produced jointly with intcrnational agencies
since 1987, and the Gencral Statistical Office has publishcd two important surveys of socio-economic statistics
covering 1930-1984 and 1976-1989.¢ The latter publication in particular is relatively comprehensive, although
most data scries cover only the second half of the 1980s. The data for 1989 contained in this survey are
officially described as preliminary, and counter-intuitive drops in the 1989 valucs of many scries suggest that
they may be based on only a partial cnumeration. At the samc time, however, some of the output reductions
noted in these scries may be real, and reflect the impact of the anti-inflationary austerity measures adopted
by the Government of Viet Nam in 1989.

In view of the data limitations discussed above, any attempt to sketch the structure of Vietnamesc economy
must perforce be highly impressionistic.  The substantial scopc for error inherent in such an cffort is
heightened, moreover, by the acceleraiing pace of the cconomic change taking place in Viet Nam at present
in response to the doi moi programme of economic restructuring currently in progress in the country. These
changes are manifesting themsclves in a transformation of the institutional structurc of the economy, as the
once overpowering dominance of the "socialist” sector is gradually being whittled away as a result of the
increascd official encouragement being given to the private scctor. They also manifest themsclves in the
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emergence of a more balanced industrial structure, as the accelerating growth in investment in the
manufacturing and other sectors of the economy crodes the leading role of agriculture in the Vietnamese
cconomy.

Overall structure

Bearing in mind the caveats discussed above, the best available quantitative estimates of the Victnamese
ccoanomy’s institutional and industrial structure are presented in Tables 1.1 and I3 respectively. Table i3
shows that the share of the socialist sector of the Vietnamese economy expanded rapidly in the first decade
or so after reunification, from less than 60 per cent in 1976 io a peak of 75 per cent in 1987. With the share
of State-owned enterprises remaining broadly unchanged at about 35-37 per cent during this period, the
growth of the socialist economy was accounted for principally by a dramatic increase in the role of the co-
operative scctor, which expanded iis share of the total economy from only 22 per cent in 1976 to more than
37 per cent by 1987. This process of co-operativiza'ion was concentrated mainly in the agricultural areas of
southern Viet Nam, and was implemented at a particularly rapid rate afier 1983. In more recent years, its
pace has slowed down, although the data in Table 1.3 suggest that it had not yet begun to be reversed by
1988. These data do show a marked decline in the role of the State enterprises in 1988, kowever, in response
to the liberalizing cconomic reforms adopted by the government from the end of 1986 onwards.

Table I.3. Distribution of gross material product by
socizlist and private sector, 1976-1988
(Percentage)

Socialist Private Total
economy economy
State Sub-
enterprises Co-operatives total

1976 36.9 22.0 58.9 41.1 100.0
1977 . .o .o oo 100.0
1978 cee cee cee - 100.0
1979 e .o .o ceo 100.0
1980 35.5 24.8 €0.3 39.7 100.0
1981 .o ‘oo .o . 100.0
1982 coe ooe oo .o 100.0
1983 .o e e .o 100.0
1984 35.2 31.0 66.2 31.0 100.0
1985 35.7 35.2 70.9 29.1 100.0
1986 37.3 34.8 72.1 27.9 100.0
1987 37.9 37.1 75.0 25.0 100.0
1988 33.4 38.2 71.6 28.4 100.0

Sources:  Official data provided by Vietnamese authorities, as cited in Socialist Republic of Viet Nam,
State Planning Committee and United Nations Devclopment Programme, Report on the Economy
of Viet Nam, January 1990, page 29.

The data in Table 1.1 present an indication of the approximate size of the Vietnamese econcmy and its
composition by industrial sector. The estimates of the economy’s overall size are, as discussed above, subject
to a considerable margin of error arising from both conceptual and computational problems. While a precise
quantification of the Vietnamese economy’s size may be hindered by data limitations, however, there can be
little doubt that Vict Nam is onc of the poorcst countries in the world, with its GDP per head falling well
within the lower half of the range of less than $410 used by the World Bank to define "low income” countries.



With regard to the industrial structure of the Victnamese cconomy, Table 1.1 shows that agriculture remains
the single most important sector, although its share in total output has been declining gradually from an
estimated 45 per cent in 1983 to approximately 39 per cent in 1988. This relative decline in the importance
of the agricultural sector has been compensated for almost entirely by a corresponding increase in the role
of the industrial sector (including mining, manufacturing, and the production of clectricity, but excluding
coastruction and the provision of othcr public utilities) from less than 22 per cent in 1983 to almost 27.5 per
cent in 1988. The shares of all other sectors, meanwhile, are shown by Table 1.1 to have remaincd virtually

unchanged since 1983.
Apgriculture

Despite the long standing (and, as noted above, not entirely unsuccessful) efforts of the Government of Viet
Nam to cffect a structural transformation of the country’s economy from an overriding dependence on
agriculture to 2 more balanced sectoral composition, Viet Nam remains a predominantly agricultural country.
Not only does the agricultural sector continue to account for approximately two-fifths of the value of the
country’s total economic output, but it also still absorbs more than 70 per cent of its employed labour force
and provides seme 30 per cent of its export earnings. With the bulk of the Vietnamese farm population still
living at subsistence level and producing a wide range of commercial crops in addition to staple foods, the
agricultural sector also represents a major reservoir of the Vietnamese economy’s future development
potential.

The structure of the agricultural sector has to a large extent been determined by the ideological predilections
of the Government of Viet Nam. In the northern part of the country, where communist power was
effectively established soon after the end of World War II, the new government’s urge to accomplish a
"socialist transformation™ of the economy with the minimum of delay resulted in the extensive redistribution
and subscquent co-operativization of cultivable land during the 1950s. Following the reunification of Viet
Nam in 1975, this policy was extended to the south of the country, where the bulk of the farming land was
co-operativized or collectivized in two great waves following the introduction of the First National Pian in
1976 and the adoption of a new constitution in 1981.

Farmer resistance to a rigorous implementation of many of the government’s more doctrinaire agricultural
policies has often been considerable, however, and has usually manifested itself in sharp falls in agricultural
production. This, in turn, has usuvally forced the government to adopt 2 more flexible approach towards
agricultural policy, aithough the restoration of reasonable production levels frequently resulted in the re-
imposition of a more rigid policy stance. Especially since the reunification of the country, agricultural policy
in Viet Nam has therefore vacillated between socialist orthodoxy, accompanied by reduced output levels, and
pragmaltism, resulting in a recovery of production. The latest stage in this cycle, which appears more
permanent than its predecessors, was initiated in April 1988 through the promulgation of Decree No 10 by
the Politburo, which re-established the family farm as the basic unit of agricultural production and resulted
in the cffective, de facto if no de jure, disbandment of many of the agricultural co-operatives established in
the southern part of Viet Nam in the late 1970s and carly 198Gs.

Three forms of agricultural landholding are now recognized by the State in Viet Nam. The first of these
categories is State-owned land, which is mostly cultivated by large State-owned farms, managed cither by the
central or local government. The sccond category covers collectively-owned land, which is operated by
producer co-operatives and other collective farms. The third category covers individual landholdings, which
are farmed by small family units. The latest available data indicate that such small landholdings accounted
for approximately 53 per cent of (otal agricultural output in the late 1980s, with co-operatives accounting for
45 per cent of production and State-owned farms for the remaining 2 per cent. As a result of the rapid
changes in the patterns of agricultural organization triggered by Decree No 10 of April 1988 and other recent
policy measurcs, however, the share of agricultural output accounted for by the family farms is ccrtain to
have incrcascd substantially in the recent past.

The principal crop produced by the co-operative and family farm sector is rice. This is cultivated principally
in the Mckong River delta in southern Vict Nam and in the Red River delta in northern Viet Nam, with the
former being by far the more important of the two rice growing regions. Other important food crops grown
by co-opcratives and ‘small farms include maize, potatoes, sweet potatoes and cassava. The 446 Stalc-owncd
farms, which are opcratcd either by the central government or by local (provincial or district) govcrnmcms
concentratc mainly on the production of commercial crops and livestock. The main cash crops grown on
these farms include (ca coffee, sugar-cane, cotton, rubber and pineapples. Growing concern about the
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inefficient use of resources by State farms in the past few years has resulted in the introduction of several
recent reforms. These have granted the farms an increased degree of operational autonomy and in some
cascs have resulted in the State farms being required to concentiaic on opening up new land, which is
subsequently to be contracted out in small plots to family farmers.

Recent agricultural production data are presented in Table [.4. They indicate an uneven growth performance
during the latter half of the 1980s, with many crops experiencing substantial year to year fluctuations and
several suffering stagnating output levels. Increases in rice production in particular were particularly
disappointing in the years to 1988, with the estimated availability of 144 kg of milled rice per caput in 1986
falling short of optimal nutritional requirements even despite a record output level of 16 million tonnes of
paddy in that year. These food shortages, which were aggravated in 1987 by a drop in rice production caused
by drought, provided the main impetus for the agricultural reforms introduced during the past two years.

The impact of these reforms has been dramatic, with some reports suggesting that paddy production in 1989
exceeded the official estimate cited in Table 1.4 by a considerable margin, and may even have surpassed 21
million tonnes.” From being a substantial net :mporter of rice for most of the 1980s, Viet Nam became the
third largest rice exporter of rice in 1989 with shipments of approximately 1.4 million tonnes. All available
indicators suggest that a further substantial increase in rice output is likely to be recorded in 1990, although
the rate of this increase may be constrained by the etfect of reduced fertilizer imports from the USSR as
noted above.

Table I.4. Agricultural production, 1985-1989%
(1,000 tonnes)

1985 1986 1987 1988 1989
Paddy 15,870 16,000 15,100 17,000 18,927
Maize 587 570 561 815 843
Sweet potatoes 1,778 1,959 2,202 1,902 1,906
Potatoes 189 305 498 347 331
Cassava 2,940 2,882 2,738 2,839 2,560
Groundnuts 201 211 232 214 204
Soya beans 79 95 96 95 104
Cotton 5 5 4 4 e
Rush 93 98 104 84 82
Mulberries 56 57 150 150 vee
Tobacco 3e 33 33 36 24
Sugar-cane 5,560 4,965 5,470 5,700 5,255
Jute 47 55 58 37 36
Tea .o 30 29 30 32
Coffee 12 19 21 31 41
Rubber 48 50 52 48 51
Coconut (fruit) 612 711 806 556 e
Pepper 1 4 5 6 7

Sources:  State Planning Committee, Plan for Social-Economic Development 1989, as cited in Socialist
Republic of Viet Nam, State Planning Committee and United Nations Development Programme,
Report on the Economy of Viet Nam. January 1990, page 84, Socialist Republic of Viet Nam,
General Statistical Office, Statistical Data of the Socialist Republic of Vietnam 1976- 1989,
Statistical Publishing House, Hanoi, 1990), page 33 ’

g/ Totals may not add duc to rounding,.
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Manufacturing

The Vietnamese authorities have historically given consiJerable priority to the expansion of the industrial
sector, which has responded with an impressive growth performance in recent years despite the almost
ccrtainly inaccurate preliminary estimate for 1989 shown in Table I.1. Ewen accepting the 1989 cstimate,
however, the data show that industrial output cxpanded at an annual average rate of almost 6.6 per cent in
real terms between 1983 and 1989, well above the overall GDP growth rate of 4.7 per cent per annum
recorded during this period. As noted above, this has reinforced the industrial sc.tor’s position as the second
most important source of the country’s GDP, with a share of almost 243 per cent in 1989. Employment data
presented in Annex Table A-4 show that industry plays an important role in labour absorption, with 11.7 per
cent of Viet Nam’s employed labour force being engaged in industrial activitics in that year.

Organized industrial production in Viet Nam has traditionally been concentrated in the "socialist” sector of
the economy. Although the distinction between the State and private sector is increasingly being blurred as
a result of the recent reforms granting operational autonomy to State-owned firms and permitting the
establishment of joint ventures between public and private enterprises, and although the various mcasures
adopted by the Government of Viet Nam in recent years to attract increased private sector participation in
manufacturing industry have eroded some of the State sector’s dominance in industrial production, this pre-
eminence of the State sector in manufacturing industry has persisied to a very considerable extent. The
production of heavy industrial goods thus remains concentrated in some 700 firms owned by the central
government, while the manufacture of light industrial goods is centred in a further 2,400 enterpriscs owned
by regional and local governments, and small-scale manufacturing is dominated by co-operatives. The private
sector continues to be restricted largely to the production of handicrafts.

The differences in the historical evolution of northern and southern Viet Nam have resulted in the
emcrgence of significant regional variations in the patterns of industrialization between the two regions.
Greater emphasis has been placed on the development of a manufacturing industry in the northern part of
the country since the colonial period, when the port of Haiphong became Viet Nam’s main cement producer
and textile industries were established in the citics of Nam Dinh and Hanoi. This emphasis on industrial
development in the north was reinforced Juring the period of partition, when orthodox communist strategies
aimed at the establishment of a heavy industrial base were pursued. As a result, the northern part of Viet
Nam currently accounts for the bulk of the country’s heavy industry, including iron and stecl, chemicals,
cement, fertilizer and vehicle manufacturing, with the consumer goods sector in the north being dominated
by small-scale co-operative enterpriscs and artisanal establishments.

In the south, meanwhile, the adoption of more market-oriented policies during the period of partition
facilitated ine devclopment of cfficient light industrial enterprises and the associatcd management skills.
Despite (he dislocations of the first decade after reunification, these have now re-emerged, and constitute
the prime enginc of Viet Nam’s industrial growth. Two-thirds of Viet Nam's manufacturing output is thus
estimated to be produced in the south of the country now, with much of it originating from non-State
enterprises.

The increasing importance of fight manufacturing in Viet Nam's industrial sector is underlincd by the data
in Table 1.5, which indicate that thc share of the light industrial sector in total industrial production is
tentativcly estimated to have increased from 65.9 per cent in 1983 to 71.1 per cent in 1989, implying an
annu?' average growth rate of 9.4 per cent. This contrasts with an cstimated growth rate for the hravy
industrial sector of 5.2 per cent per year. Intercstingly, morcover, this much more rapid growth in output
in the light industrial sector was achicved at substantially lower investment costs, which amounte 1 to only
20 per cent of total industrial investment in 1983 and 26 per cent in 1984-1986.

Official data released by the Victnamesc authoritics indicate further that the once dominant role of heavy
industries in labour absorption has also gradually becn croded in the past few years. While heavy indusiries
thus employed 298,100 workers and light industrics employed 221,100 workers in 1976, this pattern had becn
reversed by 1988, when heavy industrics employzd 410,100 workers and light industries employcd 433,800
workers. As is indicatcd by the data in Annex Table A-5, moreover, labour productivity has also been rising
much more rapidly in the light industrial sector than in heavy industry. These data thus suggest that gross
industrial ovtput per cmployee rosc by approximately 4.8 per cent per annum in the light industrial scctor,
but by only 2.8 per cent per annum in the heavy industrial scctor in the four years to 1987.
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fable 1.5. Industrial production snd investment, 1963-1989%/
(Billion dong, at constant 1982 prices)

1983 1984 1985 1986 1987 1988 1989

Gross industrisl production 83.03 93.95 105.34 m.ns 122.38 137.83 132.34

By sector:
Heavy industry 28.30 30.94 34.46 36.00 39.39 40.88 38.30
Light industry 5%.73 63.02 70.88 .75 82.99 96.95 94 .04
By type of msnagement:
Centrsl government 29.11 32.61 35.62 37.72 40.15 4441 4£3.61
Local government 53.93 61.35 69.72 74.03 82.23 93.42 88.73
By industry:
Energy, combustibles 5.42 5.48 6.05 7.05 7.56 7.40 7.48
Metal lurgy 1.15 1.21 1.35 1.59 1.69 2.06 2.06
Bachinery and engineering 11 01 12.35 14.68 16.27 18.61 23.96 20.95
Chemical industry 8.00 9.66 11.21 10.82 12.08 12.98 13.16
Construction materials
earthenware, porcelain,
glassware, wood, forest
products, celtulose,
paste, and paper
industries 17.95 19.36 21.06 22.92 24.47 26.43 22.26
Food and foodstuffs 22.33 25.59 28.91 29.76 32.46 36.96 37.33
Weaving, leather, sewing
dyeing, printing and
cultural products 14.01 16.57 17.77 18.83 20.88 26.22 23.45
Other industries 2.90 3.38 3.93 4.06 4.84 5.83 5.65
Investment in industry 7.50 7.80 .ee 7.40 cen cee ces
By sector:
Heavy industry 6.00 5.80 5.50
Light industry 1.50 2.00 1.90

Sources:  General Statistics Office, Statistical Data 1930-1984, and other official data provided bv
Vietnamese authorities, as cited in International Monetary Fund, Viet Nam - Recent Economic
Developments, Memo from the Secrctary to members of the Executive Board dated May 11,
1988, page 11, and data provided by Vietnamese authorities as cited in United Nations Industrial
Development Organization, Viet Nam’s Industrial Development - As Assessment, Report by the
Regional and Couniry Studics Branch, Industrial Policy and Perspectives Division, UNIDO,
Vienna, August 1989, page 27 (data for 1983-1985). Socialist Republic of Viet Nam, General
Statistical Office, Statistical Data of the Socialist Republic of Viet Nam 1976-1987, Statistical
Publishing House, Hanoi, 1990, pages 72, 75 and 76.

a/ Totals may not add duc to rounding.

Mining and energy

Various geological surveys have indicated that Viet Nam is endowed with a wide range of mineral resources,
including commercially viable reserves of coal, oil, bauxite, iron ore, tin, chromite, copper, zinc, graphite,
mica, ilmenite, nickel, manganese, titanium, gold, gemstones, and apatite. The country’s mining sector
remains largely underdeveloped, however, with many of the available mineral reserves remaining unexploited.
Those that are exploited, moreover, are often extracted using outdated equipment and technology, so that
mining operations in Viet Nam are frequently characterized by low levels of output and productivity.

The principal mineral currently being exploited is coal, of which Viet Nam has proven reserves of 3.0-3.5
billion tonnes, and which is currently mined mainly in the north-eastern Quang Ninh province. Viet Nam’s
coal mining activity is officially acknowledged to be seriously constraincd by frequent cquipment failures and
supply shortages, however, as a result of which only some 75 per cent of the existing coal mines’ design
capacity of 8.8 million tonnes per year can currently be utilized. Qutput is nevertheless more than sufficicnt
io meet domestic demand, and much of the surplus of some 500,000 to 700,000 tonnes per ycar is cxported
to Japan and the Republic of Korea.
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Crude oil is another valuable mineral rescurce with considerable potential for development, with several
offshore ficlds believed to contain reserves of up to 4 billion barrels® The first attempts to develop these
fields were initiated in the carly 1970s, but these were abandoned becausc of changing political
circumstances. The modern Vietnamese oil industry therefore has its origins in the signing of exploration
agreements with the USSR for three offshore ficlds off the southern coast in 1980. Of these, only two have
been brought into production so far; the Bach Ho (Whi= Tiger) ficld was brought into production in 1986,
and currently produces about 55,000 barrels per day, while the Dai Hung (Big Bear) field commenced
production in mid-1990. Following the implementation of the 1987 foreign investment law, several further
oil exploration agreements have been signed with a number of foreign companices, although United States
firms have been prevented from applying for concessions because of the continued operation of United States
sanctions.

Even though Viet Nam’s oil production levels are now rapidly approaching the levels required to satisfy
domestic demand, the bulk of this output is exported to Japan and Singapore in return for refined petroleum
products and Viet Nam also continues to import some 22 million barrels of refined products per year from
the USSR. The development of a major onshore marketing and refining centre, which may form the basis
for the subsequent development of a petrochemicals industry, has been under consideration for some time.
The economic viability of such a project, which would require the construction of undersea pipcline from the
offshore oilficlds remains uncertain, however, and is currently being cvaluated.

The only otier mincral resource to be exploited in any appreciable volumes is apatite, of which Viet Nam
is estimated to have reserves of up to 1 billion tonnes. They are currently being mined in conjunction with
the USSR at a rate of approximately 1.5 million tonnes per year to produce phosphate fertilizer and
insecticides.

Despite a gradual increase in power generating capacity in recent years, Viet Nam’s electricity supply
situation remains precarious. "Brownouts™ and power failures continue to occur at frequent iutervals and
cause considerable disruption and inconvenience. Several major power projects are under construction,
however, and their gradual coming on stream is beginning to ease the situation. The principal problem that
will then have to be rusolved will be the linking up of the at present still separate and unconnecied power
supply systems in northern, central and southern Viet Nam through the ccnstruction of a high voltage
transmission network and the establishment of a national grid.

Banking and finance

Lik= the rest of the Vietnamese economy, the country’s banking system is currently in a state of transition
and undergoing a rapid pace of structural change. As discussed in Chapter 1I (see Monetary policy), this
stifl ongoing process of restructuring was initiated in April 1988, when a number of important financial sector
reforms were introduced, which greatly enhanced the banking sector’s economic role beyond the mere
provision of financial resources to meet the government’s fiscal deficit and fulfil its economic planning
targets. Despite these developments, however, Viet Nam's banking system remains embryonic, and the
remainder of the financial services sector severely underdeveloped.

The banking system is headed by the State Bank of Viet Nam (SBV), which since the 1988 rcforms has
begun to fulfil the functions of a conventional central bank. It supervises and regulates the activities of the
other banking institutions in the systcm, issues currency in accordance with the broad policy objectives sct
by the Council of Ministers, and acts as a banker of last resort. Since March 1989 it has also been given the
responsibility for managing Viet Nam's foreign exchange reserves. To assist the SBV in its task of co-
ordinating the activities of the banking system, a National Banking Council has been established with local
counterparts in cach province. In addition, a National Monectary and Finance Committee chaired by the
Minister of Finance has also be installed to co-ordinate the government’s monctary and €-_4i policies.

The SBV is supplemented by four specialized State-owned commercial banks and a number of small private
banks which have recently been allowed to become established on an experimental basis. The four State-
owned commercial banks comprise the Bank of Forcign Trade (BFT or Vietcombank), Bank for Investment
and Construction (BIC), the Bank for Agricultural Development (BAD) and the Bank for Commerce and
Industry (BCI), all of which specialize in the fields of activity suggested by their names. Of these, the BAD
and BCI were only established in 1988 in connection with the banking reforms of that year. The other minor
banks currently operating in Viet Nam include two local joint stock banks, the Bank for Industry and Trade
(BIT) and the Export-Import Bank (EIB), and a joint venture operation known as Indovina Bank Lt:d
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between the BCI and the Indonesian Summa banking group. In addition, several other foreign banking
groups, including the Banque Frangais du Commerce Extéricure, Banque Indosucz, Banque Nationale de
Paris, Société Générale, Crédit Lyonnais, Thai Military Bank, Hong Kong and Shanghai Banking
Corporation, and Standard Chartered Bank are reported to have received permission to open representative
of"ces in Viet NamY/

The relatively small size of the Vietnamese banking sector is matched by its equally limited degree of
sophistication and range of services. Nearly all of the country’s banks lack computerized systems, and
relatively straightforward transactions such as telegraphic transfers, clearance of cheques and payments of
letters of credit involve inordinately long delays. Largely as a result of Viet Nam’s extended history of high
inflation, moreover, bank deposits have traditiocally been regarded with some suspicion. Cheque and savings
accounts appear to have gained some popularity in the past year or so, however, following the containment
of inflation and the introduction of positive real interest rates. In a sharp reversal of established trends, the
BFT attracted deposits of dong 900 billion in the first eleven months of 1989.

In other respects also, the provision of financial services is gradually improving. A particularly noteworthy
development in this connection was an agreement between the Vietcombank and the Banque Francais du
Commerce Extérieure to introduce the Visa credit card network into Viet Nam on 19 July, 1990. While this
development will have only a limited direct effect on the financial sector for the foreseeable future, it will
provide a service to visiting businessmen and tourists and hence add to Viet Nam's attractiveness for these
groups of foreign visitors.

Of wider relevance and impact has been the collapse in early 1990 of several privately operated credit co-
operatives which began to be tolerated by the government in the wake of the deregulatory reforms of the
past two years. Two such institutions in particular, associated with the Thanh Huong Perfume Co. and a
construction company called Xacogiva, proved to have been used for clearly fraudulent purposes by their
operators. Their collapse resulted in large-scale demonstrations by aggrieved depositors in both Hanoi and
Ho Chi Minh City, and severely dented public confidence in private sector banking activities. In order to
assuage the mounting public bitterness, the Council of Ministers was eventually forced to issue a directive
stipulating tighter control over such credit co-operatives in September 1990.

In late 1990 the government announced it was res.ructuring its banking system, establishing four autonomous
national commercial banks and placing the Cei:‘ral Bank under a ooard of directors. The reform outlined
in a November 14 decree, envisages the establishment of four new financial independent banks: Bank for
Agriculture, Bank for Investment and Development, Bank for Trade and Industry and Vietnamese Bank for
Overseas Trade. Each of the four new banks will be legal entities with independent accounting and financial
autonomy. They will be based in Hanoi and will have branches throughout the country.

Trade and services

Viet Nam’s transport and communications infrastructure suffers from a variety of inadequacies. The road
network is in a serious state of disrepair, and only about 40 per cent of it is surfaced with asphalt or tar,
At least half of the country’s road bridges consist of semi-permancent or temporary structures, and some 50
important river crossings continue to be serviced by ferries or pontoons. The motor vehicle density
(excluding motorcycles) amounts to approximately onc per thousand inhabitants, with a significant propertion
of even the existing fleet being obsolescent. Bicycles provide the prinii})al means of personal transport in
Viet Nam, which is estimated to have some 20 million of them in use 1Y In some of the wealthier parts of
southern Viet Nam, and especially in Ho Chi Minh City, they are gradually being replaced by motorcycles,
of which some 350,000 are reported to be in use.

The Vietnamese railway network, which suffered severe damage during the war, is in a similarly poor state
of repair, with much of the war damage only having been repaired on a temporary basis. The track bed is
in a poor state, the rails and sleepers are frequently in an unsafe condition, and the signalling system is
rudimentary. Approximatcly 100 of the system’s 480 locomotives are steam powered, and some of them are
more than 60 years old. About half of the freight and passenger wagons in use by the Vietnamese railways
are also more than 40 ycars old, and almost all are in an advanced state of disrepair. Faced with all these
difficulties, the Vietnamesc railways often find it difficult cven to meet their already generous allocation of
48 hours for the 1,730 km journey between Hanoi and Ho Chi Minh City.
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Other transport facilities arc also suffcring from a substantial degree of underinvestment. The highly
important inland waterway nctworks along thc Mckong and Red River systems are in urgent need of
dredging, the sca and river ports arc congested and poorly equipped, and domestic air transport services
provided by the national airline, Air Viet Nam are both limited and unrcliable. The telecommunications
system, mcanwhilc, is scvercly antiquated, inadequate and inefficient. In August 1990 however, Overseas
Telecommunications International (OTCI) based in Sydney, signed a contract to invest $80 million to
upgrade Vict Nam’s international tclecommunications system over the next 10 years.

The deterrent cffect of the poor infrastructure on cconomic development in general and the inflow of
potential private investment in particular is widely recognized, and several measures have either been taken
or begun to be considered in the recent past te alleviate Viet Nam’s many scrious infrastructural bottle-
necks. While they persist, however, they have the effect of seriously disruptin.z inter-regional trade flows
within Vict Nam. Alrcady the absence of an cffective transport network has resulted in a disintcgration of
the Vietnamese market into four essentially independent and unconnected regional markets centred on
Hanoi and Haiphong in the north, Da Nang and Hue in the central region, Nha Trang and Phan Rang in
the south central region, and Ho Chi M:nh City in the south.

C. ECONOMIC PROSPECTS

Vict Nam lies at the heart of one of the most dynamic regions in the world, and is surrounded by some of
the world’s strongest and fastest growing economies. The industrial powerhouse of Japan lies some 5,000
km to the north cast, while the now almost mature industrial economies of the Republic of Korca, Taiwan
Province of China, Territory of Hong Kong and Singapore lie between 2,000 and 5,000 km away. At even
closer proximity are the rapidly industrializing and developing economics of the ASEAN group of nations -
Brunci, Indoncsia, Malaysia, the Philippines, Singapore and Thailand - most of which have recorded annual
average growth rates of 6-12 per cent in the recent past. As the already extensive rcgional intcgration of
trade and investment flows intensifics in the coming years, Viet Nam stands to derive considerable economic
benefits mercly from its fortuitous location. Regional businessmen facing increased wage demands in their
own increasingly advanced economies and sceking alternative low-cost production sites are increasingly likely
to be attracted to Viet Nam, for example, as arc businessmen from outside the region seeking to capitalize
both on the country’s rclatively low cost structure and its proximity to the rapidly expanding markets of south
east and east Asia.

Clearly, the achicvement of Viet Nam’s potential to attract the capital flows needed to accelerate its own
economic development will depend to a large extent on the consistency and constancy of government policy.
In particular, it will depend on the perception of foreign investors regarding the government’s ongoing
commitment to the programme of economic liberalization, doi moi, that it initiaicd at the end of 1986. If
the government is secn to be serious in its resolve to proceed on the path of economic reform, and if it
continues to adopt pragmatic, market-related economic policies, the investment momentum that has already
been generated in the last two years is certain to be sustained and to give rise to a period of steady economic
growih. As the infrastructural and financial bottle-necks currently inhibiting investment growth arc gradually
overcome, moreover, the rate of growth will further accelerate.

The relatively favourable medium- to long-term outlook for Viet Nam’s economic development prescnted
here is supported by the increasing likelihood that the United States Government may lift its cconomic
sanctions on Vict Nam in the not too distant future. The dramatic shift i the United States Government'’s
long standing anti-Victnamese stance on the Cambodian issue announced in July 1990 was widcly interpreted
as a first step towards a gradual casing of tensions between the two countries. Though domestic political
considerations will causc the United States Government to procecd with considerable caution towards a
normalization of bilatcral relations, the process will almost certainly be supported vigorously by the United
States business community, which has alrecady begun to demand a relaxation of officiai United States
strictures in order to be able to compete for a share of what it believes to be a rapidly growing market with
considcrable potential.  Once United States entreprencurs succeed in having the sanctions lifted, their
expectations of Vict Nam’s growth prospects will almost incvitably become self-fulfilling as not only they but
also their rivals from clsewhere step up the competition for trade and investment links with Viet Nam, and
as the removal of sanctions unlocks the door for increascd financial assistance from the International
Monctary Fund and other multilateral and bilateral Ienders.

This gencrally favourable longer term outlook notwithstanding, Viet Nam faces a number of critical economic
problems in the short term, which have arisen primarily from the sudden and dramatic changes in its
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international trading relationships during the past year. In confronting the economic shocks gencrated by
these changes, the Government of Viet Nam will inevitably have to continue along the path of structural
adjustment that they have already embarked upon. The policy responses adopted by the authoritics in recent
months suggest that they recognize and accept this continuing need for cconomic restructuring, and arc
preparcd to implement it. This bodes well for the eventual achievement of the more favourable longer term
prospects.
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II. THE MACROECONOMIC AND INDUSTRIAL POLICY ENVIRONMENT
A MACROECONOMIC POLICY

Central planning

As suggested in Chapter I, the macroeconomic policy environment in Viet Nam is currently in the process
of transition, with considerable changes being made in all fields of government policy in order to enhance
the role of market forces. In general terms, however, the Victnamese cconomy continues to be organized
along socialist lines, with most large scale means of production tending to be collectively owned and many
resources being allocated through a mechanism of centralized planning. The planning process is centred on
the State Planning Committee (SPC), an advisory agency responsible to the Council of Ministers which
formulates five-year plans to establish medium-term prioritics and targets. These five-year plans form the
basis for annual economic plans, which set specific targets, usually in physical terms, for sectoral outputs and
investments, and also specify the volumes and patterns of input allocation. With primary importance being
given to the achievement of the physical plan targets, financial policies have historically been orieated mainly
towards accommodating the requirements of the physical plan.

Price policy

One of the main distinguishing features of the socialist economic system as practised in Viet Nam has been
the attempt to regulate prices in accordance with planning requirements rather than market signals. Even
though a free market dealing primarily in goods produced in excess of planning targets has been allowed to
persist, prices of both consumer goods and production inputs have traditionally been subject to official
control. This control has been excrcised mainly in conjunction with a rationing system, under which specific
quantities of essential goods have been sold to civil servants, employees of State cnterprises, pensioners,
students and welfare recipients at prices set on social welfare grounds and according to the customer’s rank
rather than on the basis of production costs or market fundamentals.

This policy gave rise to growing disparities between official and market prices, which were sustained by the
government’s pursuit of accommodative financial policies. Apart from provoking a distortion of consumption
and production patterns, this approach generated a need for increasing budgetary subsidies as well as
mounting inflationary pressures. The strains imposed by thesc developments became unsustainable by the
mid-1980s, and prompted the wide ranging reform of the price and subsidy system noted above. As a result
of these reforms prices throughout the agricultural sector now reflect free market levels, and the proportion
of Statc enterprise output sold at market prices increased from only about 20 per cent in 1988 to more than
80 per cent by the end of 1989.

Price developments since 1981 are illustrated in Anncx Table A-1, which indicates that the general consumer
price index covering both the frec and the regulated officiai markets rose by an annual average of 70 per cent
in 1981-1984. From 1985 onwards, however, inflation accelerated sharply to almost 500 per cent in 1986
before easing gradually by 1989. As the free market gained increasing importance by the latier ycar,
morcover, the rates of inflation in privatc and official markets began to converge, and since the beginning
of 1989 only a single inflation rate has been calculated by the Victnamese statistical authoritics, with no
distinction being made between official and market prices.

Fiscal policy

Fiscal policy in Viet Nam has traditionally becn aimed at facilitating the achievement of the physical
production targets of the annual State cconomic plan. The principal objectives of the Statc budget have
therefore included the provision of wages, salaries and food subsidies to public employees, the
implementation of the annual investment plan, the transfer of resources to State-ownced centerpriscs, and the
subsidization of some products and enterpriscs. Beyond mecting the need to finance the government’s
output targets, fiscal policy has played a limited rolc in Viet Nam, and it has rccently been argued that “the
budget was not conccived as an instrument (o restore economic balance, to ensure optimum allocation of
resources or to redistribute income™.V

The budgctary transaciions of the Government of Viet Nam sincce the carly 1980s arc summarized in Annex
Table A-7. A particularly striking fcaturc of these transactions is the dramatic increasc in their nominal
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value in response to the high .ates of inflation experienced in the latter years of the decade. As indicated
above, however, this inflation itsclf had its origins mainly in the rising expenditure commitments imposed
upon the government by the need to accommodate the financial requirements of the annual economic plans
while structural constraints prevented a matching increase in fisczl revenues. Despite considerable inflows
of external assistance, a substantial proportion of the resuiting large budgetary deficits had to be covered by
public borrowing from the domestic banking system, which inevitably kad a severe inflationary impact. This
vicious circle of inflation, fiscal deficits and monetary expansion was only broken by the wide ranging
cconomic reforms adopted in 1988-3Y, and especially by the measures to reduce the government’s budgetary
subsidics noted in Chapter L.

The revenue constraints confronting the Government of Vici Nam in the second half of the 1980s are
illustrated clearly in Annex Table A-7, which shows that it had become heavily dependent on non-tax
revenues in the years to 1987. A particularly important role was played by transfers from State-owned
enterprises, which accounted for approximately 75 per cent of total government revenue in 1984-1987. This
figure substantially underestimates the true macroeconomic impact of the State budget’s reliance on such
transfers since the liabilities of the State cnterprises were computed on the basis of administered costs and
prices rather than realized profits, and since the State enterprise sector itself depended heavily on bank
credit.

From 1988 onwards a number of mcasures were introduced granting increased financial autonomy to State
enterprises, which resulted in a substantial reduciion in the demands placed on these firms to support the
Statc budget. These measures werc matched by corresponding steps to correct the inadequacy of the
government’s tax revenue, which had been the principal cause for the emergence of the government’s
budgetary dependence on State enterprise transfers. In late 1987 a new tax was imposed on exports and
commercial imports, and a numbcer of revisions were made (o the tax system, with the rates or bases of the
licence tax, the turnover tax, the profit tax, and other commodity taxes being raised in response to inflation.
The depreciation of the dong and the ircrease in agricultural procurement prices in 1988-89 also had the
cffect of raising the yield of the import tax and the agricultural tax. Conscquently, the proportion of tax
income in total revenue increased to 24 per vent in 1988 and an cstimated 31 per cent in 1989 from a mere
19 per cent in 1984-1587.

In addition to its efforts to restructure and broaden its revenuc base, the Government of Viet Nam has also
sought to reduce its budgetary deficit by restraining public expenditure in recent years. Extensive cuts in
public sector emplovment and government subsidies were thus proposed in the 1988 budget, and these
measures were reinforced in the following year by the introduction of wage structure and exchange rate
reforms which resulted in the climination of all consumer and export subsidics. In addition, budget transfers
to State enterprises were sharply reduced, and an unprecedented imposition of fees for medical and
educational services was cffected in January and Scptember 1989 respectively.

The combination of tight resource constraints and rising recurrent cxpenditures inevitably resulted in a
reduced emphasis being placed on public sector capital spending during the 1980s. The share of
development outlays in total expenditure thus declined steadily from 31 per cent in 1985 to 20 per cent in
1988. In 1989 the share of capital spending rosc again to approximatcly 26 per cent, although this reflected
a slow-down in the growth of recurrent cxpenditure as the measures to inhibit it gathered momenium rather
than a substantial real incrcasc in public scctor investment.

Despite the recent cfforts to increase the government’s revenues and reduce its expenditures, a significant
fiscal deficit, estimated at some 40 per cent of total expenditure in 1989, remains.  Although a significant
proportion of this deficit still continues to be financed by forcign loans and grants, principally from the
CMEA countrics, more than half of it is still covercd by borrowing from the State bank with obvious
conscquences for inflation. With further spending cuts almost certain to be politically unacceptable as they
would impinge on important arcas of social expenditure, and with future inflows of budgetary assistance from
the CMEA countrics under sc.ious threat, the expansion of the government’s revenuc basc remains a major
policy priority. Its urgency has been enhanced in the aftermath of the liberalizing reforms of the past few
years by a growing tussle for availablc revenues beiween the eentral and local governments, many of which
have drawn up extensive investment programmes outside the national economic plan.

In the light of these developments, which arc complicating the drafting of the fourth five-ycar plan duc to
be introduced in January 1991, the June 1990 scssion of the National Assembly approved a number of tax
rcforms aimed at boosting the central government’s revenucs. This resulted in the adoption of new turnover,
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“special consumption” and income taxes. The turnover tax applies to all types of formal economic activity,
while the “special consumption” tax has been levied on six items regarded as luxuries (cigarettes, liquor, beer,
firccrackers, playing cards and paper products used in ancestral rituals) and the income tax is to be applicd
to corporations as well as individuals engaged in commerce. Political sensitivities prevented the introduction
of an amended agricultural tax, howewver, which was refeired back to the Council of Ministers for further
deliberation.

Monetary policy

Monetary policy has played only a comparatively minor part in the day-to-day management of the
Victnamese cconomy for most of the country’s post-reunification history. Until 1988 the growth of monetary
aggregatcs was determined principally by the need to cover the budgerary deficits and to meet the centrally
planned physical output targets of the State enterprises, with cash and bank credits being 1ssued in line with
the liquidity requircments of these firms. During this period the Goverament of Viet Nam therefore pursued
an essentially passive and accommodating monctary policy, and was unable io establish effe<tive control over
the growth of cash and credit.

Under the systcm in operation until 1988, the government’s annual monctary targets were set down in credit
and cash plans prepared by the State Bank of Viet Nam (SBV) in conjunction with the annual Statc
economic plans prepared by the State Planning Committee (SPC). The credit plan was derived essentially
through a summation of the credit requests of the individual State enterprises, co-operatives and, in a small
number of cascs, private individuals, as submitted by them to the various local branches of the SBV before
the start o” the planning ycar. The cash plan, meanwhile, which determined the volume of net cash injections
or withdrawals planned for a particular year, was based on projections of cash absorption and injection in
the economy for that year prepared by the SBV. In estimating the projected level of cash absorption in the
cconomy, particular consideration was given to planned levels of State sales of goods and services and the
cxpected level of savings mobilization. The estimated level of cash injection in the economy, on the other
hand, was dctermined principally by the government’s wage and salary payments, and by planncd levels of
procurcment by State cnterprises and co-operatives. Both the credit and the cash plan had to be approved
by the Council of Ministers, and could be adjusted by the government in the light of changed circumstances.

A historical survcy of the growth of principal monetary indicators in the 1980s is presented in Annex Tablc
A-8. This shows an accclerating expansion of domestic credit, which rosc by more than 300 per cent annually
in the late 1980s as rising prices triggered an accommodating increase in the disbursement of credit. It also
shows that the bulk of the credit was provided to State enterprises, which began increasingly to be used as
a source of working capital following increases in wages and administered input prices as well as the
introduction of governinent restrictions on the usce of credits for fixed capital after 1987. On the other hand,
however, the data in Annex Table A-8 fail to show the still considerable importance of United States dollars
and gold in the Victnamesc monctary systcm, which were used as a hedge against inflation by private savers
and in the conduct of cross-border trade. Gold was also employed for the purchase of durable goods and
mcdium-tcrm bonds issucd by State enterpriscs.

The approach to monctary management employed by the Government of Viet Nam until 1988 had two
particularly scrious shortcomings. Firs:, by being based on cash and credit plans derived as a result of
upward aggregation from the microcconomic level, it took insufficicnt account of macrocconomic linkages
and cffects. Sccond, by being tied to the physical plans and providing for an almost automatic cxpansion of
cash and credit volumecs in responsc to rising prices and wages, it proved incffectual in curbing inflation. The
latter weakness became increasingly significant in the sccond half of the 1980s as inflationary pressures
mounted, and forced the government 1o take a number of mcasurces to redefine the goals and mcthods of
its monetary policy.

In April 1988, the government conscquently announced a major restructuring of the banking system, which
allowed the SBV to transfer most of its retail banking activities to cxisting and ncwly established commerecial
banks. The rcorganization of the SBV as a morc orthodox central bank permittzd it to impose morc
restrictive credit policics, and since the second quarter of 1989 limits have been imposed on the commercial
banks’ borrowings from the SBV and on the net domestic asscts of the SBV, including quarterly ccilings on
the SBV's nct ercdits to the government, In March 1989, morcover, the SBV hegan to pursue a radically
different interest rate policy, with deposit and lending rates no longer being held far below the inflation rate
and the traditional differentiation of interest rates by purpose and borrower being abolished. A liberalization
of the gold market since Scptember 1988, which removed the official monopoly of the Statc on all gold
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transactions, provided a further means for controlling domestic liquidity by enabling the State banks to buy
or scll gold at market-determined prices.

The short-term impact of the recent monetary policy reforms of the Government of Viet Nam has been
dramatic, with the hyperinflationary spiral of the late 1980s being broken and relative stability being restored
within a period of a few months. The transition from a credit plan based mechanism to a more conventional
form of monctary control is still far from complete, however, and credit planning coatinuces to form the basis
of monetary policy. The replacement of this system with a macroeconomically more appropriate system of
monctary management will require not only the acquisition of expertise and experience by the SBV, but also
the creation of an adequate infrastructure for the transmission and analysis of relevant information flows.

Labour policy

A highly unbalanced population structure has reinforced the predilection of the Government of Viet Nam
for an interventionist role in the labour market, and forced it to adopt an active labour policy. Preliminary
results of the 1989 census thus show that Viet Nam’s population has remained predominantly rural, with only
about 20 per cent of the total population of 644 million living *.1 urban areas with more than 5,000 residents.
These data reveal further that the four major urban centres of Ho Chi Minh City, Hanoi, Haiphong and
Danang accounted for about 40 per cent of the tetal urban population, and that rural population densities
varied from less than 50 persons per sq km ia the upland provinces of Lai Chau, Son La, Gia Lai-Kontum
and Dac Lac to almost 1,000 per sq km in the more heavily populated rural areas of the Red River delta.
The uge distribution of the population is also very uneven, with the latest available disaggregated data
indicating that almost 40 per cent of the 1989 population were less than 15 years old.

In order to overcome the constraints to economic development imposed by the uneven regional population
distribution, the Goverrment of Viet Nam has initiated the establishment of "New Economic Zones™ (NEZs)
in the relatively underpopulated and uncultivated parts of the country, with considerable official
encouragement being given to townspeople and residents of the more densely populated rural areas to
migrate to thuse economic fronticr arcas. These measures appear to have had a considerable degree of
success, with official estimates suggesting that more than 3.5 million people have been rescttled in the NEZs
since the reunification of Viet Nam. In order to overcome some of the lingering unpopularity of this
rescttlement programme, and in particular the reluctance of the Vietnamese to be separated from their
relatives and acquaintances, the government has now begun to encourage the relocation of entire village
communities.

The imbalance in the Victnamese population’s age distribution poses a further problem, with its relative
youthfulness ensuring a high rate of labour force growth and an atiendant need to generate a correspondingly
rapid increase in employment opportunitics. Official labour force data reproduced in Annex Table A-4 thus
indicate an average growth rate of approximately 2.9 per cent per annum for the employed work force
between 1984 and 1988. This substantially exceeds the estimated overall rate of population growth of
approximately 2.1 per cent during the same period. A sharp drop in the number of employed workers in
1989 reduces the average annual growth ratc for 1984-1989 to about 1.9 per cent, however.

The data in Annex Table A-4 are widcly believed to understate the actual rate of labour force growth,
moreover, since they probably undercstimate the full rate of labour absorption by the private sector and only
take domestically employed workers into account, thus ignoring the unemployed members of the labour force
and those obtaining employment oulside Viet Nam. According to onc recent estimate, the total employed
labour force amounted to 32.6 million in 1988 rather than the recorded level of 28.9 million indicated in
Annex Table A-4. The same source also suggests that same 150,000 new job scckers per year arc likely to
have obtaincd inadequatc employment, while a further 60,000 arc likely to have become unemployed.

One mcasure adopicd by the Government of Viet Nam to alleviate the problem of absorbing the rapid
growth in the country’s labour force has been the organized dispatch of Victnamese manpower overscas.
This programme, which is opcrated under the anspices of the Ministry of Labour, has the additional benefits
of generating forcign exchange flows and providing opportunitics for the acquisition of technical and
managerial skills. During the 1980s some 220,000 Victnamcse workers, representing about 3 per cent of the
new entrants to the labour force, were sent abroad undcr this scheme. Of these, 210,000 went to Vict Nam'’s
partner countrics in the CMEA (principally the USSR, the German Democratic Republic, Bulgaria and
Czechoslovakia) and the remainder to African and Middle Eastern countrics (principally Algeria, Iraq and

Libya).
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Though large, the total number of Vietnamese expatriate workers falls well short of the numbers achieved
by other Asian labour cxperting countries, ard a significantly increased outflow is likely to be hampered in
the short term both by the unavailability of an adequate infrastructure and the uncertainties arising from the
recent political developments in the main Eastern Europcan markets for Victnamese manpower. Indeed,
scveral countries of castern Europe have sought in the past few months to terminate their labour agreements
with Vict Nam and arrange an accelerated repatriation of up to 200,000 Vietnamese workers. The return
of these workers will incvitably raise social and cconomic tensions within Viet Nam and impose incrcased
demands for domestic job creation. The ranks of the un- and underemployed are expected to be swelled
further by as< many as 300,000 pcople in the coming ycars, morcover, as a result of the anticipated
demobilization of Victnamese military forces returning from Laos and Cambodia. The level of
uncmployment is estimated at 5 per cent of the work force.

For the foresceable future, thercfore, the vast bulk of the annual increases in the Vietnamese labour force
will continuc to have to be absorbed in the domestic economy. As indicated in Annex Table A-4,
approximatcly 900,000 new jobs per year are recorded to have been created within Viet Nam between 1984
and 1988. By far the largest proportion of these were generated in the co-operative sector, even though the
data in Annex Table A-4 overstate the contribution of this sector because they have not been corrected for
the distorting effect of the accelerated co-operativization of private enterprise in southern Viet Nam in the
years to 1985. By contrast, employment in the State sector expanded only very modestly during 1984-1988,
largely as a result of budgetary constraints and the deliberate adoption of policics aimed .t reducing the
number of public employees within both the administration and the State enterprises. During 1989
cmployment contracted as the government laid off nearly half a million workers from State-run companies.
Employment levels in the private sector, meanwhile, have stagnated in the post-1985 period after suffering
a severe contraction in earlicr years as a result of the enforced co-operativization in the south of the country.

A breakdown by industrial origin of the data in Annex Table A-4 indicates that agriculture is the most
important source of cmployment in Viet Nam, and cach year between 1984 and 1988 has absorbed almost
500,000 new entrants to the labour force. In this context, the opening up of the NEZs has made a significant
contribution, and provided an cstimatcd 125,000 new jobs per year. Job creation in the State-dominated
sectors, including construction, industry, trade and public service, has been very modest in the latter half of
the 1980s owing to the fiscal constraints faced by the government. As a result of the government’s
accelerating withdrawal from the corporate sphere and the increased eniry of private capital into arcas
previously monopolized by State enterprises, however, these sectors are expected to bccome progressively
less vulnerable (o budgetary pressures in the coming years. This will permit an expansion not only of the
number of firms and the volume of their output, but also of their employmeat of labour.

Trade policy

Vict Nam’s cxternal trade has traditionally been subject to a wide range of regulations and controls in
keeping with the centrally planncd system of economic management adopted by the country’s government.
Under this systcm, an official trade plan cncompassing the bulk of the country’s projected trade flows was
formulated as part of the overall cconomic planning process, with volume targets being set for exports and
imports to and from the non-convertible and convertible areas. Much of this trade was conducted under
barter or countertrade arrangements of one form or another, and trade prices for incrchandise flows within
the non-convertible arca were frequently agreed on a bilateral basis between the trading partners concerned
with no dircct reference to prevailing international market prices.

The implementation of the trade plan was assigned to a number of specialized State trading corporations
under the control of the central government, which were required to export and import the agreed volumes
of products at thc agrced priccs. Where the agreed cxport prices were insufficient to cover domestic
procuremcnt costs, subsidics werc available from the Export Support Fund. Priority was also gencrally given
to the development of trading links within the non-convertible arca, with the State irading corporations only
being permitted to trade with the convertible arca once they had met the targets set for the non-convertible
arca.

Scttlements with the CMEA countrics were made cither through bilateral clearing accounts or through the
transferablc ruble scttlcment systcm, which also provided for the granting of short-term credit facilitics from
the International Bank for Economic Co-operation (IBEC) for up to 2 per cent of the valuc of Vict Nam’s
transactions with the CMEA bloc. Scttlements with the convertible arca, mcanwhile, were madc mainly in
United States dollars. in both cascs, however, a complex system of multiplc cxchange rates was cmployed
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depending upon the nature of the transaction, with price adjustments being offered to counter the effects
of unrealistic exchange rates.

As Vict Nam’s highly overvalued currency necessitated the granting of increasingly large export subsidics and
shortfalls in domestic production constrained the country’s ability to meet its export targets, this system came
under increasing strain. In the carly 1980s it was therefore modified to include a large number of ncwly
established foreign trade corporations under the jurisdiction of provincial and municipal authoritics, which
were intended primarily to trade with the convertible arca at market-related prices and exchange rates, and
were also permitted to retain a proportion of their forcign exchange earnings to finance their own imports.
By the end of the decade more than 80 such enterprises had been established, especially in Ho Chi Minh
City.

As part of the more thoroughgoing process of cconomic reform initiated from 1987-88 onwards, the
Government of Viet Nam has also introduced several adjustments to its traditional trade policy during recent
years. In a measure aimed primarily at improving its fiscal balance, it imposed a variety of new taxes on
international trade in early 1988. These included both export taxes, which were levied at rates scldom
exceeding 10 per cent, and import duties, which ranged from 5 per cent to 55 per cent, with the lowest rates
being levied on imports of capital and intermediate goods, and the highest on imports of consumer goods
classified as luxuries.

In February 1988 the regulations governing foreign travel were cased, with a limited degree of private foreign
travel having being permitted, espeaially for reasons of health, education and visiting relatives. In the case
of such family visits, however, the costs must be met by the relatives being visited. Beyond this modest
liberalization of travel restrictions, however, non-merchandise trade remains closely regulated. All
transactions on invisible account thus require individual authorization by the Vietnamese authorities, which
provide reasonable volumes of foreign exchange for such transactions on a case by case basis. All travel
abroad, including both official business travel and private travel, also still requires the authorization of the
prime minister’s cabinet.

A particularly important policy shift aimed at improving Viet Nam’'s trade performance was introduced in
carly 1989. This involved a rationalization of the compicx system of multiple exchange raies employed in
the conduct of ii:c country’s trade with the convertible area as well as a sharp devaluation of the dong, which
brought its official exchange rate broadly into line with the rate prevailing in the free market. The combined
cffect of these changes was to stimulate a substantial expansicn of Viet Nam’s external trading links from
mid-1989 onwards.

As recent developments in eastern Europe have resulted in a disruption of Viet Nam’s long established
trading patterns in 1990, hewever, its trade prospects have been placed in considerable jeopardy. Confronted
with this danger, the government has taken a number of measures to promote exports and diversify Viet
Nam’s trading links. These mcasures, which as noted in Chapter 1 have included a further substantial
devaluation of the dong, should enable the country to withstand the shacks generated by the collapse of its
existing trading rclations, and to replace them with more robust market-based trade patterns.

The highly regulated foreign irade system adcpted by the socialist rulers of Viet Nam has almost inevitably
spawmned an extremely active black market, which operated at both the internal and external level and
remains an important feature of the Vicinamese economy to this day. One recent study has thus estimated
that as much as 40 per cent of the country’s total economy "exists under the table” while also pointing out
that “the end of the black mavket - especially for quality consumer goods - is nowhere in sight'.:-’/ Even
senior civil servants are reported to be involved in such unofficial trade, which is flourishing throughout the
country but especially in the south.

The most visible manifestation of this black market has long been the widespread availability, cspecially in
southern Vict Nam, of an extensive range of smuggled consumer goods. This smuggling is officially
described as having reached epidemic proportions since the opening of Viet Nam's borders with China and
Cambodia two ycars ago, with government spokesmen claiming that at least 60-65 pcr cent of all goods on
salc in the major citics in the first half of 1990 consisted of contraband. Concerned about the vast outflows
of forcign exchange and gold to finance these illegal imports, the government lauached a firm crackdown
against smuggling in the sccond hall of 1990, with all sccurity agencics, four ministrics, and local People’s
Committces being activated into a co-ordinaled campaign againsi the problem.
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Despite the recent efforts of the Government of Viet Nam to encourage increased trade and financial flows
between Viet Nam and the outside world, the country’s reintegration into the international cconomy remains
constrained by the continued absence of formal tics with the United States and the persistence of United
States economic sanctions.  These restrictions, which are imposed under a variety of United States laws -
including the Trading with the Encmy Act (TWEA) of 1917 as amended by the International Emergency
Economic Powers Act (IEEPA), the Export Administration Act of 1979 and the Omnibus Trade and
Competitiveness Act of 1988 - strictly prohibit all individuals or corporations subject to United States
jurisdiction from cntering into any direct or indirect commercial dealings with Viet Nam.

Apart from preventing the development of normal economic relations between the United States and Viet
Nam, these measures have also resulted in Viet Nam suffering a high degree of ostracism in the broader
nternational arena. Initial hopes that the United States sanctions wouid be lifted following the withdrawal
of Vietnamese forces from Cambodia, which had long been the stated United States condition for a
normalization of United States-Victnamese relations, have not been fulfilled as the Government of the
United States has introduced a series of other conditions. Both econcmic and political considerations may
cause an improvement in United States-Victnamese relations, however, and hence an easing of United States
sanctions, in the not too distant future. The United States business community is already showing signs of
concern over the prospect of being excluded from a potentially rapidly developing market as a result of these
restraints, and the accelerating improvement in East-West political relations as well as the increasingly
important United States policy objective of preventing a return to power by the Khmers Rouges in Cambodia
also augur well for the re-establishment of diplomatic and other ties between the two countrics.

B. INDUSTRIAL POLICY

The Vietnamese authorities have traditionally placed considerable emphasis on the country's industrial
development. In linc with its socialist orientation and outlook, the government of North Viet Nam adopted
at a very carly stage the Sovict model of centrally planned and State implemented industrialization. Within
this framework, annual production targets were set by the planning authorities for a wide range of industries,
and a number of official agencics were charged wath the task of providing the predominantly Statc-owned
industrial cnterpriscs with the necessary inputs and facilities to meet thesc targets. In setting their targets,
the planners gave priority to the establishment of a heavy industrial base, which resulted in the adoption of
an esscntially import-substituting industrialization strategy.

This strategy formed the basis of the fisst five-year plan adopted by the Government of North Viet Nam in
1961, and remained a pre-cminent feature of its industrial policy in subsequent years. In 1975-76, following
the defcat of South Viet Nam and the unification of the country, it was extended to the south, where
industrial devclopment had previously been focused primarily on the establishment of privatcly-owned
manufacturing facilitics for light consumer goods. The First National Plan for the unificd country, which was
launched in 1976, conscquently continued to place high priority on the expansion of heavy industrial
production with the cventual aim of achicving sclf-sufficicncy in this arca.

In practice, however, this policy proved difficult (o sustain. Inadequate financial and technological resources,
cxacerbated by the continuing imposition of United States sanctions which the Government of Vict Nam had
expected would be lifted during the plan period, resulted in input shortages, high costs, and low output
quality as well as a significant underutilization of installed capacity. The achicved annual average rate of
industrial output growth of 0.6 per cent thus fell far short of the targeted rate of 16-18 per cent per annum,
with the failurc of the plan being reinforced by the fact that the overwhelming priority given to the
proCuction of capital goods resulted in severe shortages of consumer and intermediate goods.

Faced with this scrious undcrachicvement of plan targets, the Vietnamese leadership initiatcd a
comprehensive review of its industrial policy in 1981-52. In 1981, the government introduced a “triple plan”
system for Statc-owncd cnterprises aimed at raising their capacity utilization levels. Under this scheme, State
enterprises were subjected to the strictures of three interlocking plans, with the overall State cconomic plan
being designated as Plan A and (wo further plans, B and C, being adopted as subsidiary plans aimed at
cnsuring high levels of capacity utilization.  Of these, Plan B involved an attempt to stimulate additional
production on the part of the State enterprises by crcouraging them to acquire additional inputs by their own
cfforts, while Plan C involved the mobilization of State enterprisc employces to utilize the facilitics of the
enterprisc (o produce yet more additional output on their awn account. While the output produccd under
Plan A had to be sold to the State procurersent agencics, the output produccd under Plans B and C could
also be sold on the free market.
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The introduction of this “triple plan® mechanism was followed in 1982 by the adoption of "new economic
oricntations” by the Victnamese lcadership at the Vth Party Congress. These were based on a recognition
of the high degree of resource misallocation that had been generated by the earlier industrialization policies,
and thus involved a shift in emphasis from heavy to light industrics and from a predominantly import-
substituting industrialization strategy to a morc balanced approach placing increased stress on the
establishment of an export-oricnted manufacturing capacity. These shifts in industrial oricntation were
accompanied by a partial dercgulation of the industrial sector, which resulted in the State-owned enterprises
being granted and increased degree of autonomy, especially with regard to the procurement of imported
inputs and the development of export markets, and the role of private enterprise in the industrial sector
being enhanced.

These revised policies were put to test in the Second National Plan launched in 1981, which achieved an
average annual industrial output growth of 9.5 per cent, well in excess of the plan’s targets. Equally
significantly, the bulk of this growth was generated by small- and medium-scale enterprises, many of which
were in the private sector. Despite their relatively high degree of success in achieving the aims set for them,
however, the ideologically suspect nature of these new policies meant that they were accepted only grudgingly
by the more conscrvative members of the Vietnamese leadership, who were particularly incensed by the
increased level of economic decision making power delegated to the individual State enterprises ind their
workers as a result of the 1981-82 reforms.

In 1982-83, as the economic situation improved and the growth in national income and output began to
accelerate again, these more orthodox elements were able to expand their influence and achieve a partial
reversal of the reform process. Under their pressure, the government was temporarily forced to restore an
increased level of central planning and to reimpose some of the restrictions on private sector activity that
it had lifted in the preceding few years. By the end of the Second National Plan in 1985, however, it became
abundantly clear that whatever output growth had been achieved during the plan pertod had been due to the
impact of the reforms of 1981-82, and that the partial return to orthodoxy in later years had only had a
retarding influence on this growth,

A dispassionate analysis of the weaknesses of industrial policy and performance in Viet Nam during the first
ten years after reunification is contained in a recent report by the State Planning Committee of Viet Nam
and the United Nations Development Progiamme, and describes this period as a decade of instability and
ineffectiveness”® It points out further that State-owned enterprises were estimated to have utilized only
40-50 per cent of available capacity during this period, largely because of shortages of energy and raw
materials and the inadequacy of Viet Nam’s transport and communications infrastructure, and that the
equipment and production technologics employed by these enterprises was outdated and the quality of their
output low. It goes on to note that the Government of Viet Nam identified the following principal causes
for the less than cntirely satisfactory performance of the industrial sector:

- Investment had been scatiered over too many projects in an uncoordinated manner, and a number
of these projects had been subject to construction delays or been left unfinished.

- The planners had failed to anticipate fully the lack of capital resources and the inadequate
availability of raw materials (especially imported inputs) and energy supplies.

- Export-oriented activities had not been given the high priority they deserved.

- The Statc enterpriscs had cngaged in only a limited degree of specialization and trade, with most
of them being vertically intcgrated but showing little sign of horizontal integration.

- The application of scicnce and technology in industry had been weak, 2+.d only a limited degree of
technological progress had been achieved.

- Excessive burcaucratic centralization had restrained initiative and creativity among the industrial
work force, and thc output of the State-owned entcrprises was insufficiently competitive on
intcrnational markets in terms of both quality and prices.

Acting upon thesc findings, the Victnamesc authorities conducted a thorough re-appraisal of their economic
policies in gencral and their industrial policy in particular, and in December 1986 the sixth Party Congress
initiated the process of doi moi (rcnewal or renovation) and approved a scrics of important economic
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reforms. One of the principal cffects of these reforms was a significant liberalization of the industrial policy
of the Government of Viet Nam, with direct government controls over most State enterprises being removed.
Only in the case of 35 "key" industrial sectors, which included coal, electricity, steel, chemicals, fertilizer,
transport and communications and a number of light industrial prnjects did the government retain some
measure of direct control in the day-to-day management of State enterprises. All others were declared free
to recruit and remuncrate workers, procure raw materials, attract capital through borrowing and investment,
and market their own output. The State only retained the right to receive tax payments and profit
repatriations, which were calculated by comparing their allowable costs with tae value of their sales. Loss
making firms, it was decided, would cither be shut down or transferred to some other form of ownership.

This process of industrial liberalization was sustained in the following yzars. In December 1987 the Council
of Ministers issucd a decree (No 217), which granted greater independence to all manufac’ 1ring enterprises,
including the producers of the 35 strategic items, and ended direct State involvement in the management of
their production and distribution. In addition, controls on the holding of foreign cxchange by industrial
enterprises were also relaxed, and they were granted direct access to foreign markets. The impact of these
measures was rcinforced by a series of subsequent deregulatory policies, involving in particular a virtual
abandonment of the complex system of State administered prices. This resulted in the effective demise of
the “triple plan” system introduced in 1981 as the almost universal adoption of market based prices displaced
the differential input pricing mechanism cn which the system was based.

C. FOREIGN INVESTMENT POLICY

Whilst adopting these reforms the government also recognized the important contribution that direct foreign
investment could make to Viet Nam’s industrialization by attracting foreign funds, techr.ology, expertisc and
export markets. In a major departure from previous policy it thercfore drafted a new law on foreign
investment, which was approved by the National Assembly on December 29, 1987, and promulgated by the
Council of State on January 8, 1988. In the context of this law, which is reproduced in full in Annex B.1,
the government designated several ficlds of activity as being particularly suitable for forcign participation.
These included:

- Import substituting and export promoting activities contained in major economic development
programmes.

- High tcchnology industrics using skilled labour and raising the output of cxisting industrics.
- Labour-intcnsive industries employing local labour, raw materials and other resources.
- Infrastructural projects.

- Scrvice sector activitics capable of gencerating foreign exchange, such as tourism, ship repair, air
transport, and airport and scaport scrvices.

Although the government has sought to promote foreign investment in these priority scctors in particular,
it docs not discourage such investment clsewhere in the cconomy, and all sectors of the cconomy arc
formally open to foreign investors. The new law on foreign investment distinguishes between three forms
of such investment:  contractual or co-operative arrangements between foreign and Vietnamese firms,
incorporated joint ventures with forcign cquity participation, and wholly forcign-owned caterpriscs. In the
case of joint ventures this law imposes no limit on the maximum sharcholding of the forcign partner bur does
specify a minimum sharcholding of 30 per cent. The capital contribution of the foreign partner may take
the form of forcign exchange, technology and patents, fixed plant and cquipment, and sparc parts, whilc the
domestic partner’s contribution may be provided in the form of local currency funds, buildings and fittings,
plant and cquipment, rights to iand and other natural resources, and services. Under the original terms of
the forcign investment law, however, the participation in joint venture enterpriscs was limited to State-owned
domestic firms and co-operatives.

Licences granted to joint venture projects under the foreign investment law have an initial validity of 20
years, bul may hc extended. In addition, the foreign investment law guarantees the fair and cquitable
treatment of forcign investors, with Article 21 prohibiting the expropriation or nationalization of invested
capital, property and forcign asscts of forcign corporalions or private persons investing in Viet Nam. Forcign
investors arc also assurcd the right o remit abroad their share of corporate profits and any other carnings
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arising from their business opcrations. At the same time, however, foreign investment enterprises are not
permitted to reduce their approved capital base during the course of their operations. They are also required
to retain some funds in Viet Nam through an obligation to allocate at least 5 per cent of their annual profits
to cstablish a reserve fund, which may not exceed 25 per cent of the approved capital of their enterprise.

With the exception of investments in the extraction of oil, natural gas and other valuable natural resources,
where higher rates may be levied, the rate of corporate income tax is restricted by the investmei-t law to a
range of 15-25 per cent. In addition, the Government of Viet Nam is authorized to grant tax holidays and
waivers on export and import duty at its own discretion. In specific cases, foreign joint ventures may thus
be exempted from the payment of corporate income tax for up to two years after their first profit making
year, and may be granted a fifty per cent reduction of corporate income tax for a further period of two years.
In assessing their tax liability, foreign investment projects may also carry forward losses and set them off
against profits for up to five years.

The investment law aiso makes no unrcasonable demands with regard to the staffing of enterprises
established with the participation of external investment funds. The composition of the board of directors
of a joint venture must reflect the relative sharcholdings of the local and foreign partners, and major policy
decisions must be approved unanimously by the board. In the case of joint ventures, the post of general
manager may be held by a foreigner, although at least one of the deputy general managers must be a
Victnamese. In the case of wholly foreign-owned firms, the entire management may consist of foreigners
as long as they conduct their operations in accordance with Vietnamese law. Although enterprises
established under the forcizn investment law must give preference to local managers and workers in their
staffing decisions, expatriates may be employed if qualified Vietnamese cannot be recruited. In general
terms, foreign invested companies are also given a relatively free hand in dismissing employees whose work
is unacceptable.

Article 36 of the foreign investment law provides for the establishment of an official agency to administer
the approval and execution of foreign investment. This provision was reinforced by an implementing decree
(No 139) issued by the Council of Ministers on September 5, 1988, to regulate in detail the execution of the
foreign investment law, which stipulated the creation of a State Committee for Co-operation and Investment
(SCCI) for the purpose of managing and administering all direct foreign investment in Viet Nam. The
establishment of thts body was ratified by the Council of Ministers in March 1989, and it commenced
operations in June of that year.

The SCCI is conceived as an inter-ministerial body responsible for co-ordinating the activities of all the
various official agencies involved in premoting, approving, facilitating and implementing foreign investment.
It thercfore brings tng.il>r representatives of the Ministry of Finance, the State Bank, the Ministry of
Commerce, the State Commussion for Science and the State Planning Committee. It represents the final
decision making body in approving and rejecting foreign investment proposals, and consists largely of lawyers

and industry specialists, whose principal functions may be summarized as follows:

- To provide guidance and assistance for foreign and Vietnamese firms engaged in the negotiation
of joint venture and co-operation contracts, and for foreign firms wishing to establish wholly foreign-
owned enterprises in Viet Nam.

- To provide foreign investors with an understanding of Victnamesc laws and regulations, and to help
forcign investors overcome any problems that they may encounter.

- To examine, cvaluate and approve foreign investment proposals involving both joint ventures with
domestic corporations and wholly foreign-owned enterprises.

- To determine investment priorities, and to grant preferential conditions to forcign investment
projects in favoured sectors.

- To monitor and supervise the operations of enterprises involving foreign capital investment.
- To analyse the cconomic conscquences of direct forcign investment.

Its many attractive features notwithstanding, the foreign investment law of 1987 as originally promulgated
also left a number of critical issucs unresolved. The regulations governing labour rclations in the foreign
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investment law constituted a particular arca of uncertainty, and were highlighted in a recent report compiled
by the State Planning Committee of Viet Nam and the United Nations Development Programme, which
stresscs their potential to “cause problems for foreign investors"¥ One of the most important of these is
the continuing direct and indircct pressure excrted by labour administrators to influence the recruitment
policies of foreign investment firms in favour of politically acceptable rather than technically qualified
personnel. In addition, the report points out that the labour regulations associated with the investment law
fail to set adequate standards regarding working conditions in foreign investment enterprises. In particular,
it argues that issues such as working hours, probationary periods, holidays, social and welfare matters and
the conduct of labour disputes should be centrally regulated rather than being left to collective negotiations
between the workers and management of individual firms.

Recognizing, the remaining weaknesses of the foreign investment law of 1987 and its associated implementing
decree of September 1988, the government has introduced several further laws and regulations concerning
foreign investmeni in subsequent vears. One set of such measures requires all firms operating in Viet Nam
to pay all locally incurred costs {including fees, taxes and deposits) in hard currency, and stipulates that all
wages and salarics paid to locally engaged staff must be "derived from foreign exchange™. It therefore implies
the need for potential investors either to be export oriented or mport foreign exchange to pay their staft.

Another set of no less than 15 amendments to the terms of the original iaw was also introduced at the June
1990 session of the National Assembly. Inter alia, this allows private Vietnamese firms to enter into joint
venture arrangements with foreign investors in a wide variety of economic sectors, and also permits more
than one foreign firm to participate in a single joint venture project. In addition, it provides for additional
tax incentives to be granted to foreign investors prepared to locate their Vietnamese enterprises in remote,
underdeveloped or thinly populated areas.

Partly in response to the issues raised in the above discussion of the labour and employment regalations
contained in the foreign investment law, the Council of Ministers issued a new statute in August 1990
governing the employment of labour by enterprises with foreign invested capital. This regulation permits
such firms to recruit their labour from any part of Viet Nam. It does not, however, address one of the main
complaints of foreign businesses, that they have to hire labour through government operated labour supply
agencies and service companies at salaries exceeding the prevailing market rates, with a substantial
proportion of these earnings being retained by the government.

Firm measurcs have been taken by the Government of Viet Nam to provide protection for intellectual
property rights, however. It has thus secured Viet Nam’s entry into the World Intellectual Property
Organization (WIPO), and in January 1989 issucd a decree on the protection of industrial property rights.
This decree supplements and updates a number of existing ordinances on technology transfer and intellectual
property, most of which were themsclves introduced in 1988 and between them provide a reasonably
comprchensive regulatory structure for the protection of intellectual property rights. In addition, the
government has also licensed the activities of the Bureau for the Promotion and Development of Intellectual
Property Activities (Investip), a privately-owncd consultancy firm providing legal and technological assistance
to private investors on matters pertaining to technology transfer and the licensing of patents and trademarks.

The establishment of this rclatively favourable investment environment has yielded impressive results.
According to a report presented (o a session of the National Assembly in mid-June 1990, approximately 105
foreign investment projects worth more than $852 million had been approved in 1988 and 1989. By thc
beginning of September 1990 the number of approved investment projects had been increased to 183, and
their overall value to $1.83 billion, A particularly significant development in this context is a resurgence of
Japanesc trade and investment intcrest, with several major conglomerates having opened offices in Hanoi
and Ho Chi Minh City during 1990. The total value of Japanese direct investment projects was cited at $71
million in mid-May 1990.

Though remarkable, the recorded increase in foreign investment interest during the past two and a half years
is widely believed to fall short of Viet Nam’s true potential. In part, this is due to the continuing sanctions
being imposed by the United States against the country, which in addition to the trade restrictions discussed
earlicr also include an effective ban on direct investment through the operation of the Foreign Assets Control
Regulations (FACR) authorized under the Trading with the Enemy Act (TWEA) of 1917 and the Export
Administration Act of 1979. To perhaps an even greater extent, however, this failure by Viet Nam to realize
its true potential in attracting foreign investment may be ascribed to the persistence of a number of
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institutional and regulatory impediments to the smooth absorption of foreign investment funds and the
implementation of foreign investment projects.

The most important of the outstanding issues still needing to be tackled by Vietnamese policy makers include
an inadequate access to funds, both domestic and foreign, to finance not merely the desired levels of
investment but even the required levels of working capital. Restrictions imposed by the government on the
availability of foreign exchange exert a particularly severe constraining cffect on a number of firms, and
especially those which supply the domestic market only and therefore do not generate any foreign currency
carnings of their own. The impact oi these restrictions is exacerbated by the limited availability of
domestically generated investment funds, especially for privately-owned enterprises. The creation of a
suitable financial infrastructure, comprising at the very least a reasonably well developed commercial banking
network and at best an efficiently functioning capital market as well, is therefore an important prerequisite
for a more rapid growth of investment interest.

A rapid expansion of private investment interest in Viet Nam is also hampered by the lack of a suitable
transport, communications, travel and hotel infrastructure. The poor state of many of the country’s roads,
hotels and telecommunication facilities is widely recognized as having an inhibiting effect on the inflow of
foreign investment funds, even among its economic planners themselves. The deterrent effect on foreign
investors of these infrastructural constraints is heightened, moreover, by difficulties in obtaining moderm
cquipment and spare parts, and by a general inadequacy of staff with appropriate technical expertise, as weli
as a lack of cost and quality consciousness among employees. Especially in the State-owned enterprises there
is also a considerable degree of managerial weakness, with the officials charged with operating these
enterprises frequently having only limited business skills. Other problems believed to be inhibiting private
investment include relatively high local cost structures and difficulties in establishing an adequate quality
control regime, as well as insufficient vertical and horizontal linkages in the Vietnamese economy, which limit
the scope for the establishment of processing industries based on Viet Nam’s generous endowment of natural
resources.

While several of these weaknesses will inevitably take a considerable amount of time and effort to overcome,
there is little doubt that the Government of Viet Nam is aware of the need to mitigate their effects if an
increase in the volume of direct investment are to be achieved and sustained. Several further reform
measures aimed at improving the operating environment for foreign invested enterprises and joint ventures
are therefore reported to be in various stages of preparation. According to a Ministry of Justice spokesman
cited in a recently published rcport,g/ foreign direct investment will eventually be regulated by more than
20 separate laws, of which twelve have alrcady been approved and the remainder are currently being drafted.

The release of one set of such regulations, which was originally scheduled to be introduced by the end of
1989, is now said to be imminent. It is expected to cover the issues of technology transfer, the establishment
of representative offices it: Viet Nam by foreign firms, the residence and tax liability of foreign investors in
Viet Nam, and customs and foreign exchange procedures pertaining to foreign investors. A further set of
regulations, which was originally scheduled to be issued by June 1990 and is currently being drafted, is
expected to cover the pricing of natural resources, public utilities and land. Additional laws on oil and gas
exploration, domestic investments, and the establishment and operation of Export Processing Zones (EPZs)
are also reported to be under consideration. In addition, the government also intends to pass a series of
company, banking and commercial laws, as well as a law regulating landlord-tenant relationships, and three
tax laws governing agricultural benefits (profits) and a special sales tax. An extension of income tax to cover
workers in State- and privately-owned firms (including foreign investment enterprises) and the imposition
of a natural resources tax is also proposed. Finally, a comprehensive Civil Code, involving a full range of
laws covering all issues, including banking, contracts, intellectual property, labour, land, property, etc. is due
to be introduced by 1995.
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III. THE MANUFACTURING SECTOR

A >ROWTH AND STRUCTURAL CHANGE

The industrial sector/ in Viet Nam exhibits several structural and institutional dichotomies. At onc level
it can be distinguished between State- and co-operatively or privately-ovned eaterprises, where the former
can be owned and operated cither by the central government or by various levels of regional government,
including provincial, district and city governments. At another, it can be divided between heavy industries
producing capital or producer goods, which in the socialist terminology employed in Viet Nam are referred
to as “Group A" industrics, and light industries producing consumer goods, which are described as “Group
B’ industries. Finally, it can be categorized according to scale of operation between large-scale industries
and small-/medium-scale industrics (SMls), where the latter can range from small family-based artisanal
establishments to quite substantial undertakings employing several hundred people.

There are some obvious correlations between these categories. The heavy industries, for example, are more
likely to be State-owned than privately-owned, while the SMIs are more likely to produce conasumer goods
than capital goods. These relationships are by no means always exclusive, however. State-owned industrics
can thus be both large and small/medium in scale, and produce both capital and consumer goods, while
privately-owned industries can also be both large and small/medium in scale although their output is more
likely to consist of consumer rather than producer goods. By the same token, consumer goods industrics
may be owned cither by the State or by co-operatives or private entreprencurs. They may also be both large
and small/medium in scale, although the latter is more likely.

The available data do not in all cases permit a precise quantification of the relative shares of these various
subdivisions of the industrial sector. In particular, they provide only a very hazy indication of the proportions
of industrial output accounted for by the State-owned and privately- or co-operatively-owned components
of the sector. The best available estimates suggest that more than half of Viet Nam's industrial production
is generated by Statc-owned enterpriscs, with co-operatives accounting for somewhat more than a quarter
and private individuals for 16 per cent 2 These proportions are reversed in terms of employment generation,
with less than one million of the total industrial labour force of three million being employed in the State-
owned cnlctpriscs.y As was argucd in the previous Chapter, however, the boundaries between the publicly
and privately administered parts of the Victnamese economy are beginning to become blurred urnder the
impact of recent economic reforms, which have reduced direct State control over the management of State-
owned firms and permitted them to enter into joint ventures with private entreprencurs.

Despite the fact that it thus accounts for a less than overwhelming share of the industrial sector as a whole,
the State-owned component tends to be the only one that is comprehensively covered and documented by
official Victnamese statistics. The substantial private and co-operative components of the industrial sector
are frequently neglected in these statistics, and their impact on overall industrial output and employment
ignored. Though perhaps understandable in terms of the difficulties involved in collecting and compiling the
relevant data from these much more diffuse and diverse subsectors, this omission of private sector statistics
can sometimes lead to inappropriate and misleading interpretations being drawn about the industrial sector
as a whole from the partial data for the State-owned component presented by the Vietnamese avthoritics.

As shown in Table 1.1, the industrial sector as a whole recorded rapid rates of growth averaging more than
10 per cent per annum in real terms between 1983 and 1988, although an apparent contraction of industrial
output in 1989 caused a decline in the average annual growth rate to that year. In either case, however, the
rate of growth of the industrial sector substantially exceeded the rate of overall GDP growth, as a result of
which the share of industrial output in GDP rosc from less than 22 per cent in 1983 to a peak of 26.3 per
cent in 1988 before casing to 24.3 per cent in 1989, This confirmed the position of the industrial sector as
the second most important source of output and income generation after agriculture.

As also noted in the previous Chapter, there has been a distinet shift in the industrial policies and priorities
of the Government of Vict Nam since the early 1980s, which has had a wide ranging impact not only on the
State-owncd cnterprises that dominate industrial production but also on the industrial sector more generally.
In the immediatc aftermath of Vict Nam’s rcunification, the government sought to extend to the whole
country the orthodox socialist industrial stratcgy emphasizing the establishment of a heavy industrial base
which had been pursucd in North Viet Nam since the 1950s. While acknowledging that a rapid expansion
of agricultural and light industrial production was ncccssary to mect the pressing consumption requircments
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of the populaticn, the First National Plan launched in 1976 therefore continued to regard the development
of Vict Nam's heavy industrial base as the principal long-term objective of the government’s economic policy.

Faced with severe resource constraints, however, the government proved unable to meet the industrial growth
target of 16-18 per cent per annum set by the plan. Output of capital goods increased at an annual rate of
only 1.1 per cent during this period while output of consumer goods actually declined by 0.6 pcr cent per
year. This disappointing performance provoked an extensive review of the government’s cconomic policy
in general and its industrial policy in particular, which culminated in the adoption of several important
reforms discussed in greater detail in Chapters I and II. These included the “triple plan® system introduced
in 1981 to increase capacity utilization in the State-owned industries, and the “new cconomic orientations”
embraced in 1982, which involved a shift of emphasis in favour of light industrial production and a significant
devolution of decision-making powers from State planners to the managers of individual Statc-owned
enterprises.

The result of these reforms was a considerable acceleration of industrial output growth. In the State-owned
sector, to which the bulk of the limited data available refer, a rate of gross industrial output growth of 9.5
per cent per annum was achicved during the period of the Second National Plan from 1981 to 1985.
Although the heavy industrial sector did make a significant contribution to this overall performance as 2
number of important projects initiated duriag the previous plan period came on stream, its annual average
growth rate amounted to only 6.4 per cent. In contrast, the light industrial sector experienced a growth rate
of 112 per cent per annum during this period. As a result of these differential growth rates, the share of
light industrial goods in the total industrial output produced by State-owned enterprises increased from 62.2
per cent in 1980 to 673 per cent in 1985. As subsequent industrial policy has continued to stress light
industry, its share rose further to 71.1 per cent in 1989.

Production data for Viet Nam's principal manufactured goods are prcsented in Table I1I.1. These data
illustrate Viet Nam's capacity to manufacture a variety of heavy industrial products, including ccment,
chemical fertilizers and insecticides, and heavy engineering goods. At the same time, however, they also
underline the fact that the country’s manufacturing sector remains primarily oriented towards the production
of basic consumer goods. These are produced primarily, but not exclusively, by SMls, which may be owned
by the State or by co-operatives or private entreprencurs.

B PRODUCTIVITY AND PERFORMANCE

The industrial sector is shown by official Victnamese data to be the second most important source of
employr ‘ent generation in the country after agriculture. Labour absorption data for the economy as a whole
presented in Annex Table A-4 thus show that almost 3.4 million workers, or some 12 per cent of the total
employed labour force of 28.8 million, were engaged in industrial activities in 1989. In the State-owned
industrial enterprises, meanwhile, the latest available data reproduced here in Annex Table A-5 show that
the level of employment increased by about 4.1 per cent per year between 1976 and 1988, from 519,200 to
843,900. To the extent that the data in Annex Tables A-4 and A-5 arc comparable, they indicate that the
Statc-owned industrial sector accounted for approximately 3.0 per cent of total labour absorption in the
Vietnamese cconomy in 1989.

Within the State-owned sector, however, the heavy and light industrial components are shown to account for
significantly differcnt relative shares of employment. As shown in Annex Table A-5, employment in heavy
industries has traditionally exceeded employment in light industries by an appreciable, albeit declining,
margin, which was reversed in 1988. In 1976, employment in heavy industrics accounted for 57.4 per cent
of total employment in the Statc-owned industrial sector, with this proportion declining to 54.2 per cent in
1986 and 48.6 per cent in 1988,

Bringing together the production data in Table 1.5 with the ecmployment data in Annex Table A-5, it is
possible to cstimate implicit levels of gross industrial production per employec. These estimates are
presented in Annex Table A-6 for the 1983-1987 period, and indicate a sharp decline in the rate of growth
of labour productivity in the Statc-owned industrial sector as a whole in 1985. This reflccts the gencral
economic malaisc prevailing at the end of ihe Sccond National Plan in 1985, which is described in the
previous Chapter and is generally belicved to have arisen from the return to socialist orthodoxy in 1982/83
after the partial economic liberalization instituted in. the preceding ycars. This took its toll not only on the
workers’ incentives and morale, but also cxaccrbated the existing incfficiencics in resource allocation and
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utilization, which resulted in a varicty of input supply problems and infrastructural bottle-necks and by 1986
had resulted in a decline in industrial capacity utilization to approximately 50 per cent.

Table I11.1. Principal industrial products, 1976-19902 (selected years)

1976 1980 1985 1986 1987 1988 1989
Steel (*000 tonnes) 63.8 60.3 61.6 64 4 69.5 76.1 5.0
Chromium (*000 tonnes) aen ven 4.1 3.2 4.0 2.6 cee
Coal (million tonnes) 5.7 5.2 5.7 6.4 6.8 6.9 3.8
Cement ('000 tonnes) 743 633 1,503 1,526 1,656 1,934 1,975
Bricks (million units) 3,704 2,297 2,932 3,283 3,60 3,807 3,923
Glass and products (000 tonnes) 35 41 57 54 &7 53
Porcelain (million units) 79 101 167 184 215 208 -
Chemical fertilizers ('000 tonnes) 435 360 531 516 485 503 73
Insecticides ('000 tonnes) 15 8 18 7 1n 13 4
Bicycle tyres (million units) 5.22 4£.93 11.56 10.59 12.67 1.27 9.03
Bicycle tubes (million units) 4. 86 5.01 6.04 4.50 5.68 6.43 5.64
Wood and products (*000 sq m) 1,553 1,577 1,641 1,680 es ces e
Paper ('000 tonnes) 75 49 124 90 88 88 2
Ratches (million packets) 292 251 158 146 139 17 58
Metalworking machine tools (units) eee 964 1,090 1,9 115 oo
Diesel motors (units) 3,225 3,116 5,312 6,213 6,650 6,500 ces
Electric motors (units) 10,925 15,112 15,359 15,149 13,200 19,800 12,400
Transformers (units) 547 575 479 &7 690 880 1,400
Water-pumps (units) 1,844 1,496 753 850 690 1,227 411
Rice milling equipment (units) 1,196 1,302 1,176 1,209
Ploughs and harrows ('000 units) .o 309 297 352 .ee ces
Bicycles ('000 units) 91.3 137.1 197.3 263.3 299.5 286.1 196.0
Tractors (12 hp) (units) 464 1,600 1,103 1,200 2,004 2,203 10
Textile fibres ('000 tonnes) . ce- 51 53 57 b¢ .
Cotton fabrics® (millior metres) 218 1”9 “9 358/ 36Y 3mY 306
Washing soap ('000 tonnes) .ee 51 ” &7 52 52
Salt (*000 torx=s) 584 &77 676 763 847 851 81
Sugar ('000 tonnes) 3 167 401 346 323 366 377
Fish sauce (million litres) 143 158 155 176 185
Beer (million litres) ces .o 87 87 8 98 .
Cigarettes (million packets) 404 396 1,050 1,118 982 888 1,210

Source: Data provided by Vietnamese authorities as cited in United Nations Industrial Development
Organization, Viet Nam's Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,
page 29 (data for 1976-1985); Socialist Republic of Viet Nam, General Statistical Office, Statistical
Data of the Socialist Republic of Vietnam 1976-1989, Statistical Publishing House, Hanoti, 1990, pages
82-83 (data for 1986-1989).

a/ Totals may not add due to rounding.
b/ Includes cotton fabric for mosquito netting.
¢/ Excludes cotton fabric for mosquito nctting.

This deterioration in the economic environment in general and in the performance of the industrial sector
in particular provided the main impctus for the introduction of reformist policics from 1985 onwards, which
culminated in the adoption of the doi n:oi programme of economic renewal in December 1986. The gradual
but accelerating recovery in the Vietnamese economy stimulated by these reformist measures is mirrored
in a steady improvement of labour productivity in the industrial sector after 1985. The data in Annex Table
A-6 thus suggest that overall labour productivity in the State-owned industrial sector increased by 2.7 per cent
in 1986 and 4.1 per cent in 1987, after having expanded by only 1.7 per cent in 1985.

The overall indicators of labour productivity in the State-owned industr’ | sector noted above mark
considerable diffcrences between the heavy and light industries.  Heavy industry, which accounts for a
significant majority of the labour forcc employed in the State-owned scetor but contributes only a relatively
small proportion of its output, has a much lower rate of labour productivity than light industry. Because of
its comparatively slow rates of output growth, morcover, heavy industry also achieved only relatively modest
improvements in labour productivity of 1 per cent or less per year in 1986-87. Light industry, meanwhile,
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recorded much more substantial increases in labour productivity of 3.6 per cent in 1986 and 5.0 per cent in
1987. This was the result both of the rapidly increasing output levels recorded by the light component of
the State-owned industrial sector, and of its more modest contribution to labour absorption. In an effort to
rationalize the economy the government decided in late 1990 to close more than one-fifth of State companies
that are loss making, although no timetable for the closures has been given.

While the data in Tables IS and IIL1 indicate a creditable growth performance by the industrial sector
during much of the past decade, with particularlv impressive rates of growth being recorded by light “Group
B" industries, Viet Nam’s output of many consumer goods remains insufficient to satisfy domestic demand.
This is highlighted by the following average per capita production estimates for a selection of important
consumer goods in 1988-89:

Paper 1.1 kilogram (1989)
Cotton fabrics 48 metres (1989)
Hosiery 0.4 pieces (1988)
Porcelain 33 pieces (1988)
Matches 0.9 packets (1989)
Soap 0.8 kilogram (1989)

Bearing in mind the pre-eminence of light industries in Viet Nam’s industrial sector, these low levels of per
capita production of consumer goods imply substantially lower levels of per capita production of producer
goods. These low output levels reflect both a relatively low industrial capacity and a low rate of utilization
of the limited capacity available. The latest available data indicate, for example, that the total number of
State-owned enterprises engaged in light industrial activities amounted to about 1,500, which were
supplemented by about 6,000 industrial and artisanal co-operatives with less than 500 members each.
Industrial capacity utilization, meanwhile, was estimated at only 50-60 per cent in 1987.

Several reasons suggest themselves for the modest size and sophistication of the Victnamese industrial sector
and the low rate of capacity utilization. These include old and obsolete plant and equipment, poor
maintenance of existing production facilities, deficiencies in management and insufficient supplies of suitably
skilled labour, infrasiructurzl inadequacies, limited inter-industry linkages, and shortages of inputs and spare
parts as well as the foreign exchange required to import them from abroad. The combined effect of these
weaknesses has been to restrain severely the development of Viet Nam’s industrial sector.

Almost all of the equipment in use in Viet Nam’s industrial establishments is very old. One recent report
has claimed, for example, that "the most advanced facilities of North Vietnamese industry are 1950 Soviet
vintage”, and that "more modern facilitics exist in the South, but little of that capacity is heavy industrial” ¥/
The more recently acquired equipment is usually second hand, moreover, and hence also of antepenultimate
vintage.

In line with the advanced age of the country’s industrial plant and machinery, the production techniques
employed in Viet Nam are also frequently dated. Vietnamese enterprises often have considerable difficulties
in absorbing and exploiting effectively even the relatively low levels of technology embodied in this
obsolescent ~quipment, however, and the couatry’s industrial production processes tend to be both
inadequately organized and inefficient. Equipment and factory premises are often poorly maintained, not
only because of a lack of the necessary spare parts and materials but also because of the absence of well-
organized maintenance programmes and a lack of interest in the subject, which is underlined by high levels
of untidiness in most industrial production facilities. Most workplaces also lack proper production line
organization, resulting in an inadequate co-ordination and integration of individual workers within the overall
system of production, and also in high levels of wastage,

Staffing levels and the training and supervision of production workers are also frequently inappropriate.
Several UNIDO missions visiting Viet Nam in recent years have found that indirect workers - i. e. workers
not directly involved in the production process - often comprise an inordinately high proportion of the work
force of Vietnamese industrial enterprises. This preponderance of indirect workers is particularly remarkable
in as much as these enterprises usually have no commercial, marketing or research departments of their own,
and for the most part support only rudimentary maintenance and accounting sections. On the other hand,
however, these missions have usually found a dearth of middle ranking mianagerial and supervisery staff, and
that production workers are therefore to a large extent left to themselves. This has several unfavourable
consequences, which include inadequate levels of worker co-ordination and quality control. Significant skill
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gaps among cmployees at almost all levels of production and management were also observed by the
UNIDO missions, which recommended that more efforts should be made to erhance the skills of shop-floor
workers as well as professional and managerial staff.

Beyond these plant level constraints, there are a number of wider structural and institutional weaknesses
which inhibit the optimal exploitation of Viet Nam’s industrial resources and restrain the further development
of the country’s industrial sector. A particularly important issuc i1 this context is the highly complex and
diffuse process of industrial decision makiag, in which a wide range of interests - including officials from
numerous government ministries, enterprisc managers, and planners - are directly involved. Apart from
causing long delays, this results in a lack of transparency in the decision-making process, and renders it
difficult to assign accountability for risks and results to any specific agency or individual.

Although a wide range of industrial activities have been established in Viet Nam with a potential for
significant inter-industry linkages which could create a foundation for industrial development and accelerated
economic growth, the degree of integration both within the industrial sector and with other sectors remains
very limited at present. The close network of specialized industrial compaiies, which provide each other with
orders, inputs, and inspirations for technical and organizational innovation, and thus make a major
contribution to the international competitiveness of a country’s industrial establishment, is almost entirely
lacking in Viet Nam.

Four specific dimensions of this lack of industrial integration can be distinguished. The first of these involves
a relativelv low level co-operation between industrial enterprises themselves, with most of the larger
enterprises of this kind tending to be largely self contained and operating in isolation from each other. This
reflects a relatively high dcgree of passivity within the Vietnamese industrial sector, with most of the
enterprises operating within it being prepared to accept imposed decisions rather than actively seeking new
opportunitics for a beneficial exchange of products, parts and components.

The second dimension of this lack of industrial integration involves an inadequate co-ordinatior of the
products and needs of the industrial sector with those of other productive sectors. This is particularly
noticeable in the industrial sector’s relations with the agricultural sector. The linkages between these two
sectors could be substantially strengthened to the mutual benefit of both, and of the Vietnamese economy
as a whole, with the industrial sector being used to supply agricultural inputs and production equipment, and
the agricultural sector being used to supply industrial raw material.

The third dimension involves a lack of appropriate links between industry and academic and other research
institutions. This prevents the research and development capabilities of these institutions from being
exploited for industrial development, and has played an important role in the industrial sector’s lack of
innovation. The establishment of more systematic linkages between industrial enterprises and centres of
scientific and technological research could significantly improve the efficiency and competitiveness of
Vietnamese industry.

The fourth dimension of this problem, finally, refers to the poor regional linkages between the industrial
enterprises. This is particularly marked between the northern and southern parts of the country where
diffcrent resource endowments and historical experiences have given rise to significant complementarities.
These have been only very inadequately cxploited, however, because of the still relatively weak economic ties
between these regions, which have even given rise to a considerable degree of industrial duplication.

While the vagaries of the central planning mechanism have clearly played an important role in preventing
the emergence of beneficial inter-industry linkages, their absence can also to a large extent be attributed to
Vict Nam’s poor transport and communications infrastructure. This hampers the transmission of market
signals between firms, industries, sectors and regiows, and restricts the movement of goods and people,
thercby inhibiting the growth of specialization and trade. A comprehensive revitalizaiion of transport and
communications facilitics is thereforc an important prerequisite for a fuller integrat® . " the Vietnamese
economy.

Chronic shortages of foreign exchange have also played an important role in restraining ingus.. .« yroduction
and development. The UNIDO missions to Viet Nam undertaken in recent years have frequently found the
inability of firms to obtain importcd equipment, raw materials and spare parts to be one of the most binding
constraints on their activitics, To a considcrable extent, moreover, the effect of these foreign exchange
shortages is sclf-perpctuating - the inability of Victnamese firms to import foreign production materials and
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technologies limits their scope for improving their efficiency and productivity, which in turn prevents them
from increasing their international competitiveness and increasing their foreign exchange earnings.

The foreign exchange situation in Viet Nam has long been complicated by the operation of an extensive
parallel market in foreign currencies, and the United States dollar in particular. UNIDO missions have thus
noted with bemusement the paradoxical coincidence of a shortage of foreign cxchange for developmental
purposes with a widespread and apparently quite significant internal circulation and hoarding of foreign
exchange within Viet Nam. Industrial enterprises were thus found to quote their domestic prices not only
in dongs but also partly in United States dollars, and to pursue the peculiar practice of “exporting (against
the dollar) on the domestic market”.

Such dollar denominated sales in the domestic market provide an important mechaaism for transferring
foreign exchange resources between firms to enable them to cover foreign exchange costs in excess of their
official foreign exchange allocations. The dollar prices charged for these transactions reflect the relative
scarcity of foreign exchange rather than of the goods traded, however, and make no reference to
international prices or any other economic performance criteria. This internal foreign currency trade may
thercfore have negative consequences for industrial development by forcing productive enterprises to
underprice (some of) their output, and hence transfer some of their value added to the buyers of their
products. The misallocation of rzsources involved in these transactions is compounded, moreover, by the
common practice of firms acquiring the forcign exchange to spend it on excessive stockpiles of imported raw
materials and parts.

The introduction of measures to rationalize the handling of foreign exchunge is therefore acknowledged to
be a crucial prerequisite for the cffective development of the industrial sector. The foreign exchange policy
reforms adopted in early 1989, which involved an abandonment of the complex system of multiple exchange
rates previously employed in the conduct of Viet Nam’s trade with the convertible area as well as two sharp
devaluations of the dong in 1989 and 1590 represented a significant step in this direction. The beneficial
effect of this and other recent reforms on Viet Nam’s external trade performance, reinforced by the dramatic
improvement in rice exports since 1989 and the improving prospects . private foreign investment, augurs
well for the future, however, and is expected to allow a gradual easing of Viet Nam’s long standing foreign
exchange constraint in the coming years despite the impending shift of intra-CMEA trade to market prices
and hard currency settlements.

C. TRADE IN MANUFACTURES

Viet Nam’s official foreign trade statistics are generally acknowledged to be subject to a considerable margin
of error. Substantial trade flows, especially those involving military imports from the USSR and other
CMEA countries, have usually not been included in these statistics, for example, and the unit values assigned
to many of Viet Nam’s traded goods in these data are of doubtful validity since much of Viet Nam's trade
with the USSR and CMEA countries has been conducted on a semi-barter basis. The practice of valuing
the transferable ruble (used as the standard unit of account for measuring Viet Nam’s trade with the non-
convertible arca) at par with the United States dollar niust also be regarded as highly questionable.
Considerable caution therefore necds to be cxercised in interpreting Vietnamese trade data.

These caveats notwiihstanding, the official estimates of Viet Nam’s trade flows reproduced in Tables 111.2
to 11L5 indicate that manufactures account for a significant share of Viet Nam’s external trade. In terms of
exports, Table 1.2 shows that handicrafts and light industrial goods alone accounted for almost half of the
total value of Viet Nam's exports in 1983, although this share declined in subsequent years, it still amounted
to more than a quarter in 1987. While these figures may be distorted by the effect of the socialist accounting
practices employed in Vict Nam, there scems little doubt that such handicrafts and light industrial goods
make an important, if still largzly unquantifiable, contribution to Viet Nam’s overall exp ort earnings. Apart
from pure handicrafts, the products covered by this category include fine art goods and, increasingly, a variety
of labour-intcnsive manufactures such as textiles and garments.

Much of the remainder of Viet Nam’s export trade is commodity based. Even these cxport products embody
a distinct, if modes!, component of manufacturing value added, however, since they frequently need to be
processed into an intcrmediate stage before they can be exported. Rubber, for example, needs to be milled
into sheets or crumbed prior to export, tca needs to be dried, coffee needs to be converted from the cherry
to the bean or parchment stage and to be hulled, and wood flooring nceds to be sawn and planed. Such
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Table I11.2. Exports by cosmodity, 1963-1967%/
(US dollars/transferable rubles millionY)

1983 1984 1985 1986 1987
Centrally managed enterprises: 538 595 636 665 720
Coal 28 26 40 3% 12
Convertible area 22 22 35 29 10
Non-convertible area [ 4 b H 2
Rubber 30 n 30 30 28
Convertible area 5 7 2 2 6
Non-convertible area 25 24 28 28 22
Tea 14 1% 20 17 16
Convertible area 3 3 5 4 2
Non-convertible area 1 1" 15 13 16
Coffee 5 10 16 16 8
Convertible area - - 2 2 26
Non-convertible area 5 10 1% 14 4
Wood flooring 10 13 12 12 19
Convertible area - - - - -
Non-convertible area 10 13 12 12 19
Marine products 40 49 80 82 3
Convertible area 40 &9 60 70 73
Non-convertible area - - 20 12 -
Agricultural/Forestry products 125 165 170 140 198
Convertible area 35 50 S0 35 38
Non-convertible area 90 115 120 105 160
Handicrafts and light industry 286 287 268 251 221
Convertible area 69 s £ 45 10
Non-convertible area 217 212 196 206 21
Petroleum - - - - 30
Convertible area - - - - 30
Non-convertible area - - - - -
Unclassified - - - 83 95
Convertible area - - - - 7
Non-convertible area - - - - 18
Local ly managed enterpriseog/: 50 70 110 120 160
Marine products 20 25 20 25 40
Agricultural products 26 39 70 75 100
Handicrafts and Light industry 4 [ 20 20 20
Total: 588 665 746 785 880
Convertibie area 224 276 336 307 430
Non-convertible area 364 389 410 478 450
Ratios (percentage of total)
Exports to:
Convertible area 38 42 45 39 49
Non-convertible area 62 58 55 61 51
Exports from:
Centrally managed enterprises 91 89 85 85 82
Locally managed enterprises 9 1 15 15 18

Source: Data provided by Vietnamese authorities as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - Ain Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,

' page 45.

3/ Totals may not add due to rounding.

b/ Transferable ruble valued at par with US dollar.

¢/ To'non-convertible area only.
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processing activities on domestically produced agricultural commoditics have a considerable potential for
future enhancement, and are indeed widely regarded as an important starting point for the progressive
industrial development of countries with rich natural resource endowinents like Viet Nam.

Table I11.3. Principal exports by commodity, 1963-1989%/
(Thousand tonnes)

1983 1984 1985 1986 1967 1988 1969

Coal 700 550 500 752 233 349 643
Convertible ares 550 460 400 550 .en - oo
Non-convertible ares 150 90 100 202 ees .es ves
Rubber 35 35 36 37 35 3 46
Convertible srea S 6 '3 7 ves . .
Non-convertible area 30 29 3 30 .es .ee ces
Tea 12 1 12 1 12 15 15
Convertible ares 2 3 2 2 . .es
Non-convertible area 10 8 10 9 ces .. ves
Coffee 5 & 8 19 21 Fo 50
Convertible ares - 1 2 6 .e- .ee ces
Non-convertible ares 5 4 7 13 .. .es ces
Wood flooring 55 32 40 &6 40 .
Convertiblc ares - - - - - eer .
Non-convertible ares 55 32 40 73 40 .
Marine products 10 5 35 12 13 2 cos

Source: Data provided by Vietnamese authorities as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,
page 46 (data for 1983-1985). Socialist Republic of Viet Nam, General Statistical Office, Statistical
Data of the Socialist Republic of Vietnam, 1976-1989, Statistical Publishing House, Hanoi, 1990, page
119.

3/ Totals may not add due to rounding.

Perhaps somewhat surprisingly in terms of Viet Nam’s current state of economic development, but less
surprisingly in view of the country’s endemic forcign exchange shortages, the import data presented in Tables
111.4 and IILS reveal that imports of manufactured end-use products play only a comparatively modest role
in Viet Nam’s overall import trade. Table II1.4 shows, for example, that fuel, raw materials and food grains
accounted for almost 64 per cent of the value of imports arranged by enterprises managed by the central
government in 1987, which themsclves accounted for 92 per cent Viet Nam’s total exports by value in that
year. Machinery and equipment accounted for 27 per cent of imports by centrally managed enterprises, while
"other” consumer goods, which doubtless include a significant share of manufactured products, accounted for
a further 9 per cent.

In view of the extensive parallel market in smuggled stocks of manufactured consumer goods, however, these
data are almost certain to understate the true extent of manufactured imports. The share of manufactures
in total recorded imports would also rise significantly if a broader definition of manufactures extending
beyond end-use products were adopted. In this case the bulk of Viet Nam’s fuel imports, which consist
primarily of refined petroleum products for industrial use, might be defined as manufactures, as well as 2
substantial proportion of the country’s raw material imports, such as chemical fertilizers, steel, and cotton
yarn.

D. INVESTMENT AND OWNERSHIP PATTERNS

As noted at the beginning of this Chapter, three principal forms of corporate ownership can be distinguished
in Vict Nam’s industrial scctor. The most important of these is State ownership, with the State-owned
cnterpriscs generating more than half the country's industrial output. Co-operative ownership is, at least
nominally, the sccond most important form of corporatc ownership, with the latest available data indicating
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that co-operatives account for approximately a quarter of Viet Nam's total industnal production. Private
ownership is the third major form of corporate ownership, and remains surprisingly vibrant, especially in the
south of Viet Nam, despite numerous efforts by the government to “socialize™ the economy of southern Viet
Nam in the late 1970s and carly 1980s.

As also noted above and in Chapter I, however, Vietnamese business practices are currently in the state of
considerable upheaval in responsc to the numerous deregulatory reforms introduced by the government since
1988. A hitherto virtually non-cxistent industrial subsector, owned by private foreign investors, appears to
be on the verge of emerging. The establishment of a number of joint venture partnerships betwsen these
forcign firms and Victnamese industries is also beginning to change the corporate landscape in Viet Nam.

Table 111.4. Imports, 1983- 19892/
(US dollars/transferable rubles -illicn!’-/)

1963 1984 1985 1986%/ 1987 1988 1989
Sy origin
Total imports 1,310 1,560 1,590 2,155 2,19 2,757 2,644
Convertible area 330 468 459 453 465 728 645
Non-convertible area 980 1,092 1,131 1,702 1,726 2,029 1,798
Consumer goods 145 198 252 339 314 366 250
Convertible area 110 168 181 239 234 .es ves
Non-convertible area 35 30 7 100 80 e ces
Capital and intermediate goods 1,165 1,362 1,338 1,816 1,877 2,7 2,19
Convertible area 220 300 278 2% 2315/ - -
Non-convertible area 945 1,062 1,060 1,602 1,666 ves
Sy type of enterprise
Centrally msneged enterprises 1,240 1,470 1,663 2,029 2,026 eew ves
Consumer goods 125 180 200 285 3 vee cer
Food-grains 10 70 87 85 60 ces .-
Other 15 110 113 200 184 .
Capitsl and intermediate goods 1,115 1,290 1,263 1,764 1,782 . -
Machinery and equipment 140 110 200 722 548
Fuel and rew materials 975 1,180 1,063 1,022 1,234 cee
Locally menaged enterprises 70 90 127 126 165 cee cer
Consumer goods 20 18 52 51 70 s .
Capitsl and intermediate goods 50 n Iy n 95

Ratios (percentsge of total)

Importe from:

Convertible ares 25 30 29 21 21 26 26

Non-convertible area Ie) 70 n ” ” 74 74
Imports by:

Centrally menaged enterprises 9 9% 92 9% 92 cee

Locally menaged enterprises H 6 8 6 8 . .

Source: Data provided by Vietnamese authoritics as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vicnna, August 1989,
page 47 (data for 1983-1987); Socialist Repubiic of Vict Nam, General Statistical Office, Statistical
Data for the Socialist Republic of Vietnam 1976- 1989, Statistical Publishing House, Hanot, 1990, page
120 (data for 1989-1989).

3/ Totals may not add duc to rounding.

b/ Transferable ruble valued at par with US dollar.

¢/ The large increase in recorded imports from the non-convertible area reflects the adoption of a morc
comprehensive coverage to include imports wholly financed by long term loans from that area.

d/ Includes imports worth TRb30 million for the joint Soviet-Vietnamese petrolcum venture.
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Table 111.5. Orincipsl isports by commodity, 1963-1909%/
(Thousand tonnes, except as stated)

a3 1984 1985 1966 1987 1968 1989
Rice 30 320 400 529 69 401 81
Corn and cornflour 30 - - - - - -
Cotton textiles (million metres) 11 29 20 P4 39 59 13
Petroleum products 1,800 1,700 2,000 2,028 2,619 2,451 2,161
Fertilizers 1,200 1,600 1,500 2,059 1,567 1,999 1,472
Rau cotton S0 38 50 54 65 [ 3 51
Cotton yarn 4 2 3 7 9 aen cen
Steel 280 280 300 350 3% 90 389
Sugar 80 70 - 55 61 29 .e-
Trucks (*000 units) 3 13 3 b 3 3 &
Tractors ('000 units) 1 een 1 5 6 3 7

Source: Data provided by Victnamesc authorities as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,
page 48 (data for 1983-1985); Socialist Republic of Viet Nam, General Statistical Office, Statistical
Data for the Socialist Republic of Vietnam 1976-1989, Statistical Publishing House, Hanoi, 1990, page
120 (data for 1989-1989).

3/ Totals may not add due to rounding.

State-owned industrics may be of two kinds, depending upon whether they are operated by the central
government or by local (provincial, district or city) governments. The centraily managed enterprises are
frequently large in scale and dedicated to the manufacture of “heavy” industrial products. They have in the
past also frequently been the least efficient because they were subject to the most rigorous centralized
control. The granting of a considerable degree of managerial autonomy in recent years, combined with the
recently acquired ability of these firms (o establish joint ventures with domestic and foreign private sector
enterprises, bodes well for their future prospects. The locally managed enterprises, meanwhile, tend to be
much smaller in scalec and to concentrate on the production of light industrial goods. Especially in the
southern part of the country, where the market skills acquired during the two decades of partition have
persisted into the present, these enterprises also tend to operate at a much higher level of efficiency than
the centrally managed enterprises.

Investment in industrial production capacity has until recently been concentrated in the State-owned sector.
As suggested by the data in Table L5, heavy industry, and hence the centrally managed component of this
sector, was the chief bencficiary of whatever investment was undertaken. More recently, following the
granting of an increasing degree of economic autonomy to the regions, the locally operated enterprises have
also become able to raise their investment profile. Following the introduction of the 1987 Foreign
Investment Law and its subsequent supplementary and clarificatory decrees, the near monopoly on large-scale
new investment previously held by the State sector is being eroded by the increase in private investment
opportunities. By the beginning of Scptember 1990, as noted above in Chapter II, 183 applications for
foreign direct investment projects with a total value of $1.2 billion had been approved by the Government
of Viet Nam.

E. INDUSTRIAL LOCATION

Largely as a result of their different historical expericnces, the northern and southern parts of Viet Nam have
acquired very different industrial structures. Heavy industries, including those producing iron and steel,
chemicals, cement, fertilizers, engines and vchicles, and agricultural implements, are concentrated in the
north. Light industrics are located throughout the country, but arc particularly prevalent in the south. The
generally less rigid attitudes of the southern political lcaders and bureaucrats are also having the cffect of
luring much of the new forcign investment into the south, which already has a more important non-State
sector than in the north and has an industrial production level about twice as high as that of the north.
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F. SCIENTIFIC RESOURCES FOR INDUSTRIAL DEVELOPMENT

Science and technology constitute an important prerequisite for the continuous renewal and upgrading of
industrial production processes and products. Indeed, a country’s future competitive strength will to a large
extent be determined by its capacity to develop or acquire scientific and technological innovations. Industrial
and industrializing countrics must therefore mobilize and channel their available scientific resources in
support of industrial development if they are to increase, or even maintain, their relative industrial strength.

Rescarch and cxperimental development (R & D) in Viet Nam is performed by a large number of
institutions, the majority of which arc financed through the State budget. These institutions can be
distinguished into three categories:

- Laboratories and other R & D units operated by the various sectoral ministries. These specialized
units correspond to in-house industrial laboratories within firms or corporate structures in western
countrics, which are largely unknown in Viet Nam.

- Specialized R & D establishments at the national level, including the National Centre for Scieatific
Rescarch of Viet Nam, the National Institute of Technology and the National Institute of Atomic
Energy. The most significant of these is the National Centre for Scientific Rescarch, popularly
abbreviated as the National Science Centre, which provides basic research facilities in mathematics
and theoretical physics, and facilities for applied R & D in a number of other ficlds.

- Rescarch depariments and specialized R & D institates at universities and other establishments of
higher education. These often co-operate closely with the National Science Centre and other similar
bodics operated by the government.

The latest available data indicate that some 13,800 scientists and enginecrs were active in the ministerial
laboratories and a further 6,200 in the univcrsity rescarch departments in the mid-1980s. In addition, it was
conservatively estimated by a recent UNIDO mission to Viet Nam that about 1,300-1,500 research scientists
were employed at the major national R & D institutions at that time: 3/ Based on these estimates, which may
be scaled up to a total of about 2,500 by the end of the 1980s, more than 70 per cent of Vict Nam’s scientific
community is engaged in industrially-oriented research and experimental development activitics, with the
remainder being engaged in more general academic research at the country’s universities.

Similar quantitative indicators for the distribution of R & D technicians and other supporting personnel in
the mid-1980s are not available. Official cstimates for the early 1980s reproduced in Annex Table A-9 reveal,
however, that the number of such technicians directly engaged in R & D activities amounted to almost 8,900.
In addition to these technicians, morcover, the Vietnamese R & D establishment is estimated to have
employed no less than 8,500 auxiliary personnel, such as transportation workers, secretaries and other
administrative staff, in the early 1980s. Calculations by UNIDO mission specialists have also revealed a
much more rapid expansion of the numbers of R & D support staff than of scientists and engineers during
this pcriod.

Official estimates of public spending on R & D suggest that it amounted to 0.7 per cent of GDP in 1985 as
shown in Anncx Table A-10. Only about 6 per cent of the government’s R & D funds are channelled into
academic rescarch, with the remaining 94 per cent being divided cqually between the sectoral ministries and
the specialized R & D institutions. This implics that university R & D facilities are less well equipped than
those in the ministries and the specialized institutions, which possess the best staffed and most well equipped
R & D units in the country.

The cconomic problem of the mid and latc 1980s have provoked an e-osion of Viet Nam's R & D
infrastructurc by restricting the avzilability of funds required to sustain it. " his has resultcd in cutbacks in
the procurcment of advanced instruments and scientific cquipment, reduced the access of Vietnamese
institutions to international scicntific rescarch, and forced these institutions to pay more attention to their
"devclopment” rather than their “rescarch” functions. While these move towards experimental development
work, testing and standardization, training and cven small-scale industrial production may be beneficial in
the short term by facilitating the diffusion of cxisting technologics, their medium- and long-term cffect is to
stiflc future innovation and technological progress.

The Victnamese R & D system also suffers from a lack of close co-ordination between its three principal
components. Although they arc m(cndcd in pnncnplc to maintain close iinks with another, these links are
often very weak in practice, with rach of the major institutions operating with a high degree of independence.
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This lack of collaboration is exacerbated, morcover, by strict administrative procedures and decision-making
rules, which impose effective barriers to such collaboration.

While the inputs into the R & D systcm are relatively casy to calculate in as much as they can be
approximated by such physical indicators as manpower, equipment and financial resources, the outputs are
considerably more difficult to quantify. One relevant output indicator is given by the number of patents
registered by Vietnamese R & D institutions, which is shown in Annex Table A-11 amounted to 35 between
1987 out of total number of 367 applications filed. Similar data for other output variable is wocfully lacking
in Viet Nam, and urgently needs to be collated and disscminated to facilitate an effective planning
mechanism for R & D activities.

Viet Nam is heavily dependent on imported technology, with most of the advanced machinery installed in
the country having been delivered from abroad, with the CMEA countries representing the main source of
the embodied technology in use in Viet Nam. The task of aiming and upgrading this technology is for the
most part delegated to the ministenal laboratories and engineering facilities, which provide State-owned firms
with a wide range of services while relieving them of the need to establish in-house R & D fadilities. This
structure is similar to that based on the Sociét¢ d’Engineering de la Recherche Industrielle employed in
France.

The most serious limitation to scientific development in Viet Nam is the country’s relative isolation from the
international scientific community. Contacts between Vietnamese scientists and other R & D specialists
outside the CMEA countries are few and restricted and stimulation from abroad is weak. This shortcoming
is widely recognized, however, and a more concerted cffort to acquire and disseminate locally the results of
foreign rescarch is regarded as an urgent priority.

G. TECHNICAL CO-OPERATION FOR INDUSTRY

Forcign technology and assistance has made an important contribution to the development and growth of
Viet Mam’s still relatively youthful industrial sector. At the same time, however, the flow of aid and
investment from developed market economies has been severely restricted by the imposition of United States
economic sanctions on northern Viet Nam since 1964 and their extension to the southern part of the country
since April 1975. This has not only prevented the employment of official and private United States capital
in support of Viet Nam’s economic and industrial dcvelopment, but has also deterred other potential sources
of assistance from providing such support.

For much of its post-reunification history, therefore, Viet Nam has depended primarily on its CMEA
partners for the financial and technical assistance required to develop its industrial capacity. While no
precise estimates of the extent of this assistance are available, and would in any case be difficult to compile
in view of the socialist accounting conventions employed in valuing intra-CMEA trade and financial flows,
a broad indication of the magnitude of those flows is nevertheless given in Tables 111.2, 111.4 and Annex
Table A-2. These show that Viet Nam has traditionally been a significant net recipient of foreign loans from
the CMEA area, and that foreign loans and grants have accounted for between 38 per cent and 85 per cent
of the capital expenditure of the Government of Viet Nam between 1983 and 1989.

The assistance provided by the CMEA countrics for Viet Nam’s industrial development has taken several
forms. One of the most notable examples is thz Victsovpetro corporation established io explore and exploit
Viet Nam's hydrocarbon resources, which has taken the form of relatively orthodox joint venture partnerships
between State-owned Vietnamese and forcign partners. In other cases, it has taken the form of complex buy-
back arrangements designed to bring together the scientific and technical resources of the USSR and the
European CMEA countries with the labour and raw material resources of Viet Nam for the common benefit
of both parties. These arrangemcnts have been particularly prevalent in the textiles and clothing industry
and in the production and processing of agricultural crops such as rubber, tea, coffee, and tropical fruits.
They have typically involved transfers of agricultural and industria! technology to promote the expansion of
Viet Nam’s output of both raw materials and end-products, with a proportion of these end-products being
sold to the CMEA partner concerned.

Although it played a valuable part in fostcring the growth of Viet Nam's industrial sector, the assistance
reccived from the CMEA countrics was fraught with a number of weaknesses. At one level, it was
insufficient in scalc to facilitate the desired rate of industrial cxpansion. At another level, the technology
obtained from the CMEA countrics was frcquently obsolescent and inefficient, and only capable of producing
comparatively low quality products. Thc desirc to overcome these constraints and attract incrcased flows
of more up to date industrial skills and cquipment from non-CMEA sources was one of the main rcasons
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for the introduction of the forcign investment law of 1987, In view of the recently initiated restructuring of
intra-CMEA economic relationships, the prior cxistence of this relatively liberal legal and institutional
framework for the establishment of wide links outside the CMEA arca seem to augur well for Vict Nam in
the coming years.

As noted in the previous Chapter, the foreign investment law and its subsequent clarifying regulations and
amendments have alrcady had a sigrificant impact, and helped to generate a considerable level of investment
interest. With labour costs rising rapidly clsewhere in South-East Asia, and with Viet Nam being regarded
as an increasingly attractive investment site by industrialists in Japan, Taiwan Province and the Republic of
Korea, the outlook apocars favourable for an increased inflow of foreign direct investment into labour-
intensive manufacturing activitics in Viet Nam. The resulting shift in the balance of the Vietnamese
industnal sector’s external links from the CMEA countries to the more dynamic economics of East Asia also
promises to provide it with a more sophisticated technological base, management technique and output mix.

As a result of cconomic reform initiatives being pursued by the Government of Viet Nam external links with
a number of developed market economics arc expected to be reestablished. Thus, the German Parliament
in late October 1990 unanimously resolved to resume development co-operation with Viet Nam and appealed
to the Government of Germany to forgive Vietnamese's debts. The resolution envisages German assistance
in the setting up a functioning banking system and an cfficient financial administration. It also calls for
assistance in setting up counselling services for Vietnamese busincsses and providing information on how a
"market cconomy with a social and ecological dimension” operates. Support would also be provided for
restoration of transport infrastructure and low-rate credit to Viet Nam would be guaranteed by the State-
owned Hermes insurance company. Similarly a relaxation of tensions between Viet Nam and the United
States is also being noted. While United Statcs companies are barred from Viet Nam by the “Trading with
Enemy Act” informal contacts are being established and the American Chamber of Commerce in Hong Kong
is now trying to organize a formal delegation to Viet Nam in carly 1991.

UNIDO is playing an active role in cncouraging the development of Viet Nam'’s manufacturing industry, both
through country industrial surveys and industrial policy advice, a variety of dircct technical co-operation
projects and through the promotion of foreign investment. As indicated in Annex B4, which provides a
summary of UNIDQ’s completed and ongoing technical co-operation projects, the agency has beer active
in various ficlds ranging from agro-industry, cngincering, textiles, chemicals, metal products. metallurgy,
handicraft and small industry to industrial policy formulation, and development of Viet Nam's institutional
infrastructure for industrial development. In pursuit of its aim to stimulate increased private investment in
Viet Nam’s industry, moreover, UNIDQO has identified a range of promising investment opportunitics
summarized in Annex BS, and is co-sponsoring an Investment Forum with the Statc Commitiee for Co-
operation and Investment in Ho Chi Minh City on March 11-15, 1991.
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NOTES TO CHAPTER It

Y,

Vietnamese national accounts data present only aggregate figures for the industrial sector as a
whole, and do not distinguish between various industrial subsectors. The industrial sector in this
context is definied o include manufacturing, mining and the production of electricity, bui excludes
construction and the provision of other public utilitics such as gas and water. No accurate
assessment is therefore possible of the contribution of manufacturing industry alonc to the
Vietnamese economy. This is wadely acknowlcdgcd to be the most important component of the
industrial sector, however, even though mining plays a significant role in northern Viet Nam and the
importance of clectricity production is increasing as a result of several new power generation
projects coming oa stream.

Socialist Republic of Vict Nam State, Planning Committee and United Nations Development
Programme, Report on the Economy of Vietnam, Januvary 1990, page 31.

Ibid, page 126.

Christopher F. Bruton and Matkilde L. Genovese, Vietnam: An Investor’s Appraisal, Business
Intemationa! Asia-Pacific, Hong Kong, June 1990, page 48.

United Nations Industrial Development Organization, Viet Nam's Industrial Development - An
Assessment, Report by the Regional and Country Studics Branch, Industrial Policy and Perspectives
Division, UNIDO, Vienna, August 1989, page 63.
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IV.  INDUSTRY BRANCH PROFILES

A AGRICULTURAL PROCESSING

As a primarily agricultural economy, Vict Nam produces an extensive range of food and commercial crops.
The further processing of these agricultural commoditics thercfore represents a significant proportion of
manufacturing potential in the country. lIndeed, it is increasingly coming to be recognized that the
formulation of an effective industrial development strategy for Viet Nam would have to be focused to a large
cxtent on identifying and building upon potential linkages between the secondary and primary sectors, with
particular cmphasis being given to agriculture.

As indicated in the individual commodity studies presented below, however, much of the poteatial of Viet
Nam’s agriculture-based processing industries remains unreclized. Considerable scope remains, in particular,
for the achievement of increased efficiency through the adoption of new and improved =quipment, processing
technologies and organizational structures within these industries. On a wider scale, substantial efficiency
gains can also stiil be achieved through the provision of a more favourable external operating environment
for these industrics. Measurcs to improve the institutional and infrastructural framework within which these
industries operate would play a particularly important role in this context, especially if they are aimed at
bringing about a closer integration of Vict Nam’s disparate regional and local markets and expanding the
cxsting linkages between various stages of agricultural processing.

Statistical documentztion of the industrics engaged in the processing of agricultural commodities teads to
be sparse and distorted since much of this activity is carried out by small-scale privately or co-operatively-
owned enterprises, which are ignored by official data collection agencies. Under these circumstances, a
precise quantification of the relative importance of the Statc-owned and non-State-owned parts of the
industry is clearly impossible. A report prepared in July 1989 by the Food and Agricultural Organization
(FAO) of the United Nations in association with the State Planning Committee (SPC) of the Republic of
Vict Nam cstimatcd, however, that the privatcly and co-opératively-owned small-scale enterprises numbered
in the thousands, while the State-owned medium- and large-scale enterprises numbered several bundred.Y
Bascd on estimated output levels of the various components of the industry presented here in Table 1V.1,
this report also suggested that the non-State-owned enterprises accounted for 59 per cent of the total output
of the agricultural processing industrics. To the extent, moreover, that some of the large proportion of
agricultural output categorized as "unprocessed or manually processed” is in fact processed by the privately
or co-operatively-owned enterpriscs, this figurc may even understate the true contribution of the non-State-
owned enterprises.

No complete register of firms engaged in the processing of agricultural commoditics exists. One register,
covering Statc-owned firms operated by the central and provincial governments is maintained by the Ministry
of Agriculture and Food Industry (MAFI), and Iists 128 enterprises. This listing, which is reproduced here
in Table IV.2, is incomplete even within its own relatively narrow terms of reference, however, with data
being given only for the installed capacities of several industrics rather than the number of establishments
involved in cach industry.

A similar paucity of data exists with regard to the contribution made by agricultural processing industrics
to employment creation. Some broad orders of magnitude are suggested, however, by the FAO/SPC report
cited above. Noting official estimatcs of 110,000 full time workers in the Sta’. owned enterprises and 600,000
full time workers in co-operatives in 1987, this report argues that employment levels in the privately-owned
agricultural proccssing enterpriscs arc likcly to have been broadly similar to those in the co-operatively-
owned part of the industry. The report therefore goes on to conclude that "it scems reasonable to estimate
that approximatcly 1 million pcrsons arc employed in the agro-industrial scctor and that up to 90 per cent
arc cmploycd in small-scale processing activitics”/

The regional distribution of agricultural processing industrics is very varicd. A disproportionately large share
of thesc industrics is concentrated in the southern part of the country, where a multitude of predominantly
small-scalc privatcly or co-operatively-owned enterpriscs is cngaged in the processing of the region’s vast and
varicd output of agricultural products. Rclatively small numbers of large-scale Statc-owned firms have also
been established in this region, but they tend to be underutilized. By contrast, the bulk of the agricultural
processing industry in northern Viet Nam consists of large-scalc State-owned firms. The small-scalc scctor
is rclatively underdeveloped owing to the priority given by government planncrs to large-scale "socialis("
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industrial development for scveral decades. Many of these enterprises also tend to be underutilized, and
according to the FAO/SPC report cited above arce often out of operation for onc rcason or another ¥/

In hine with the pre-eminence of rice production in Victnamese agriculture, rice milling represents the most
important agricultural processing activity in the country. This is underlined by the data in Tables 1V.1 and
IV.2, which show that rice mil'.ng accounted for the largest output of all agricultural processing industries
and for the largest number of individual enterprises engaged in agricultural processing. Other major
activitics in this ficld include the milling of cane sugar, the manufacture of flours, starches and noodles, the
commercial production of animal feed, and the processing of meat and fish. In addition, the production of
beer, spirits and other alcoholic beverages, vegetable oils, dairy products and textile fibres also represent
important components of the agricultural processing industries, as do the processing of fruit and vegetables,

and locally grown cash crops such as coffec, rubber and tea.

Table IV.1. Estimated output of agricultursl processing industries, 1988
(Thousand tonnes)
Processed Processed Processed Unprocessed
in central in provincial in private or

Total State-owned State-ouned or co-operative manual ly

output enterprises enterprises enterprises processed
Rice (paddy) 16,600 315 3,122 5,265 7,898
Sugar-cane 5,535 a35 1,392 3,309 e
Cassava 2,790 - - 558 2,232
Animal feed 250+ 40 200
Fish sauce 100+ - - 100 -
Frozen fish 27 5 22 - -
Dried fish 16 - 16 - -
Fish meal 7+ - 7+ - -
Camned fish 1 1 - - -
Staughtered meat 129+ 9 120 .o -
frozen meat 1 9 2 - -
Sausage meat 1+ - 1 e .
Canned meat 2 2 - . -
feer o8+ 98 . -
Spirits 17+ 17 -
Ethanol 13+ 13 .. -
Jute 56 -
Sitk <1 <1 -
Cotton <1 - <1 -
Vegetable oil 65 é 24 35 -
Rubber 50 - - - -
Pinespples 427+ 3 ... ... 3962/
Bananas 1,351 5 . 1,166
Oranges 105 12 ... .. 939/
Sweetened condensed mitk 52+ 52 .ee
Coftee S0 20 30 -
8aked products 30+ ..
Biscuits 26+ 3 23 -
Confectionary 36+ 3 vee 33 -
Tes (dried) 28+ 1 17 .. -
Wheat (imported) 30 30 - - -
Instant noodles 18 -
Wesning foods 4 - 4r -
Glutamate 2+ 2+ . -
Total 27,608 1,537 4,927 9,444 11,765

Source: R. S. Garven, Agricultural and Food Production Sector Review - Viet Nam - Repon of the Agro-

Industrial Sector, State Planning Committcc and FAQ, Rome, July 1989, page 9.

a/ Fresh,
b/ Fresh or

+ Indicates that present estimates may understate true output levels owing to incomplete data,

processed.

especially in the co-operative and private scctor.
< Indicates less than number statcd.
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Table 1V.2. Wmber and performance of registered agricultural processing industries, 1987

Enterprises Capecities Actusl
(Tonnes/year) utilizetion
(Percentage)
Type Number Installed Utilized Max practiczl of installed of mex practical
Rice milling %3 2,378,000
Neat processing 10 50,000 20,000 40,000 40 50
Central 1 2,000 1,000 2,000 50 50
Local 9 48,000 19,000 38,000 40 50
Feather processing 2,000 1,500 2,000 e s
Central 150 130 150 86 86
Local 1,850 1,370 1,850 7% 74
Fruit/vegetable processing 13 45,000 32,000 41,000 n 78
Central 10 39,000 26,000 36,000 64 66
Local 3 6,000 6,000 5,000 100 120
Freezing/cooling plants [ 20,000 17,000 20,000 85 85
Centrat 2 6,000 4,500 6,000 res e
Local 13 14,000 12,500 14,000 89 39
Drying 50 6,000 4,000 5,000 67 80
Sugar factories
Central [ 9,000 4,500 7,200 50 63
Local 4 2,000 1,000 1,600 S0 63
Glucose processing 1 2,000 1,400 2,000 70 70
Alcohol 3 23 18 22 80 81
Beer 2 140 85 105 61 81
Other beverages 1 50 16 30 32 53
Confectionary manufacturing
Central 1 6,000 2,500 4,500 42 55
Local 15,000 10,000 13,000 67 7
Coconut oil 50,000 22,000 40,000 &4 55
Peanut oil 5,000 4,000 5,000 80 80
Coffee processing 300 70 300 23 23
Milk processing
(million cans) 2 175 45 70 26 64
Monosodium glutamete 3,000 2,200 2,500 3 88
Animsl feed processing
Central 80,000 40,000 70,000 50 57
Local 400,000 200,000 350,000 50 57
Silkworm 180 100 135 56 74
Jute 160 o0 120 56 n
Cotton (tonnes of seed) 5,000 1,000 3,000 20 33

Source: Ministry of Agriculture and Food Industrics, as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,
pages 179-180.
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Rice milling
The resource base

Rice is the principal food and main agricultural crop produced in Viet Nam, and accounts for more than 80
per cent of the total land arca devoted to food production. It is cultivated most extensively in the southern
part of the country in the Mckong delta, which has historically constituted the “rice bowl” of Viet Nam. The
second most important regicn of rice cultivation is the delta of the Songkoi-Songbo-Songma river system in
northern Viet Nam. This region, also known as the Red River delta, owes much of its expansion to the post-
World War Il partition of the country, which forced the Government of North Viet Nam to develop the local
food resources of what had previously been a food deficit area dependent on supplics from the south. These
two deltas account for approximately 60 per cent of the total land area planted to rice in Viet Nam. Much
of this other land under rice is less than optimally suited to rice production, however, and both yields and
output levels in these regions are significantly lower than in the two deltas.

For historical reasons, the structural and institutional framework of rice cultivation differs significantly
between the Mckong delta and the Red River delta. Despite ecarly efforts at collectivization and co-
operativization in the immediate aftermath of Viet Nam’s reunification and re-integration in 1975-76, rice
production in the Mckong delta has continued to be dominated by small-scale privately-owned family farms.
As indicated in Chapter 1, morecover, the role of the private sector has been reinforced in recent years by
a variety of economic policy measures aimed at promoting private incentives to increase food production.
In the north, on the other hand, most rice growing peasants have long been organized into producer co-
operatives, although cven here the co-operativized farmers were permitted to cultivate private plots, the
combined area of which was not allowed to exceed 5 per cent of the total land area of their co-operatives.
In practice, however, the privately operated area frequently exceeded the officially permitted 5 per cent share
of the co-operative’s total acreage.

Although rice production bas increased rapidly in recent years, from less than 16 million tonnes in 1985 to
more than 21 million tonnes in 1989, considerable scope for expansion still remains. The "Green Revolution®
methods of intensive cultivation remain largely unkncwn and untried in Viet Nam, where rice production
continues to rely largely on traditional techniques. The latest available estimates thus indicate that only
about three quarters of Viet Nam’s rice acreage was under some form of irrigation in 1987/, and that only
about half of all rice acreage was double cropped in that year: 3/, As shown in Annex Table A-12, moreover,
the recorded cropping intensity varied considerably from region to region, largely in response to water
availability. As indicated further in Annex Table A-13, yields per ha remain relatively iow at approximately
3 tonnes/ha, which compares with Indonesian yiclds of almost 43 tonnes/ha. Annex Table A-13 also
highlights the seasonal nature of rice production, and hence the problems of ensuring an optimal year-round
utilization of rice milling capacity.

Recent industrial trends

The caveat about data limitations entered in the general discussion above is particularly relevant with regard
to rice milling. Official statistics on rice milling tend to be restricted only to the activities of State-owned
mills operated cither by the central government or by local governments. According to the most recent
estimates available, the total number of these State-owned rice mills amounted to 963 in 1987-88. Of these,
seven were large-scale facilities owned by the central government, which had milling capacities of more than
three tonnes/hour. The remainder were medium- and small-scale enterprises operated by local governments,
of which the former had capacities of 1-3 tonnes/hour and 6-20 tonnes/day, and the latter had capacities of
less than one tonne/hour and 5 tonnes/day. Estimates of the total processing capacity of these mills varies,
however, from less than 2.4 million tonnes to more than 3.4 million tonnes. As indicated in Table IV.2, a
UNIDO mission visiting Viet Nam in the late 1980s was thus informed that the total installed capacity of the
State-owned rice mills amounted to 2.378 million tonnes, while the findings of an FAO mission reproduced
here in Table 1V 3 indicate that the actual volume of paddy processed in 1988 amounted to 3.437 million
tonnes. The apparent inconsistency may be reconciled by the fact that throughput in Vietnamese industrial
enterprises often exceeds designed capacity as these enterprises are operated for longer hours than they have
been designed for.
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Table IV.3. Estimated output of milled rice by type of facility,

1988
Average
Number output
of Output per shift?® Scale of

mills ('000 tonnes) (tonnes) enterprises

State-owned

(central)¥ 7 315 150 Large
State- owned

(local)¥ 956 3,122 11 Medium/Small
Co-operative and

private 415,000 to 8,163 2-3 Small
Household level e to 7,897 .cos Manual
Total cos 16,600

Source: R. S. Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agrr-
Industrial Sector, State Planning Committee and FAQ, Rome, July 1989, pages 12-13.

a/ Assumes a shift operates for six continuous hours per day for 300 days per year.
b/ 1985 data.

Since total Vietnamese rice output exceeds both the installed and utilized capacity levels described above by
a considerable margin, it is evident that the vast bulk of Vietnamese rice production is processed outside the
State-owned mills. While estimates vary in the absence of any firm data, it is generally believed that some
70-80 per cent of the paddy grown in Viet Nam is processed in small mills operated co-operatively or
privately. The FAO estimates presented in Table IV.3 thus suggest that some 15,000 small-scale rice milling
enterprises are in operation in Viet Nam, and that they processed between 5.3 million and 8.2 million tonnes
of paddy in 1988. A further 5.0-7.9 million tonnes are estimated by the compilers of this table to have been
processed manually, mainly by hand pounding, at the household level.

The processing technology employed by the Vietnamese rice milling industry spans a considerable range.
According to official Vietnamese estimates, some 95 per cent of the small-scale mills located in the northern
part of the country consist of cast iron hullers of the Engleberg type, which use obsolete technology and have
a capacity 0.4 tonnes/hour. The remaining 5 per cent of the northern small-scale mills use rubber roll
shellers to remove the husk. In southern Viet Nam, many small- and medium-sized rice mills employ the
under runner disc huller technique, and use disc huskers and vertical conc whiteners with a capacity of 0.6
tonnes/hour. Most of the newer mills used in southern Viet Nam consist of Satake type mini-mills with a
production capacity of approximately 0.6 tonnes/hour.

Viet Nam is able to supply somc of its milling equipment needs from its own production. The State-owned
Hoang Liet Factory in Hanoi, which has received assistance from UNDP/UNIDO (VIE/82/004) for design,
manufacture, repair and maintenance capabilities, manufactures Engleberg type mills and rubber roll shellers.
A set of rubber rolls produced by this factory is claimed to have an cffective working life of 100 hours, which
exceeds the 17 hour working life of comparable rubber rolls manufactured in the Philippines by a factor of
almost 6 but falls well short of the 200 hour working life of Japancse-made rollers. The Food Equipment
Manufacturing Factory II in Ho Chi Minh City produces spare parts for the disc huller mills used in southern
Viet Nam. The larger and medium-sized mills are reported to be gelting old, however, with the mechanical
installations being poorly maintained and becoming worn out. Spare parts are often in short supply, and only
the most essential of these are made in local workshops.
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Major coastraints

The estimated recovery rates of the Vietnamese rice milling industry are presented in Annex Tables A-14
and A-15. These range from approximately 50 per cent to approximately 70 per cent, and are broadly
comparable to those of other tropical rice producing countries such as Thailand, Indonesia, India and
Bangladesh. Vietnamese spokesmen have noted, however, that these recovery rates could be raised by at
least 1.5-3.0 per cent if the oosolescent milling technology currently in usc in the country were modernized.
According to official estimates, an increase in milling recovery rates of this magnitude would enable an
additional 200,000-300,000 tonnes of milled rice to become available for Vietnamese consumers.®/

Based on this assessment, the need for an extensive rehabilitation and modernization of Viet Nam’s rice
milling industry has been widely recognized. This is especially true in the case of the small-scale component
of the industry, which appears to be particularly inefficient and, as shown in Annex Table A-15, boasts the
lowest milling recovery rate in the country. The need to raise the efficiency of this part of the industry is
reinforced, moreover, by the fact that it is likely to experience the most rapid expansion in the coming years
as the trend towards mechanized milling will prompt an increasing shift from the high yielding technique of
hand pounding towards the use of small-scale milling technology, and as a continued expansion of demand
for food promotes a corresponding increase in small-scale rice milling capacity.

This need to rchabilitate existing mills and establish a network of new efficient small-scale mills was
acknowledged by the United Nations agencies from an early stage. One of the earliest consultants’ reports
commissioned by these agencies therefore recommended that "Viet Nam, with technical assistance from
UNDP, should embark on a major small-scale rice mill rehabilitation programme.” It argued further that
“this will involve strengthening the existing equipment manufacturing industry”, and suggested that "a tax
incentive scheme may be necessary to help implement the conversion to improved milling techrology and
improved yiclds™. It also recommended that future activitics by the UNDP and FAO in support of the
Vietnamese: rice milling industry should be directed towards small-scale rice mills.Z

In the context of the formulation and implementation of such a small-scale rice mill rehabilitation
programme, five s~ecific measures have been recommended. These consist of accurate current assessment,
programme development, equipment manufacturing, programme promotion and on-going monitoring. The
first of these calls for the compilation of a precise inventory of the Vietnamese rice milling industry, and for
the quantification of the potential increase in the milling recovery rate which would allow reasonably accurate
estimates of the economic bencfits of rice mill modernization to be determined. The second measure calls
for Viet Nam and the UNDP to develop a comprehensive systematic plan to modernize the rice milling
industry, with specific emphasis being placed on its small-scale branch. The third measure calls for ai.
enhancement of local equipment manufacturing capacity, either through licensing arrangements with
countries possessing the appropriate technology or through the local development of the required technology
with technical assistance from such ager ~es as UNIDO and the ILO. The fourth measure calls for the
provision of tax incentives to stimulate the adoption of new technology at both the rice milling and
equipment manufacturing levels. The fifth and final measure calls for a continuous monitoring of the
programme in order to be able to rectify any errors immediatcly.y

Prospects

Projections produced by UNIDO have suggested that a substantial increase in installed rice milling capacity
is necessary in order to meet the growing food requirements of the Vietnamese population over the coming
15 years. These projections therefore argue the need for a comprehensive overhaul of the existing industry,
including the 7 large-scale State-owned mills operated by the central government as well as all of the other
smaller mills cpcrated by the local governments and by co-operatives and piivate interests. In addition, these
projections forcsee a significant expansion of rice milling, with the construction of 200 new small-scale mills
with an average output of 10 tonnes/shift and the construction of 45 new large-scale mills with an average
capacity of 600 tonnzs/day. As a result of these investments in the industry, total Vietnamese rice milling
capacily is projected to rise from 19 million tonnes/ycar in 1990 to 26 million tonnes/year by 2000. This is
illustrated in greatcr detail in Table IV4,
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Table IV.4. Projected rehabilitation and expansion of rice
milling industry, 1990-2005

1990 1995 2000 2005

Rehabilitation of existing

large-scale mills yes yes yes
Construction of 200 new

small-scale millsY yes yes yes yes
Construction of new

large-scale mills 7 13 25
Total capacity 19.0 21.0 26.0

Small and medlum scaleb 15.6 16.8 20.8

Large scale¥ 3.4 4.2 5.2

Source: Ministry of Agriculture and Food Industries, as cited in United Nations Industrial Development
Organization, Viet Nam’s Industrial Development - An Assessment, Report by the Regional and
Country Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989,

page 90.

a/ Average capacity = 10 tons/shift
b/ Operated by provincial governments as well as co-operate and pnvate enterprises.
¢/ Operated by central government.

The rehabilitation of the existing rice mills should also focus on the quality performance of the equipment
installed, which in the case of small-scale mills currently results in the production of rice with a comparatively
high proportion of broken grains of approximately 30-40 per cent as well as considerable processing losses.
According to asscssments made by the UNDP/FAD. Post-Harvest Protection Project
(VIE/86/012/A/01/12), the overall milling recovery rate is expected to increase by 10-20 per cent after the
comprehensive rehabilitation of cxisting mills. For Viet Nam as a whole, this has been calculated to result
in an annual saviug of some 2 million tonnes of rice per year for human consumption. Head rice recovery
is expected to increase by 3-5 per cent, and final mill output is expected to rise by a minimum of 15 per cent
Storage facilities for paddy are reported to be adequate for the present levels of production, but the quality
standard is believed to be relatively low. The UNDP/FAO post-harvest protection project also covers this
issuc, as well as the cstablishment of an appropriate pricing mechanism for rice in the Vietnamese economy.
This project is thercfore expected to result in a substantial increase in the cfficiency of rice handling in Viet
Nam.

The rehabilitation of existing ricc mills, the manufacture of new cquipment for both large-scale and small-
scale mills, the very strong need for spare par  in the future and the periodic need for expert maintcnance
services 1o the rice mills provides a substanirat Fasis for industrial development in the stecl manufacturing
subsector. Such a programme could be implemented in scveral ways. One possibility involves the signing
of licensing agreements with overseas owners of appropriate technology, under which the forcign partner
provides both training and technical assistancc. Anothcr possibility is given by joint ventures, where the
forcign partner supplies certain qualified components according Lo predetcrmined principles of costing and
subsequent pricing of the final equipment. !
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Sugar-cane processing
The resource base

Sugar-cane is widely grown throughout Viet Nam, although more than 80 per cent of the acreage planted
to this crop is in the south cf the country, and especially in the Mckong delta, towards the cast of Ho Chi
Minh City, and in the central coastal provinces. Sugar-cane acreage expanded rapidly in the late 1970s and
carly 1980s, but has stabilized in subsequent years. As shown in Table IV.S, average cane yields in Viet Nam
have remained virtually unchanged at approximately 40 tonnes/ha during the 1980s, and are among the
lowest in Asia. This average conceals a considerable spread, however, and yiclds in some arcas of the
Mckong delta are said to approach or exceed the levels of 45-50 tonnes/ha achicved in neighbouring
countries. Even so, Victnamese sugar-cane yiclds fall well below those of the major sugar-cane producing
countries, which range from 70 to 100 tonnes/ha.

Table IV.5. Area, production and yields of sugar-cane, 1980-1995

1980 1985 1988Y 1990Y 1995Y

Production

('000 tonnes) 4,359 5,560 5,535 10,010 12,500
Area ('000 hectare) 110 143 140 220 250
Yield (tonnes/hectare) 39.7 38.9 39.6 45.5 50.0

Source: Statc Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Progru.mme, Food and Agriculture Organization of the United Nations, and the World Bank, Viet
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:CP/VIE /88/033,
od, p. 72.

a/ Estimate.

b/ Projection.

The reasons for the low yields include an almost total lack of fertilizer use and the fact that sugar-cane is
most often grown on marginal land in hilly or poorly drained areas with little or no irrigation.
Environmental conditions in northern Viet Nam, which include low winter tempcratures, insufficient hours
of sunlight, and the frequent incidence of typhoon and flood damage, also limit the scope for yield increases.
These problems are compounded by the use of inferior plant varieties, with the most common variety in usc
being an old Indonesian variety, POJ, which was introduced into Viet Nam some 30-40 years ago. Over a
past few years, however, a new variety, F 134, has been introduced from Taiwan Province. Even though this
has a lower sugar content than POJ, its yields are twice as high and it is therefore becoming increasingly
popular with Vietnamese cultivators.

Despite a gradual improvement resulting from the increasing adoption of new plant varieties in recent years,
the average quality of Viet Nam’s sugar-cane production remains relatively low. One recent study has noted,
for example, that the sugar-cane delivered to mills in northezn Viet Nam during 1985-87 had a commercial
cane sugar (CCS) content of 9-10 per cent, and a mixed juice purity of 72-75 per cent. The sugar-canc
processed by the Van Diem Sugar Mill during this period had an average CCS content of 9.46 per cent, with
none of the cane brought to this mill having a CCS content of more than 10 per cent Y The problems of
poor cane quality arc often exacerbated, morcover, by long procurement distances and organizational
inefficiencies in the delivery of canc to the mills, which result in a further reduction of sugar content.

The State Planning Committee of Vict Nam is giving a high priority to the expansion of sugar-cane
production, especially in the north of the country. As shown in Table IV.5, it expects a dramatic increase
in acreage, yields and output levels over the coming ycars. This expansion is expected to be concentrated
in the northern region in order to cnable a more extensive utilization of the existing processing capacity in
that part of the country. To promote the requircd expansion of sugar-cane planting, the government has
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pursued a relatively flexible pricing policy in recent years, which has resulted in a significant improvement
in the domestic terms of trade for sugar, with 8-10 tonres of sugar-canc now exchanging for a tonne of
paddy. Despite the provision of this comparatively favourable sct of price relatives, howevet, the official
output growth projections presented in Table IV.5 appear somewhat optimistic, and several problems remain.
In particular, it has becn argued that “in the final analysis, gcographic imbalance of processing capacity is
the most serious limitation on cxpansion of production” ¥ since sugar-canc is too hcavy and bulky a
commodity to be easily transported for long distances between the farm gate and the mill door, and since

lengthy delays in transport can, as indicated above, result in a loss of the cane’s sugar content.
Recent industrial trends

The sugar-cane processing industry in Vict Nam has a similar ownership and management structure as the
rice milling industry. It consists of both Statc-owned and co-operatively or privatcly-owned enterprises, with
the former being operated either by the central government or by local provincial or district governments.
The centrally controlled enterpriscs, which are administered by the Ministry of Agriculture and Food
Industries (MAFT), are combined into two “unions”. As indizated in Table IV.6, the Union of Sugar Mills
No 1 covers the northern region of the country and includes two sugar mills, while the Union of Sugar Mills
No 2, covers the southern region and includes four mills. These six relatively large-scale mills have a
combined production capacity of approximately 9,000 tonnes/day. As also shown in Table IV.6, an additional
fivc medium-scale mills with a joint capacity of 2,100 tonnes/day are operated by local governments.
Although the Siatc-owned sugar processing industry thus comprises a total designed capacity of 11,100
tonnes/day, a recent UNIDO mission has estimatcd that the maximum practical capacity of the industry

amounts to no more than 8,600 tonnes/day owing to a varicty of operational deficiencies 2V

Table IV.6. Organizational structure and capacity of State-owned sugar milling indhstry

Designed
Province Region capacity
(tonnes/day)
Centrally controlled
Urnion of Sugar Mills No 1
Van Diem Sugar Mill Ha Son Binh Northern 1,000
Lam Son Sugar Mill Thanh Hoa Northern 1,500
Union of Sugar Mills No 2
Quang Ngai Sugar Mill Nghia Binh Southern 1,500
Hiep Hoa Sugar Mill Long An Southern 1,500
Binh Duon Sugar Mill Song Be Southern 1,500
Ls Nga Sugar Mill Dong Hai Southern 2,000
Total 9,000
Provincislly controlled
viet Tri Sugar Mill Viph Phu Northern 500
viet Tru Sugar Mill Ha Nam Ninh Northern 500
Song Lam Sugar Mill Nghe Tinh Central 500
Thap Cham Sugar Mill Thuan Hai Southern 300
Mo Cay Sugar Mill Ben Tre Southern 300
Total 2,100
Grand Total 11,100

Source: R. S. Garven, Agricultural and Food Froduction Sector Review - Viet Nam - Report of the Agro-
Industrial Sector, State Planning Committce and FAO, Rome, July 1989, pages 19-20.

The refincd sugar produced by the Statc-owned enterpriscs accounts for only about 25 per cent of total
domestic demand, with the remainder being provided by a multitude of small co-operatively and privately-
owncd sugar crushing plants and houschold extraction units. Although no precisc data on the number and
scale of these enterprises is available, official Victnamese sources have suggested that some 6,000 small-scale
presses werc in operation in the northern region in 1987/88, cach with a capacity of 1-2 tonnes/day of sugar-
canc. Bascd on the regional distribution of sugar-cane production within Vict Nam, a consultant of the Food
and Agricultural Organization of the United Nations has estimated that approximaicly ten times as many
small-scalc extraction units are likely to have been operating in the central and southern parts of the country
at that time 12/
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Major constraints

The sugar processing facilitics in Vict Nam are generally of simple design and rugged construction, and appear
to work without major disturbances. Their operating efficiency is relatively low, however, and much of the
cquipment tends to be very old and in a poor state of repair. The Statc-owned enterprises are also frequently
overstaffed, with the firms’ managers feeling obliged 1o carry an unnecessarily large work force for reasons
of social responsitility. These enterpriscs are also required to place high priority on the achievement of
quantitative production targets, often at the expense of product quality.

Estimates of the rate of sugar recovery vary, but a representative sct is presented in Annex Table A-16. For
a given volume of canc processed, these data indicate extraction rates for refined sugar of 6 per cent in the
large- and medium-scale State-owned enterpriscs and 4.5 per cent in the small-scale mills. Assuming that the
sugar-canc processed by these enterprises has a CCS content of approximately 10 per cent, these estimates
show that the State-owned and non-Statz-owned mills are losing 40 per cent and 55 per cent respectively of
the recoverable sugar contained in the canc delivered to them. While expectations of extracting the total
available volume of sugar may be illusory, the existing situation does neverthelzss leave considerable scope
for improvement.

As shown in Table 1V.7, even 2 relatively small further improvement in extraction rates would result in a
substantial increase in overall sugar production levels in Viet Nam. An increase in the recovery factor to 85
per cent in the State-owned sugar mills and 6 per cent in the remainder of the cane processing industry would
thus increase the total volume of sugar production in Viet Nam by almost 33 per cent from 320,835 tonnes
to 426,127 tonnes. To achieve part or all of this potential, however, a major rehabilitation of Vietnamese
sugar mills will be necessary.

Table IV.7. Impact of improved sugar processing facilities on
sugar output

Potential Potential

Cane increase in increase in

input recovery output

(Tonnes) (Percentage) (Tonnes)

Centrally owned 834,930 2.5 20,873
Provincially owned 1,391,55) 2.5 34,789
Small scale 3,308,690 1.5 49,630
Total 5,535,170 105,292

Source: R. S. Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-
Industrial Sector, State Planning Committce and FAO, Rome, July 1989, page 48.

Such a rehabilitation of Viet Nam's sugar processing facilities would have several important benefits. Onc
of the most important of thesc would be a reduction, if not a cessation, of Viet Nam's traditionally large and
costly sugar imports. In 1987, Vict Nam was thus reported to have imported 96,000 tonnes of refincd canc
sugar, well below the increase in production levels that would have been achieved if the country’s domestic
sugar industry had been in a better state of repairs and achicved the higher extraction rates of 8.5 per cent
and 6 per cent discusscd above. In addition, the proposcd rchabilitation of the sugar processing industry
~vould providc a significant boost to local cquipment manufacturers and the light manufacturing sector in
general.

The general rcquirements for the successful implementation of a programme to cxpand and modernize Viet
Nam’s sugar proccssing capacity arc broadly similar to those for the rice mill rehabilitation programme
described above. They include the nced to undertake an accurate assessment of the current state of the
industry in order to enable a precisc calculation of the potential gains of the rchabilitation programme. They
also include the nced to develop a comprehensive and systcmatic plan to modernize the sugar processing
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industry, with the possible assistance of such international agencies as the United Nations Development
Programme (UNDP), and the need to enhance local equipment manufacturing capacity through appropriate
mcasures of technology transfer and worker training, possibly with the assistance of UNIDO or the
International Labour Organization (ILO). Finally, they include the nced to promote the adoption of the
chosen programme by local sugar processors through the provision of price and tax incentives, and the need
to monitor the performance of the programme continuously in order to correct any unforeseen errors.

Prospects

Based on the expected growth of domestic consumer demand and the hope of developing refined sugar as
an important export commodity, the Ministry of Agriculture and Food Industry projects a substantial
expansion of the Victnamese sugar processing industry in the foresecable future. Beiween 1990 and 2005,
the total quantity of industrially produced sugar and molasses is thus expected to increase from 600,000
tonnes to 1.5 million tonnes. This increase in quantity is to be accompanied, morcover, by a significant
improvement in the quality of the sugar produced in Viet Nam.

To correct some of the underlying shortcomings of the sugar industry, priority is expected to be given to the
establishment of a stable raw material supply for the processing plants and the introduction of a system of
quality related payments for suppliers based on the sugar content of the cane delivered to the mills and the
time of delivery. In addition, the domestic manufacture and supply of spare parts to the mills is also
expected to be improved in order to ensure their optimal operation, and measures are expected to be tak.a
to improve the recovery rate in both industrial and non-industrial processing facilitics. In the absence of such
measures, it has been estimated that the volume of sugar lost in bagasse could rise to 400,000 tonnes per
annum in the next 10-15 years.

The achievement of the projected growth in production of refined sugar will also require substantial
investments in the maintenance of existing processing facilities and the construction of new mills. According
to data provided by the Vietnamese authorities to UNIDO, the projected investment programme for the
sugar processing industry has three main dimensions. The first of these will involve investments in the
existing State-owned factories to permit production to be maintained at or near the designed capacity of
11,000 tonnes/day until year 2005 and beyond. The secnnd involves the establishment of ten new factories
with a total capacity of 15,000 tonnes/day by 1995. The thirc proposes the construction of a further 36 plants
by year 2005, when total national capacity for industrially refined sugar is projected to rise to 35,000
tonnes/day. These figures imply that the plants installed between 1995 and 2005 will be smaller than those
established in earlier years, and that some of the old factories currently in operation may possibly be phased
out in the opening years of the next century.

Flours, starches and noodles
The resource base and recent industrial trends

Although it is not very well documented because it is conducted principally on a small scale at village level,
the production of flours, st:rches and noodles from roots, tubers and cereals is believed to be the third most
important agricultural processing activity in Viet Nam. Rice, cassava, sweet potatoes and arrowroot (cana)
form the prime ingredients of much of this activity, which utilizes a variety of technigues to mill these crops
into flours or extract their starch for food or industrial se. Broadly speaking, human consumption accounts
for at least as important a share of the flours and starches derived from roots and tubers as animal feed or
mdustrial uses, although this often reflects local food deficits and transport constraints rather than consumer
preferences.

As shown in Table 1V.8, cassava and sweet potatoes occupied 316,000 and 319,000 ha respectively in 1988,
although both the area planted and the total volume of outpui had declined substantially since the beginning
of the decade. Production of both of these crops is concentrated primarily in the north-central and central-
coastal provinces of Viet Nam, which account for more than one third of the country’s total area under
cassava and one half of the total area planted to sweet potatocs. In addition, cassava is also important in
the northern mountains, where it is grown mainly under shifting cultivation in association with maize and
upland rice, and to the east of Ho Chi Minh City.
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Table IV.8. Area, production and yields of cassava and swveet
potatoes, 1980-1995

1980 1985 1988 1990¥ 1995Y

Cassava

Production

('C00 tonnes) 3,323 2,939 2,882 2,880 3,200

Area

('000 hectare) 443 335 318 320 320

Yield

(tonnes/hectare) 7.5 8.8 8.9 9.0 10.0
Sweet potatoes

Production

(*000 tonnes) 2,418 1,773 1,902 2,113 2,805

Area

('000 hectare) 450 319 336 325 330

Yield

(tonnes/hectare) 5.4 5.6 5.7 6.5 8.5

Source: State Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank, Viet
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE /88/033,
nd, page 66; Socialist Republic of Viet Nam, General Statistical Office, Statistical Data of the
Socialist Republic of Vietnam, 1976-1989, Statistical Publishing House, Hanoi, 1990, pages 32-34.

a/ Projection.

Cassava is frequently dricd on roadways and then ground into flour for food or cattle fodder. Alternatively,
fresh cassava may be ground in a co-operatively-owned grinder, and the wet slurry brought back to the
hovschold where the starch is separated from the non-starch components. The starch may then be processed
fuscher into noodles, which are dried on bamboo boards along the roadside. Arrowroot is processed in a
similar way. Sweet potatoes, finally, may also be dried along the road and then ground into flour, or may
be sliced, dried, and converted to starch.

Major constraints and prospects

A crucial constraint inhibiting the expansion of the flour, starch and noodle industries in their present form
is their widespread dispersal and the essentially artisanal nature in which they are conducted. At the samc
time, however, there is considerable scope for a development of these industries through the adoption of new
production technologics and an increased commercialization of the production process. In order to facilitate
such a shift towards more large-scale methods of production, moreover, the Vietnamese planners are secking
to reverse the long-term decline in the output of the basic agricultural raw materials of these industrics as
indicated in Table IV.8. Largely as a result of substantial yield increases, the State Planning Commission
is thus anticipating significant increases in the output of both cassava and sweet potatoes over the coming
years. Whether or not such an increase in production will provoke a structural shift in the pattern of flour,
starch and noodle production of the kind described above, it will certainly support a further expansion of the
existing rural industries, especially in some coastal areas and in the northern mountains.
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Fruit and vegetable processing
The resource base

Viet Nam’s diversity of climatic and soil conditions enable it to produce an extensive range of fruits,
vegetables and spices which could be processed further both for consumption in the domestic market and,
especially, for export. Fruits are particularly important in this context, and Viet Nam is well situated to
produce a number of high value tropical fruits including pineapples, bananas, guavas, mangoes and lychees,
as well as several varieties of citrus fruit (mandarins, oranges, grapefruits and lemons). Although the
cultivation of these fruits is spread throughout the country, particularly high concentrations are found in the
Mckong delta, in the region to the north-cast of Ho Chi Minh City, and in some parts of the north-central
provinces. Apart from fruits, several vegetables and spices (including potatoes, cucumbers, cabbages, garlic,
ginger and black pepper) produced in Viet Nam are also capable of further processing on an industrial scale.

As shown in Table IV.9, fruit production has expanded significantly during the 1980s, with output of all fruits
rising from 1.59 million tonnes in 1980 to an estimated 1.68 million tonnes in 1988. Particularly strong
growth has been recorded by pineapple production, which increased by 22 per cent from 350,000 tonnes in
1980 to 427,000 tonnces in 1988. The production performance of other fruits was marred by a substantial
downturn between 1985 and 1988, but the 1988 production estimates nevertheless represent a creditable
increase over the 1980 output data presented in Table IV.9.

Recent industrial trends

The Vietnamese fruit and vegetable processing industry is largely State-owned. The central government,
through the Ministry of Agriculture and Food Industry (MAFI), controls a commercial company, the
Vegetable Export Company (Vegexco), which is charged with the following principal tasks:

- To operate and manage a number of State-owned farms which cultivate a variety of fruits, including
pineapples, oranges and bananas.

- To procure and export fresh and processed fruit and vegetables from farms owned by the central
and provincial governments.

- To manage several canning and freezing factories. At present these comprise nine canning factories
with a designed capacity of 40,000 tonnes/year, five freezing factories with a designed capacity of
12,000 tonnes/year, and a research centre for the production of canned foods.

In addition, several local governments also operate fruit farms and processing facilities, of which the
Pincapple Export Company (Pinexco) operated by the government of Ho Chi Minh City is often cited as a
typical example.

The total number of fruit and vegetable processing plants currently in operation in Viet Nam is estimated
at 13, with a total capacity of approximately 45,000 tonnes/year of mainly canned and frozen products. The
industry is highly labour intensive, and to a large and increasing degree oriented towards exports. An
quantitative indication of Viet Nam’s fruit and vegetable exports is given in Table IV.10. The country’s
principal export markets have traditionally been the Soviet Union and the formerly socialist countrics of
castern Europe, although relatively small quantities have also been exported to Japan, Singapore and France
in the recent past.

Major constraints

To the exten: that the growth prospects of the Vietnamese fruit and vegctable processing industry will
continue to be determined primarily by external demand, its expansion is likely to be inhibited by the
relatively poor quality of its product. A recent UNIDO mission to Viet Nam thus reported that the quality
of the food processing industry is not uniform and falls short of the standard expected by international
consumers. It aiso noted that the hygienic conditions and working environment are invariably of low
standard, and that the packaging employed in the country is often simple and sometimes inadequate. ¥ As
against this unflattering assessment, one recent observer has nevertheless argued that “the quality of
management and sanitation can be very good at some MAFI facilities”. In particular, he cited a MAFI-
owned pineapple canning and freezing factory in Ho Chi Minh City as "an example of a successful State
facility Whli:/h has a good opportunity to export processed fruit juices and canned fruit te convertible currency
markets”.
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Table IV.9. Area, production and yields of fruits, 1980-1995

1980 1985 1988Y 1990Y 1995Y

Total

Production

('000 tonnes) 1,586 1,723 1,683 2,030 2,896

Area

('000 hectare) 138 129 142 129 132

Yield

(tonnes/hectare) 11.5 13.4 11.9 15.7 21.9
Pineapples

Production

('000 tonnes) 350 363 427 450 720

Area

('000 hectare) 43 35 43 34 35

Yield

(tonnes/hectare) 8.1 10.4 9.9 13.2 20.6
Bananas

Production

('000 tonnes) 1,136 1,249 1,151 1,440 2,000

Area

('000 hectare) 79 77 83 78 79

Yield

(tonnes/hectare) 14.4 16.2 13.9 18.5 25.3
Citrus and other fruits

Production

('000 tonnes) 100 111 105 140 176

Area

('000 hectare) 16 17 16 17 18

Yield

(tonnes/hectare) 7.5 7.9 7.5 8.0 9.0

Source: State Planning Committce, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and thc World Bank, Viet
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE/88/033,

nd, page 82.

a/ Estimate.
b/ Projection.



63

Table IV.10. Production and exports of fruits, vegetables and
spices
(Thousand tonnes)

Production Exports Exports
(Fresh) (Processed)

Fresh vegetables 2,939.0 8.0 -
Bananas 1,151.2 20.0 4.7
Pineapples 426.7 5.0 -

Frozen - - 17.5

Canned - - 21.0
Citrus fruits 105.3 10.0 cee
Onions . 1.5 -
Irish potatoes .o 11.8 -
Garlic .o 2.4 -
Watermelons .o 11.3 -
Black pepper ves 0.5 -

Source: R. S. Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-
Industrial Sector, State Planning Committee and FAO, Rome, July 1989, page 27.

In general terms, however, it is widely acknowledged that the quality of Vict M -m’s processed fruit and
vegetable exports has considerable potential for improvement. These quality constraints have indeed played
a major role in limiting Viet Nam’s exports to Sovict and castern European markets, which impose lower
quality standards on their suppliers than the markets of the major western industrialized countries. Several
reasons suggest themselves for these quality problems. These include a lack of modern equipment, which
has forced the Victnamese processing facilitics to adopt obsolete and highly labour-intensive technology.
This, in turn, reduces the scope for standardization of the output at an established and generally recognized
quality level. The problem is exacerbated, morcover, by the uneven quality of the raw materials used by
these processing facilities, as the prevailing institutional framework and pricing structures give cuitivators of
fruits and vegetables no incentives to provide regular and timely deliveries of high quality products for further
procrssing,

Prospects

Over the longer term, the future development of the Vietnamese fruit and vegetable processing industry will
depend largely on its ability to raisc the quality of its output. At one level, this will necessitate an upgrading
of its processing facilitics and the introduction of modern technology, which itself will result in a substantial
reduction in the industry’s labour intensity in due course. At another level, it will also necessitate measures
to ensure the delivery of high quality fresh fruits and vegetables to the processing plants. The processing
industry itsclf will increasingly have to adopt a dircct role in promoting the supply of first class raw matcrials
by helping growers to choose appropriatc plant varieties, disseminating improved cultivation practices, and
establishing an incentive-based pricing structurc.

While the longer term expansion of the fruit and vegetable processing industry thus clearly dcpends on an
increased degree of commercialization, modernization and quality consciousness, any attempt to diversify Viet
Nam’s existing export markets with other more sophisticated markets may only be feasible in the medium
to long term. These markets should be added to rather than replaced in due course as the Vietnamese
industry begins to produce goods which have a wider geographic appeal. The main steps that the industry
will need to take to broaden its appeal will be to produce top quality products at competitive prices for
timely delivery. The Minist.y of Agriculture and Food Industrics (MAFT) has projected a significant
expansion of the fruit and vegctable processing industry in the coming years, with total output rising to
100,000 tonnes/ycar by 2005. At the same time however, decisions on such complex issucs as the firms’
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ultimate processing capacity and product range will have to be based on case by case assessments to identify
areas of production, costs of production, and the types of raw materials used.

Processing of perennial tree crops
The resource base

The geographical and climatological environment of Viet Nam is well suited for the production of a large
number of industrial tree crops, of which rubber, coffee, tea and coconut are the most important. Significant
cfforts have been made since the mid-1970s to exploit this potential, especially in the previously underutilized
upland arcas, and a considerable rchabilitation and expansion of acreage planted to these crops has been
undertaken during the past 15 years with the financial assistance of the CMEA countries. Much of this
growth has been generated by State-owned farms or by the government’s land reclamation policies involving
the settlement of shifting highland cultivators into a sedentary way of life and a rescitlement of people from
the densely populated lowiand regions to the highlands.

As a result of the tree crop expansion programme of the past decade, the arca planted to rubber, coffes, tea
and coconut increased at an annial average rate of 8 per cent, 17 per cent, 3 per cent, and 15 por cent
respectively between 1976 and 1988. Qutput growth failed in most cases to match this growth in planted
arca, however, and amounted to an average of 5 per cent, 11 per cent, 5 per cent and 14 per cent per year
respectively, largely because of the normal lags between the planting of such crops and their reaching
maturity. As shown in Table IV.11, a substantial further growth of both planted area and output is projected
for the coming years.

Industrial tree crop plantations are concentrated in a relatively small number of areas in Viet Nam. More
than 40 per cent of the total acreage under such crops is located to the north-cast of Ho Chi Minh City,
where rubber and coffee are the main products. The central highlands, which support plantations of all
major tree crops, and the Mckong delta, where coconuts are the main crop, account for an additional 16 per
cent each of Viet Nam’s total tree crop acreage. The northern mountains, which are an important centre
of the country’s tea production, account for a further 14 per cent of trec crop acreage.

Rubber is in many respects the most important of the industrial tree crops grown in Viet Nam, and rubber
planting has a long history with about 127,000 ha having been planted to the crop by 1939. The four and
a half decades of almost continuous war between the outbreak of World War I1 and the reunification of the
country in 1975-76 resulted in a severe disruption of the rubber plantation industry, however, from which it
has not yet fully rccovered. Of the approximately 200,000 ha currcatly planted to rubber, therefore, only
67,000 ha are reported to be in production, and since much of the plant material established in the 1930s
has not becn renewed in the intervening period, yields are relatively low at some 700 kg of dry rubber per
tapped hectare. This is comparable with the yields achieved by the largely smallholder-based industries in
Indonesia and Thailand, but far below the 1.2-1.4 tonnes/ha achieved in the more regulated Malaysian
industry. So:..e planting of high yiclding Malaysian cloral material (RRIM 600) has been undertaken in
recent years, however, and promises to bring about a significant improvement in average yields per hectare
in due course once these new plants mature.

As illustrated in Table 1V.11, the arca planted to coffee in Viet Nam increased rapidly in the 1980s, from
23,000 ha in 1980 to an estimated 109,000 ha in 1988, and was projected to rise further to 138,000 ha by 1990.
Although estimates vary, it is generally belicved that some 40-60 per cent of this acreage is now in
production, and output has been expanding at a rate of some 40 per cent per annum in recent years. The
production of coffee is dominatcd by Statc-owned farms, which account for approximately 50 per cent of the
total acreage planted (o the crop in Vict Nam and 30-40 per cent of the country’s total coffee output. .About
20,000 ha is undcr the dircct control of the State sponsored Union of Coffee En crorises. Co-operatively-
owned farms account for 10-20 per ¢znt of Vict Nam’s total coffce arca, and the remainder is cultivated by
private farmers,

Although the bulk of Viet Nam’s coffce output is exported, these exports have historically been aimed mainly
at the CMEA countrics since the Vietnamese coffce industry is hcavily weighted towards the production of
the relatively high yielding but low quality robusta strains. These robusta varieties, which account for almost
95 per cent of Vict Nam's coffec acrcage at present, are much less popular than the milder arabica varictics
in the quality conscious OECD markets. In order (o tap these markets more intensively in the future,
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however, the Vietnamese authorities are reported to be considering proposals to raise the share of arabica
plantings to some 20 per cent of total coffec acreage in the foresceable future.

Table IV.11. Area, production and yiells of major perennial tree
crops, 1980-1995

1980 1985 1988Y 1990Y 1995Y

Rubber
Production ('000 tonnes) 42 49 47 54 119
Total area ('000 hectare) 88 180 202 237 295
New plantings ('000 hectare) 2 29 12 21 17
Cumulative 5 years
('000 hectare) 40 80
Harvest area ('000 hectare) 54 66 67 85 168
Yield (tonnes/hectare) 7.5 8.8 8.8 9.0 10.0
Coffee
Production ('000 tonnres) 8 8 31 50 113
Total area ('000 hectare) 23 45 109 138 200
New plantings ('000 hectare) 1 8 15 16 12
Cumulative 5 years
('000 hectare) 40 75
Harvest area ('000 hectare) 11 13 35 55 130
Yield (tonnes/hectare) 0.8 0.6 0.9 0.9 0.9
Tea
Production ('000 tonnes) 81 118 148 170 260
Total area ('000 hectare) 47 £2 58 67 87
New plantings ('000 hectare) 4 * 4 6 5
Cumulative 5 years
('000 hectare) 10 30
Harvest area ('000 hectare) 35 42 46 50 65
Yield (tonnes/hectare) 2.4 2.8 3.2 3.4 4.0
Coconut
Production ('000 tonnes) 311 600 675 863 1,560
Total area ('000 hectare) 69 127 199 200 300
New plantings ('000 hectare) o 20 25 20
Cumulative 5 years
(€000 hectare) 60 50
Harvest area ('000 hectare) oo 80 90 115 195
Yield (tonnes/hectare) e 7.5 7.5 7.5 8.0

Source: Statz Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the Unitcd Nations, and the World Bank, Viet
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE/88/033,
nd, page 82.

3/ Estimate.
b/ Projection,
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Viet Nam is a significant producer of both black and green tea, which are well suited to the country’s
highland arcas with heavy rainfall and short dry seasons. The planted acreage has cxpanded steadily at
approximatcly 3 per cent per annum since the mid-1970s to 58,000 ha by 1988, and is projected to rise further
to 87,000 hectare by 1995. This growth in acreage has been accompanied by a substantial increase in output
from 81,000 tonnes (frcsh weight) in 1980 to 148,000 tonnes by 1988. Despite this impressive output growth,
however, the national average yield remains low at approximatcly 0.6 tonnes/ha. Since the more efficiently
managed tca estates achieve yiclds of 1.5 toanes/ha, this relatively low overall yield figure is due mainly to
the poor performance of some of the older or less well maintained estates in need of rejuvenation and/or
supplementary planting. The uncqual performance of the tea industry is reinforced by inadequate or
unbalanced applications of fertilizer, and by the cffects of a 4-5 month dry season in some parts of the

central highlands.

As in the case of coffee, much of Vict Nam’s tea production is exported, principally to the USSR and the
countries of castern Europe. The latest available data show, for example, that 16,000 tonnes of Viet Nam’s
total output cf 30,000 tonnes of dried tea were utilized in the domestic market, while the remaining 14,000
tonnes were exported. The Government of Vict Nam is hoping to achicve a substantial increase in exports
over the coming years, with all of the expected output increase of 22,600 tonnes by 1995 being earmarked

for export.

The area planted to coconut palms has grown extremely rapidly in recent years, and the average yield of 31
nuts per tree achieved by Vietnamese coconut growers is broadly comparable with that achieved by their
counterparts in the Philippines. They fall well short of the potential maximum of some 150 nuts per tree,
however, which could be achicved through the use of high yielding hybrid plant varietics and adequate
fertilization and pest control. Recognizing that an expansion of the industry based on a simple replication
of the existing low productivity plantations would not be economically justifiable, the Government of Viet
Nam is concentrating on the increased adoption of high yielding plant materials and improved plantation
management techniques to achieve its goal of an 80 per cent increase in output between 1988 and 1995.

Recent industrial trends and major constraints

While the industries established to process Viet Nam’s various tree crops vary considerably in scale, scope
and the technology they utilize, several generalizations are nevertheless possible. The most obvious of these
is the fact that most of the tree crop processing industries arc engaged only in the primary stages of
processing, with very little manufacturing value being added beyond this basic processing. Another
outstanding common feature of these industries is the relatively low level of technology employed by them,
the impact of which is frequently reinforced by the insufficient availability of suitable equipment as well as
the inadequate maintenance of the existing machinery. This, in turn, gives rise to the third commonality
between these industries, which is the relatively poor quality of their output.

The most extensively developed processing industry for domestic trec crop products, with the most far
reaching downstream linkages, is the rubber industry. This stretches from the cultivation, tapping and milling
of natural rubber into sheets to the manufacture of considerable volumes of tyrcs and tubes, especially for
bicycles, as shown in Table I11.1. Dcspite its existing scope, however, the potential of the industry remains
largely unfulfilled. As has been shown by ongoing developments in the neighbouring rubber producing
countrics of Malaysia, Indonesia and Thailand, natural rubber can form the basis of a wide range of
manufacturing industries producing a variety of goods including not merely tyres and tubes but also footwear,
belts, pipes and hoses, carpet urderiay, and dipped goods such as gloves, balloons, condoms and swimming
caps.

The coffee processing industry, meanwhile, is officially acknowledged to suffer from a number of serious
weaknesses, the most scrious of which is an imbalance in investment between planting and processing
facilitics. Consequently, processing facilities arc inadequatce to meet the current growth in coffec production,
and a recent report prepared under the joint auspices of the State Planning C mmittee of the Republic of
Viet Nam (SPC) and the Food and Agricultural Organization of the United Nat.ons (FAO) has noted that:

“In the concentrated production arca of Don Nai, there arc no processing facilitics where
coffec can be dricd, shelled and graded. Only 6 processing facilitics exist at the State-level
where capacity is limited to 10,000 tonnes per year. For the remainder of the production,
farmcrs must dry and beat the coffec by manual mcans to remove the shell. No grading
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occurs until the coffee beans reach the Union [of Coffee Processing Industries]. This crude
process downgrades the appearance of the coffee, which results in a lower price.‘ﬁ/

The report goes on to argue that with improved processing methods, the coffee bean colour and appearance
could be improved substantially, and cites estimates by the Union of Coffee Processing Industries that
appropriate levels of investment in small-scale pre-processing facilities to dry and shell the coffec could
increase export earnings from this crop by $100-200 per tonne. It also argues that further investment would
be necessary at the district level in cquipment to polish and grade the coffze beans. 18/

The processing of Viet Nam’s tea production is similarly hampered by inadequate processing facilities, with
much of the cquipment currently in use being of USSR origin and embodying old technologies. The
available processing facilities have a capacity of 700 tonnes/day of fresh tea leaves, with pre-processing being
carricd out in the producing areas in relatively small-scale establishments having a daily capacity of 15-20
kg. The SPC/FAO rcport cited zbove also points out that Viet Nam does not possess the technology for
the CTC (cutting-threshing-curling) method of tea processing which the market requires!? A further
expansion of the tea industry will therefore depend on the acquisition of the requisite processing technology,
which Viet Nam is reportedly hoping to procure from India.

While no consistent quantitative assessments of the utilization patterns of Viet Nam’s coconut production
are available, it is generally estimated that some 20 per cent of this output is consumed as fresh product
while the remainder is processed into coconut oil. According to SPC estimates cited in another recent
mission report sponsored by the Victnamese authorities as well as a number of international agencies, the
total volume of coconut production in 1988 amounted to 16,000 tonnes in 1988, of which 12,000 tonnes were
exported ¥/ Much of the coconut oil retained for domestic usc is reported, moreover, to have been
absorbed in the manufacture of soap rather than in direct human consumption. In addition, the efficiency
of the oil mills is reported to be relatively low, with approximately 10,000 coconuts being required to produce
one tonne of oil. This ratio could, with the appropriate improvement in oil extraction facilities, casily be
reduced to some 8,000 coconuts per tonne of oil.

Prospects

The Government of Viet Nam appears certain to retain the high priority it has given to an expansion of
perennial tree crop production over the past years into the foreseeable future. As shown in Table IV.11, all
the major crops in this category are officially projected to experience dramatic output increases between 1990
and 1995. While the setting of these targets does not of and by itself guarantee their achievement, of course,
all available indicators point towards . considerable increase in the production of these crops although export
prospects to east European countries remain uncertain.

Based on planting decisions already taken, and given the usual gestation period of 5-7 years for newly planted
rubber trees, the growth prospects of Viet Nam’s natural rubber industry are relatively predictable. The
available data therefore suggest tkat the projected output volv ne of 119,000 tonnes in 1995 is eminently
achievable. In order to utilize fully the benefits of this projected increase in rubber output, however, a
significant expansion of processing capacity will become necessary. Between 1990 and 1995 it may thus be
necessary to build 1-2 new processing plants every year, each with a capacity of 10,000 tonnes/year, in order
to meet the projected growth in output.

The prospects for coffee remain uncertain, As indicated above, Viet Nam’s heavy dependence on robusta
coffees severely restricts an expansion of its export potential, although the officially proposed shift towards
increased production of arabica strains should reduce this difficulty over time. This change in the varictal
composition of Viet Nam's coffee output will also have to be accompanied by an extensive programme to
install the required processing facilitics in order to overcome the existing bottle-necks described above.

In the casc of tea, similarly, the projected growth in output will have tc ve associated with the installation
of CTC processing technology to enable a realization of the full benefits of the anticipated production
increases. The processing technologies currently in use in the cocoaut oil industry also need to be
modernized in order to raise the relatively low level of extraction efficiency currently prevailing in the
industry. Such an upgrading of processing capacity and quality is vital both because of the inadequacy and
obsolescence of much of the existing technology, and because it represents a good investment for the future
growth of export rcvenucs from the shipment of higher quality agricultural commodities with a substantially
higher level of value added than is embodied in these commodities at present.
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Slaughtering and meat processing
The resource base

As an essentially rural and agricultural economy, Vict Nam has a large population of domesticated livestock
and poult:y. These are raised in traditional manner by farmers throughout the country for the principal
purpose of satisfying the demand for draft power and organic manure for crop cultivation. Though
questionable in some respects, official statistics indicate a dramatic increase in the gross value of livesiock
and aquaculture production during 1980-85 at an annual average rate of 7.8 per cent. The data presented
in Table IV.12 indicate a similarly growth of animal numbers in the 1980s.

Table IV.12. Livestock numbers, 1980-1995

1980 1985 1988Y 1990Y 1995Y

Buffaloes ('000) 2,313 2,590 2,810 3,000 3,375
Cattle ('000) 1,664 2,598 3,122 3,500 4,375
Draft animals ('000) 2,300 2,741 3,200 3,300 3,800
Pigs ('000) 10,001 11,808 11,654 14,000 16,100
Chickens (million) 48 70 72 90 120
Other poultry (million) 17 21 24 50 55

Source: State Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank, Vies
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE /88/033,
nd, page 89.

a/ Estimate.
b/ Projection.

As a result of the gradual restoration of State and co-operative farms to private ownership in recent years,
animal husbandry is now almost entirely in the hands of small-scale family farmers. According to the
findings of a recent survey of Vietnamese agriculture and food production, the typical scale of livestock
rearing by family units in the deltaic and lowland areas involved 1-2 buffaloes, 2-3 cows, 1-2 pigs and/or 4-5
laying hens. This survey also showed, however, that some substantially larger family farms had emerged in
the southern parts of the country, sad were involved in the raising of ducks, chickens, pigs, and sometimes
beef cattle on an almost industrial scale. In the pastoral arcas, meanwhile, families often owned or managed
10-25 animals.1/

The role of State farms in livestock rearing is becoming increasingly limited. The latest available data show
that rlready by 1986 thesc farms kept only 0.5 per cent of Viet Nam's buffalocs, 3.0 per cent of the country’s
cattle, 1.5 per cent of its pige and 0.8 per cent of its poultry. At the same time, they produced only 1.7 per
cent of the country’s pork, 1.6 per cent of its beef, and 0.8 per cent of its poultry meat. In general terms,
State farms are now held responsible principally for the breeding of imported livestock, exotic purebreds,
and new cconomic crosses. Over 92 per cent of Viet Nam’s population of Holstein Fresian dairy cattle and
76 per cent of its population of hybrid layers and broiler parent stock are thus held by the State farms.

Though plentiful in overall tcrms, Viet Nam’s animal resources are unevenly distributed within the country.
The main division is between the lowland areas, comprising the Red River and Mekong deltas and the
coastal strip linking them, where livestock rearing supplements crop cultivation, and the sparsely populated
upland areas, where the best grazing areas are found. The two deltas thus account for about half of Viet
Nam’s pig population and pork output, and 64 per cent of the country’s ducks. On the other hand, however,
59 per cent of Viet Nam’s cattle are located in the central highlands and coastal zones, while 43 per cent of
its buffaloes are in the northern mountain and midland arcas.
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Recent industrial trends

Meat production increased by 2.7 per cent per annum in 1976-1980, by 10.4 per cent per annum in 1981-198S,
and was p-ojected to rise by 9.7 per cent per annum in 1986-199%). As shown in Table IV.13, Viet Nam's
total output of meat amounted to 886,000 tonnes live weight, equivalent to approximately 665,000 tonnes
dressed carcass weight at a conversion ratio of 75 per cent or about 520,000 tonnes dressed boneless weight
at a conversion ratio of 59 per cent, in 1988. Despite the substantial output increases recorded in the 1980s,
however, average per caput consumption of animal products remains very low. The data for 1988 thus yicld
annual consumption estimates of about 8 kg (dressed and boncless weight) of red meat and poultry, 1.4 kg
of eggs, 14 kg of fish, and trivial amounts of milk per head. Livestock products have thus been estimated
to provide less than 2 grammes of daily per caput protein intake, although pork fat provides almost half the
lipids (fats) in the Vietnamese diet.

Table 1IV.13. Animal products, 1980-1995

1980 1985 1988Y¥ 1990Y 1995¥

Meat ('000 tonnes

live weight) 456 747 886 1,150 1,451
Beef ('000 tonnes
live weight) 65 65 78 90 111
Pork ('000 tonnes
live weight) 292 561 652 800 1,000
Poultry ('000 tonnes
live weight) 99 121 156 260 34C
Eggs (million) 464 1,472 1,800 3,000 4,200
Fresh milk ('000 tonnes) 3 4 6 9 16

Source: State Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank, Vier
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE /88/033,
nd, page 89.

a/ Estimate.
b/ Projection.

The export share of animal products is minor compared Lo that of industrial crops. Although the precise
volume of such exports is not known, it has been estimated at approximately 10,000 tonnes per annum in the
late 1980s, comprising frozen pork and duck meat sold to the USSR under a barter agreement and duck cggs
exported to Hong Kong and Singapore. The meat for export is merely packed in plastic bags withcut
separating cuts of different qualities.

Meat processing in Viet Nam is limitcd at present to slaughtering, butchering and freezing,and . -.. - .

on a wide range of scalcs of operation, which span the whole continuum from small rural housel. o=
Statc-owned cnterprises.  Only the large-scale industrial enterpriscs, which are mainly responsible for
maintaining an adcquate revolving reserve of meat in the large urban areas and producing racat for export,
are covercd by official statistics, however. These enterprises are operated primarily by the Ministry cf Home
Trade. They currently comprise ten registered slaughterhouses with integrated freczing facilities, which are
estimated to account for some 1) per cent of Viet Nam's total meat production. The total designed capacity
of thesc plants amounts to 50,000 tonnes/year, but their maximum practical capacity, taking into account
their present condition, is estimated at 40,000 tonnes/ycar. Capacity utilization is very low, however, with
the total slaughter in these establishments amounting to only about 20,000 tonnes,/year, of which pigs account
for about 18,000 tonnes or 90 per cent.
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Major constraints

A significant cxpansion of Viet Nam’s output of animal products is currently hampered by a number of
constraints. The most fundamental of these is the inadequacy of the available livestock, with the vast bulk
of the country’s population of farm animals consisting of indigenous breeds, which haw a low genetic
potential for the production of meat, milk and cggs as well as a small body size and slow growth rates.
Native cattle and buffalo take particularly long to mature, while native pigs have a small body size and
produce too high a proportion of fat. Indigenous poultry breeds are also small in size and have a low
mcat:bone ratio. In addition, native breeds are unsuitable for intensive production techniques.

The genetic unsuitability of much of Viet Nam’s animal stock as a raw matcrial for a modern commercial
mecat processing industry is exacerbated by the continucd application of traditional low-productivity livestock
management techniques. These are characterized by high feed conversion ratios (i. e. low volumes of
saleable outputs relative to the volumes of inputs utilized), low dressing rates and poor product quality. In
the case of ruminants, the slaughter is estimated at 7 per cent, largely because farmers prefer to expand the
size of their herds even when their existing animals are poorly fed. This, in turn, “esults in thinner animals
with low meat quality and relatively low dressing rates averaging 35 per cent for cattle and 40 per cent for
buffaloes, which are less than haf the rates obtained in developed countries. In the case of pigs, the present
slaughter rate is estimated at 78.4 per cent, which while higher than the rate in China still reflects a period
from farrow to finish 2-3 times the commercial European average. The poultry slaughter rate is
approximately 130 per cent, well below the international norm of 300 per cent.

In addition to these problems related to the availability of appropriate raw materials, the Vietnamese meat
production industry is also hampered by the inadequacy of the available processing facilities. With only
relatively rare exceptions, such as the slaughterhouse in Tien Giang province and the Vissan slaughterhouse
in Ho Cni Minh City, the cxisting slaughtering facilities in Vict Nam do not generally meet international
standards of technical efficiency and hygizne. Even the relatively well equipped and managed
slaughterhouses mentioned above would not meet EEC norms.

Prospects

As indicated in Tables V.12 and V.13, the Victnamese authorities are expecting to achieve significant
increases in both livestock numbers and output of animal products during the coming years. A separate set
of official projections presented in Table 1V.14 shows further that particularly high hopes have been pinned
on a rapid expansion of meat exports as a source of forcign exchange earnings. In view of the existing
constraints to output growth discussed in the previous section, however, the proposed production and export
increases will require substantial investments in both the animal husbandry industry and the meat processing
industry.

Table IV.14. Proj.cted meat cutput and exports, 1990-2005

1990 1995 2005
Production target
(live weight, '000 tonnes) 1,043 1,308 1,843
Estimated dressed carcass meat?
('000 tonnes) 782 981 1,384
Domestic consumption ('000 hectare) 744 881 1,234
Per capita consumption (kilogram) 11.2 11.2 14.3
Margin for export ('000 tonnes) 38 100 150

Source: Ministry of Agriculturc and Food Industries, as cited in United Nations Industrial Development
Organization, Viet Nam's Industrial Development - An Assessment, Report by thc Regional and
Country Studics Branch, Industrial Policy and Perspeciives Division, UNIDO, Vicnna, August 1989,
page 102,

a/ Assumcd as 75 per cent of live weight.
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Increases in the numbcr of available livestock and improvements in their quality remain particulary important
prerequisites for the successful development of the meat processing industry. Given the low genctic
suitability of the existing animal stock for this purpose, the achicvement of this goal will nccessitate an
extensive upgrading of the available animal varicties through large crossbreeding programmes, or will have
to be based on imported breeds. The gains in livestock numbers and quality obtained by these measures will
have to be maintained, moreover, by the adopticn of more modern animal husbandry techniques. This will
involve a significant shift from the traditional patterns of livestock farming being practised at present. In
particular, it will require the provision of more nutritious and balanced feed crops and dictary supplcments,
improved veterinary services, and more conscious cfforts to optimize stocking rates in order to ensure
adequate supplies to the slaughterhouses while at the same time preventing an erosion of the average quality
indicators of the remaining herds and flocks.

Any mecasures to increase the availability of more suitable livestock must be accompanied by a substantial
increase in the number of large-scale slaughterhouses and a long-term commitment to increase the levels
of industrial slaughter. The physical increase in the number of slaughterhouses will have to be accompanied,
moreover, by matching steps to raise the technical and hygienic standards of the Vietnamese meat processing
industry in order to ensure a continued growth of export markets at a time when the dramatic changes of
the past year in eastern Europe and the impending radical changes in the USSR may restrain demand in
these traditional markets for Vietnamese meat products.

Fish processing
The resource base

With its maritime location at the edge of the south-east Asian mainland, its extensive networks of inland
watcrways, and its reliance on wet rice cultivation requiring the submersion of vast arcas of cropland for
lengthy periods of each year, Viet Nam has an immense potential for salt-, brackish-, and fresh-water
fisheries and aquaculture. For analytical purposes, these fisheries resources can be distinguished according
to the geographical area in which they appear, with the separation into the following four groupings being
particularly useful:

- Inland fisheries and fish farming.

- Coastal fisherics and aquaculture.

- Marine fisheries from the coastline to a depth of 100 metres.
- Marine fisherics from a depth of 100 metres outward.

Fisherics in the inland and coastal arcas can be further subdivided according to the watcrs in which they
occur. Five categorics in particular can be distinguished - ponds; flood plains and submerged arcas; lakes,
reservoirs and rivers; mangroves and lagoons; and swamps - of which the flood plains and submerged areas
have the largest surface arca according to the latest available data prescnted in Table IV.15. Pond culture,
involving the rearing of fish in specially constructed ponds, is cstimated to yicld approximately 1.9
tonnes/ha/year, whilc paddy ficld culture in flood plains and submerged arcas is estimated to yicld 100-150
kilogram/ha/year. Aquaculturc in lakes, reservoirs and rivers can take several forms, involving both capture
fishcries from stocked or unstocked bodies of water and breeding in cages and pens. Capture yields from
stocked arcas arc cstimated at approximatcly 150 kg/ha/ycar, while capture yiclds from unstocked arcas arc
estimated at some 80 kg/ha/ycar and yiclds from cage and pen culture are cited at some 6,500 tonnes/ycar
from some 2,400 cages and pens. Brackish watcer fisherics, lastly, which consist mainly of shrimp culturc in
lagoons and mangrove swamps, arc estimated to yicld approximatcly 300 kg/ha/ycar. A particularly striking
feature of these yield cst:mates arc the differences in productivity achicved by the various forms of inland
and coastal fisherics, with the 72 per cent of total water surface arca uscd only for capture fisherics
accounting for 36 per cent of total output while the 4 per cent of surface arca used for pond culturc account
for 39 per cent of production.

Although Viet Nam's deep-water fish resources have been variously estimated at 2-3 million tonnes and 6-7
million tonres, infrastructural constraints limit the activity of Vict Nam’s maritimc fishing industry to closc
inshore arcas up to a depth of 100 metres. These are estimated to have total fish resources of some 3-4
million lonncs and a harvesting potential of 1.3-1.4 million tonnes/ycar, and arc fished by a large flect of
rclalwcly small and obsolescent boats with an cstimated average age of 15 years. The national fishing flcct
is thus csllma;cd to comprise about 50,000 motorized hoats, over 70 per cent of which have engines with an
outrut of less than 22 horscpower, and some 10,000 noa-motorized vesscls. The main fishing mcthods
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cmployed by the Vietnamese marine fishing industry include trawiing, purse seincrs, gill nets and deep nets.
About two thirds of the fish landed by the industry consist of pclagic species, with a disproportionate share
of the total catch consisting of relatively small fish.

s2able IV.15. S8urface area of waters suitable for inland
fisheries, 1983

Area (hectare)

Ponds 57,000
Flood plains and submerged areas 547,000
Major lakes, reservoirs and rivers 394,500
Mangroves and lagoons 290,700
Swamps 84,700
Total 1,373,900

Source: State Planning Committee, Socialist Republic of Vict Nam, and United Nations Development
Programme, Food and Agriculture Organization of the Unitcd Nations, and the World Bank, Viet
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE/88/033.
nd, page 96.

Recent industrial trends

The Vietnamese fish products processing industry is dominated by the Statc controlled National Union of
Viet Nam Fishery Producers and Import-Export Corporation, Seaprodex, which owns 12 of the country’s 65
fish processing plants. Beyond its direct involvement in fish processing activities, Seaprodex is also
responsible for providing technical assistance to the entire fish processing industry and for co-ordinating the
industry’s production and investment plans. In addition, Scaprodex contrals Vict Nam’s exports of fish
products and is also involved in importing activities since the bulk of Viet Nam's export trade in fish products
is conducted on a barter basis.

Viet Nam’s fish processing plants are all located along the country’s coastline in 22 different provinces, but
with a concentration of 20 plants in the Ho Chi Minh City areca. Of the 53 plants not owned by Seaprodex,
two belong to the Ho Chi Minh City municipality and the remaindcr to other provincial authorities. Most
of the fish proccssing plants are relatively modern and well equipped, with 12 having been established since
1986 alone. All of these plants have cold storage facilitics of varying capacitics, which embody Japanese or
Scandinavian technology and can accommodate a total volume of 8,000 tonnes of fish products. All of these
plants also operate rclatively hygicnically, and with an adequatc level of quality control.

In zddition to the 65 plants processing fish products for human consumption, Vict Nam also has two fish
meal plants. These arc located in the rorthern port city of Hai Phong and in the town of Rach Gia in the
extreme southwest of the country respectively. The protein content of their output is reported to be
relatively low, howcever, since their raw material consists primarily of shell and cartilage.

All of Viet Nam's 65 industrial fish processing plants produce at lcast part of their output for cxport, with
60 plants producing frozen products and the remaining five specializing in dried products. The freezing
capacity of the Victnamesc fish processing plants ranges from 1-2 tonnes/day to 30 tonncs/day, with the total
national freezing capacity for fish amounting to 350 tonnes/day. Based on the relatively high capacity
utilization ratcs prevailing in the frozen fish products industry and assuming 300 working days per annum,
the industry’s total output is cstimated at approximately 100,000 tonncs of final products per ycar.

The processing of the sca food prior to freezing is carried out cntirely by manual mcans, and is frcquently
limitcd in scope. Although all plants havc premises and facilitics for fileting fish, for instance, considcrable
quantitics arc frozen after cleaning only. The industry emplovs only contact freczers, which in most cascs
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require only 4-5 hours to complete the freezing process, although in some plants as many as 8 hours may
be needed.

A large proportion of the frozen fish processing industry is based on the processing of shrimp, much of which
is destined for cxport to Japan. To cnable it to meet the stringent quality requircments of the Japancse
market, the industry has obtained considerable material and technical support from Japanese companies.
Almost equal quantities of fresh water prawns and various kinds of sca water prawns are processed in these
plants.

The production of dried fish is usually preceded by the cleaning and pre-drying of the catch by the fishermen
concerned prior to the delivery of the fish to the processing installations. This is followed by sorting, dry
brushing, washing, roasting, rolling (using cut-rollers), ultra-violet radiation and packing at the processing
plant itsclf. The total annual output of dricd sca products amounts to appreximately 14,000 tonncs.

The production of dried cuttlefish for cxport to Japan is a particularly important activity within the fish
drying industry. This generally involves the use of modern drying chambers, since sun-dried products do not
mcet the quality standards of the Japancsc market. Apart from cuttlefish, several other varietics of scafood,
including fish and shrimp, are dried for both export and local consumption in Viet Nam.

In recent years the Victnamese fish processing industry has been assessing the viability of other processing
mcthods in addition to the currently employed techniques of freezing and drying. In this context, a canning
facility has becn established on a pilot scale with the assistancc of UNIDO. Its output is intenued to be
marketed primarily on the domestic market.

In addition to the industrial processing facilitics discusscd above, the Vietnamese fish processing industry also
compriscs an extensive - albeit statistically poorly documented - network of cottage sized enterprises owned
mainly by private busincssmen or by co-operatives.  As noted above, these are engaged in the preliminary
clcaning and sun drying of fish and shrimp for delivery to the industrial fish drying plants. An cven more
important activity carried out by these enterprises is the production of fish sacee. This involves mixing the
otherwise unusablc parts of the fish catch with salt in a ratio of 2:1, and allowing the resulting mixture to
cure in the sun and ferment for several months before draining off and filtering the liquid so produced. The
total output of fish sauce produced in this manner by small-scale privately and co-operatively-owned
enterprises is estimated to amount to approximately 100,000 tonnes/year.

Major constraints and future prospects

At present the principai constraint inhibiting the growth of iae fish processing industry is  limited potential
for a rapid expansion of the available fish catch. In the case of inland and coastal fisheri.s, some scope still
exists for the development of pond culture, cage and pen rearing, and brackish water culture, but the
realization of this potential will require considerable volumes of investment. The scope for a significant
expansion of capture fisherics in inland and coastal watcrs, on the other hand, is very limited. Fish stocks
in many of thesc waters have already been adversely affected by the increasing use of fertilizers and
pesticides in agriculturc and by the expansion of irrigation and hydropower facilitics, and appear unlikcly to
be revived in the forcsccable future.  The stocking of open watercourses is also likely to be
counterproductive, since the increased population of fingerlings is likely to attract an incrcased number of
predators. In addition, paddy ficld fish culture is incrcasingly being restrained by the growing adoption of
multiple cropping, which reduces the duration of ficld flooding to below the level required for fish cultivation.

An expansion of Vict Nam’s maritime fisherics is also restricted by the inadequacy of the country’s fishing
flect to exploit decper waters beyond the relatively narrow inshore arcas in which it currently opcrates and
where the minimum sustainable catch is alrcady believed 10 have been exceeded. Any extension of fishing
activitics beyond this arca will rcquire a substantial modernization of the country’s fishing vesscls and
equipment. This again will necessitate high levels of investment, the funding of which may be difficult in the
current climate of political and cconomic uncertainty.

These raw matcrial constraints notwithstanding, thc Victnamese authoritics arc anticipating a substantial
expansion of the fish processing industry during the coming years. As indicated in Table IV.16, a pariicularly
strong output growth is projected for frozen fish products. The realization of these growth targets is likely
to requirc a considerable degree of forcign co-operation, however, as exemplificd by the recent signing of
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several jeint venture agreements. One of these, with the Soviet firm Seaprimfico, includes elements of barter
trade, and is focused on the following four arcas:

- Exploitation of marine fisheries resources.

- Provision of sca iransport facilities for export products.

- Development of marine fish culture.

- Provision of fishery services, including fishing equipment, fuel, machinery, consumer goods and
fertilizer.

Table IV.16. Fish processing, 1980-1295

1980 1985 1987 1990Y 1995Y

Fish sauce

(million litres) 83.3 143.3 176.0 150.0 200.0
Fish meal ('000 tonnes) 6.7 5.0 7.0 10.0 15.0
Dried sea products

('000 tonnes) 3.6 15.7 16.0 18.0 23.0
Frozen sea products

('000 tonnes) 3.8 20 27.0 42.0 55.0

Source: Statc Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank, Vier
Nam - Agricultural and Food Production Sector Review, Draft Mission Report DD:DP/VIE/88/033,
nd, page 107.

a/ Estimate.
b/ Projection.

Another such agreement has been signcd with the private Australian firm Lobana, which has long standing
ties with Scaprodex, and covers the exploitation, cultivation and processing of marine products as well as the
development of other economic sectors.

These agreements and ongoing discussions with other prospective partners underline the fact that the
Victnamese authorities regard joint ventures with foreign firms as an important source of the financial and
technical resources needed to develop the country’s fishing and fish processing industries. In particular, it
is hoped that these arrangements will help to improve the quality of Viet Nam'’s export products to the
standards requircd by the international markets. The introduction of refrigerated fishing vessels capable of
exploiting the fish resources of more distant waters is regarded as a further potential benefit of such
international joint ventures.

Foresi-based processing industries
The rescurce base

Although official Victnamese statistics classify 15.6 million ha as forest land, only half of this acreage, 7.8
million ha, actually carries trecs. According to data provided by the Ministry of Forcestry, the total volume
of trees on this forested arca amounts 1o 565.6 million cu m, implying an average density of 72.5 cu m/ha.
The average annual growth ratc of natural forests, meanwhile, is cstimated at 2 cu m/ha/year, while the
growth rate of cucalyptus and pinc forcsts is cited as 3 cu m/ha/year and that of m(cnswcly cultivated agro-
forestry plaatations is quoted as 15 cu m/ha/ycar.
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Viet Nam's natural forestry resources are reportedly being lost, or badly degraded, at a rate of
150,000-200.000 ha/vear. In addition. the available data suggest that the volume of standing timber is
decreasing at a rate of 7 per cent per year due to over-cutting.  The volume of annual felling is estimated
at 1.5 million cu m, distributed among major product groups as shown in Table IV.17. Official projections
indicate that the felling will be increased substantially in the coming years, morcover, to 2.5 million cu m by
1995 and 4.2 million cu m from the year 2000 onwards.

Taple IV.17. Timber felling and utilization

Volume (cubic metre)

Sawn products 1,000,000
Pulp 200,000
Pit props 100, 000
Poles, etc. 100,000
Miscellaneous 100,000
Total 1,500,000

Source: United Nations Industrial Development Organization, Viet Nam’s Industrial Development - An
Assessment, Report by the Regional and Country Studics Branch, Industrial Policy and Perspectives
Division, UNIDO, Vicnna, August 1989, page 108.

An extensive afforestation programme pursued by the Government of Viet Nam has hitherto resulted in
160,000 ha/ycar being plantcd with eucalyptus or bamboo. By the year 2000, the scale of this programme
is projected to be increased to 200,000 ha/year, including 20,000 ha/ycar for fucl wood and 40,000 ha/ycar
for agro-forcstry bascd on fast growing cucalyptus specics, which will be ready for harvesting after ten years
followed by three crops at cight ycar intervals grown from coppices. In addition, 500 million trees are
projected to be plantcd annually at village level, which at an average density of 2,400 trees per ha implics
an arca of morc than 200,000 ha per ycar.

Recent industrial trends

Vict Nam posscsses a relatively large sawmilling industry, comprising approximately 600 mills with a total
capacity of 2,000-3,000 cu m/ycar for cach urit if operated for two shifts per day. The present output levels
suggest, however, the mills arc only operated at one shift per day or less. This appcears to be due mainly to
the fact that the sawmilling industry suffers from an unreliable supply of timber caused by insufficicnt logging
and transport capacity from the felling arca, as well as the lack of adequate and timely planning.

Beyond its input supply problems, Viet Nam's sawmilling industry itself is reported to be suffering from a
number of serious weaknesses. Studics of the industry conducted by the FAQ thus concluded that "all saw
mills scen are in a very poor condition” and that "the majority of the mills are beyond cconoinical use.2/
Most of these mills do not have mechanical log feeding facilitics and only rudimentary controls. As a result,
the dimensional uniformity of the sawn wood produced at these facilitices is sub-standard, while the wastage
generated by them is well above levels normally regarded as acceptable.

The pulp and paper industry is another important processor of Viet Nam's forestry resources. It is largely
under the control of the Ministry of Light Industry, and has a total capacity of about 200,000 tonnes/ycar.
The industry’s two most modern clements are a large paper mill with a designed capacity of 55,000
tonnes/year built at Bai Bang in the latc 1970s and curly 1980s in co-operation with the Swedish
International Development Authority (SIDA), and a new mill of French design with a capacity of 48,000
tonnes/ycar built at Ten Mi in the late 1980s. In addition, the industry includes some ten old mills operated
by the central government with a total capacity of about 40,000 tonnes/year and some provincial enterpriscs
with a combincd capacity of 30,000 tonnes/ycar.
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In common with the ozher forest-based industrics, the pulp and paper industry also suffers from considerable
raw material shortages, which affects not only the forest products themselves but also such ancillary materials
as caustic soda and other chemicals. Largely as a result of these input supply problems, the industry’s
capacity utilization ratc is estimated at only about 50 per cent. The resulting output levels imply a per caput
s+ ailability of only 3 kg of paper per year.

Vict Nam possesses three plywood plants, cach of which have a capacity of 6,000 cu m timber input per year.
One of thesc plants was built in 1958 using cquipment from Czechoslovakia, while the other two are of
United States manufacture and were presumably established in the carly 1970s. The capacity utilization rate
at these plants is currently estimated at 30 per cent, mainly because of the same shortage of timber which
affficts all other forest-based industries.

Three veneer plants with French machincry were installed in 1979. Each of these has a designed capacity
of 3 million sq m/ycar using timber with a minimum diameter of 60 cm. With only 30 cm diameter logs
being available at present, however, the capacity utilization of these plants is estimated at only 40 per cent
and the quality of their outpu* is low. The impact of the general shortage of timber on these plants is
aggravated, moreover, by a similar shortage of spare parts.

A chipboard plant was supplied by Czcchoslovakia in 1978. The installed capacity of 10,000 cu m timber
input per year was utilized at a rate of 60 per cent until 1980. Thereafter production had to be suspended
owing to a lack of timber and the plant was subscquently remodelled for the manufacture of bamboo mats.

Secondary wood industries in gencral and furniture industries in particular arc frequently equipped with old
machinery. Despite its obsolescent design, however, this equipment appears to be operating rcasonably
successfully. While the existing production lines are certainly in need of rehabilitation, therefore, this can
to a large extent be accomplished on the basis of the existing equipment.

To overcome the prevailing inefficiencics on the production Jines of these industries, it will also be necessary
to introduce modern concepts of matcrial handling and process flow. In addition, considerable effort will
need to be directed towards improved design and assembling systems to attract a wider international market.
Co-operation with overseas furniture manufacturing companies in this field of activity could yield particularly
beneficial resulis for both parties.

Major constraints and prospects

A major constraint to the future expansion of the forest products industries in the coming years is likely to
be a shortage of raw materials, with many outside observers regarding the official projections of the increasc
in tree felling during the 1990s as overly optimistic. According to the report of the UNDP/FAQ Forestry
Programming Mission (VIE/085/003), forestry in Viet Nam is in a crisis situation, with rapidly diminishing
natural resources that fall short of the level required for sustained productivity and environmental protection.
In addition, the report also points out that plantations have not been very successful so far, with their average
survival rate being estimated at 40 per cent 2/

While any expansion of the wood processing industry will thercfore depend crucially on measures to remove
or reduce the existing input supply bottle-nccks, :nuch also necds to be done to raisc the efficicncy of the
utilization of Viet Nam’s scarce forestry resources. In particular, the saw.nilling industry will have to undergo
an extensive programme of rchabilitation and modernization, involving inter alia the replacement of some
old and wasteful equipment. Apart from rcnewing its hardware, however, the wood processing industry in
Vict Nam will also necd to adopt more cfficicnt planning and management practices on a widce scale before
it will have any prospect of achicving a significant cxpansion under the prevailing circumstances.

B. TEXTILES AND CLOTHING

The manufacture of textiles and clothing - after food processing - is Viet Nam's single most important
industrial activity, and in 1987 accounted for almost 15 per cent of the total value of industrial production
in the country. Accordiag to official data, which may not be comprchensive in their coverage, it consists of
approximatcly 4,625 firris and employs about 625,000 people. Like most other industrics in Viet Nam, it is
structured to include Statc-owned, co-operatively-owned, and privately-owned cnterpriscs, with the State-
owned firms being operated cither by the central government or by local goveinments.
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In terms of location, the textile and clothing industry is divided almost equally between the north and south
of the country, with the largest concentrations being found in Hanoi and Ho Chi Minh City. Togcther with
the aity of Nam Dinh some 80 km south of Hanoi, which is the third largest centre of textile manufacture,
these major concentrations account for about 70 per cent of Viet Nam’s total manufacturing capacity for
textiles and clothing. The city of Da Nang in central Vict Nam accounts for a furiher 10 per cent of this
capacity, with the remaining 20 per cent being shared by several other cities, including Hue (also in central
Vict Nam) and Haiphong (to the cast of Hanoi).

Within the domestic market, the output of the textile and clothing industry has traditionally been distributed
via a network of wholesalcrs, with the factories only selling to these intermediaries. More recently, however,
small volumes of direct factory sales to rctailers have begun to be permitted, although the rctailers are
required to buy in considerable bulk and to pay a premium of about 5 per cent over the prices demanded
from wholesalers, who often transact their business in United States dollars. The retail industry, which until
recently was monopolized by Statc-owned shops, is also undcrgoing a considerable cxpansion and
restructuring, with large numbers of privately and co-operatively-owned firms coming into existence. A
UNIDO mission despatched to Vict Nam in 1989 to assess the state of the textile and clothing industry thus
reported that "as a rule, virtually every owner of a sewing machine becomes a retailer” 2

The textile and clothing industry also plays a major role in Viet Nam's intcrnational trade, and has long been
the country’s largest carner of foreign exchange. This has taken the form primarily of transferable rubles
since some 90-95 per cent of Viet Nam’s textile and clothing exports have traditionally been shipped to
CMEA countrics. Following the standard Vietnamese convention of valuing the transferable ruble at parity
with the United States dollar, the total value of Viet Nam’s textile and clothing exports is estimated to have
reached almost 200 million rubles/dollars in 1989 as shown in Table I1V.18.

Table IV.18. Exports and imports of textiles and clothing,
1900- 1909

1980 1981 1982 1983 1986 1985 1986 1987 1988 1989y

Exports:
Total value of textiles and

clothing (mitiion rubles/dollars) 52 &7 62 76 85 93 93 91 132 193
Value of clothing exports only

(million rubles/dollars) 44 39 52 66 74 81 74 60 99 145
Cotton and peco yarn exports

(tonnes) 5,306 2,961 4,887 5,028 6,800 6,300 4,900 6,200 7,300 8,300
Imports:

Impor ts of raw cotton

('000 tonnes) 41 50 38 50 54 64

Imports of cotton yarn
(million metres) 4 2 3 7 9

Imports of fabrics
(maintly cotton) ('000 tonnes) 56 1 29 20 27 34
('000 tons)

Source: General Department of Statistics, Hanoi, as cited in United Nations Industiial Development
Organization, The Textile and Clothing Industry in Viet Nem: A Filiere Approach, UNIDQ, Vienna,
9 May 1990, page 3.

a/ Projected.

Ready-made garments, comprising mainly shirts, ladics’ wear, suits, jackels, coats and a growing volume of
sportswear and children’s clothing, account for approximately threc quarters of the total cxport revenucs
generated by the industry, with about 30 per cent of total domestic clothing production currently being
carmarked for export. Among the market economies, Canada and the Federai Republic of Germany were
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the most important customers in 1989, followed by Singapore, Hong Kong, Taiwan Province of China, the
Philippincs, Thailand, France, Sweden, Nigeria, Saudi Arabia, Australia and the Republic of Korea. Each
of these countrics absorbed only a relatively small share of Viet Nam's textile and clothing exports, however,
and a significant expansion to the OECD countrics is unlikely in the foresceable future in view of the
stringent quota regimes imposced by these countries.

Viet Nam's textile cxports have in the past also been shipped almost exclusively to the CMEA countries, with
Japan, Canada, Hong Kong, the Republic of Korea and Taiwan Province of China being the only market
cconomics to import modest volumes. In 1989 these exports arc estimated to have covered 10,000 tonnes
of varn, 20 million mctres of matcrial, 3 million metres of knitwear, and 400 tonnes of towels shipped to
Japan as part of a barter deal for machincry. Negotiations are currently in progress for an increascd
Japanese off-take, and Malaysia has also shown an interest in importing Victnamese textiles.

The textile and clothing industry also constitutes a large share of Viet Nam’s annual import requirements,
with large supplies of raw cotton, cotton yarn and artificial fibres having to be imported, principally from the
USSR. The latest availabie statistics indicate that the total valuc of these imports amounted to approximately
82 million rubles in 1985. In addition, a substantial proportion of the industry’s requircments of chemicals,
equipment and spare parts must also be met from imports, with the total value of these imports being
estimated at 14.3 million rubles/dollars in 1989.

The conduct of forcign trade in textiles and clothing, and in the inputs required to produce them, has
historically been dominated by large State-owned trading groups. The most important of these, Textimex
and Confectimex, are affiliated to the Unions of Textile Enterpriscs and Garment Factories respectively, both
of which account for some 90 per cent of Viet Nam's exports in their respective ficlds. In line with the
liberalizing reforms introduced in recent years, however, individual firms have now been given permission
to export directly provided their exports amount to at least $2 million and ti ¢y can demonstrate a "familiarity
with the corrcsponding export market™. Increasingly, firms are beginning to band together in order to meet
the $2 million limit.

Textiles
The resource base

Domestic production and international trade data conccrning the various raw matcerials used by the
Vietnames: textiles industry arc summarized in Table 1V.19. Thesc data show that the range and volume
of domestically produccd raw materials is rclatively limited, with only modest quantities of cotton, silk, jute
and hemp being produccd within the country and a local production capacity for synthetic fibres being wholly
lacking. Conscquently, almost all of the raw material requircments of the textile industry need to be
importcd.

The inadcquacy of Viet Nam's domestic supply of cotton, which currently mects only about 7-8 per cent of
the textile industry’s nceds, is a particularly scrious constraint to the expansion of the industry. Since Viet
Nam cnjoys some of the most favourable conditions for cotton cultivation in all of south-cast Asia, a
significant incrcase in cotton production appears feasible in principle. In view of a scvere shortage of
cultivablc land, howcver, with the total per caput availability of such land for the production of both food
crops and industrial raw matcrials currently cstimated at only 1,000 sq m, improved yiclds rather than
incrcascd acrcage will have (o he the main source of the desired increase in output.

Significant improvements in the quality of the cotton sceds cultivated in Viet Nam have alrcady been
achicved, with the length of the cotton fibre having been extended from a minimum of 27 mm to 30-33 mm.
This compares with a fibre lcngth of Egyptian cotton of 35-38 mm. In addition, a considcrable measurc of
success has also been achieved in increasing the resistance of Victnamese cotton to infestation by insccts and
varialions in climatc.

The total arca of cotton currently under cultivation is cstimated at approximately 15,000 ha, most of which
consists of very small lots spread throughout the country. The largest contiguous arca is a block of 3,000
ha in the south of the country.  Three State-owned plantations account for abour 1,000 ha of the total cotton
growing arca, with the rest being divided in a ratio of 70;30 between co-operatives and small private farmers.
Largcly as a result of higher lzvels of fertilizer and pesticide usage the State-owned eaterpriscs attain yiclds
of somc 480 kg/ha, well in excess of the average yicld of 310 kg /ha achicved by co-operatives and small
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Table IV.19. Production, imports and exports of textile raw materials, 1980- 1989

1980 1981 1982 1983 1984 1985 1986 1987 1968 19892/

Production:
Cotton (seeds)

Output (*000 tonnes) 2 2 4 4 5 S 5 4 .ee

Cultivated srea

€'000 hectare) 4 7 1 13 14 1% 13 13
Hemp (ramie)

Output (tonnes) 100 100 160 100 100 100

Cultivated ares

C(hectare) 200 200 L1] 300 200 100 . vee cos
Jute

Output ('000 tonnes) 28 33 38 &9 44 &7 55 58

Cultivated ares

('000 hectare) 18 17 17 25 20 22 26 32
Mulberry leaves

Output ('000 tonnes) e 66 80 76 n” 56 57 54

Cultivated area

('000 hectare) 9 9 10 1 9 7 7 7
Raw silk

Output (tonnes) 136 m 116 1264 126 122
Imports:
Course grained cotton

Volume ('0060 tonnes) 42 39 53 44 42 49 54 65 64 55

Value (million rubles/

dollars) 32 44 65 56 56 48
Cotton yarn

Volume (tonnes) 1,790 1,160 880 890 3,440 2,480 4,520%/ 3,160 ... ...

Velue ('060 rubles/

dollars) 7,183 3,256 3,518 2,191 10,809 7,134
Viscose, polyester

volume (tonnes) 4,140 2,630 4,200 6,500 4,410

Value ('000 rubles/

dollars) 4,561 4,131 4,928 8,666 6,048
Exports:
Cotton fibre

Volume (tonnes) 3,400 1,790 1,870 2,310 2,440 2,300 4,300 6,800

Value ('000 rubles/

dollars) 5,426 3,670 4,126 5,000 5,455 5,285
Cotton/polyester fibre (mixed)

Volume (tonnec<) 1,890 1,170 3,080 2,210 3,480 4,030 800

Value ('000 rubles/

doilars) 4,109 2,630 8,276 6,112 9,865 11,75
Jute fibre

volume (‘00 tonnes) 4 1 4 é 15 10 12 1"

Value (*uU0 rubles/

dol lars) 1,060 270 1,120 1,480 5,410 4,520
Silk (silkworm)

Volume (tonnes) 7 34 71 22 3 42

Vatue (1000 rubles/

dollars) 154 302 425 287

Source: State Planning Commission and IFQ Institute, as cited in United Nations Industrial Development
Organization, The Textile and Cloihing Industry in Viet Nam: A Filicre Approach, UNIDO, Vienna,
9 May 1990, pages 8-9.

a/ Plan,
b/ Includes synthctic fibre.
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farmers. Recent studies indicate, however, that substantial yicld increases are possible, especially in the south
of the country where yields of 2,500 kg/ha have been obtained on experimental plots.

Silk represents another major raw material for textile production. It has a great tradition in Vict Nam, even
though its cultivation has hitherto been largely limited to the north of the country. The principal centres of
sitk cultivation are the provinces of Thuan Hai and Lam Dong, although coastal arcas throughout the country
up to an altitude of 1,000 mctres offer good conditions both for the cultivation of mulberry Icaves and the
rearing of silkworms. Owing to the maintcnance of relatively low procurement prices by the State
procurcment agencies, however, the area planted to mulberry trees has declined considerably in recent ycars,
from 10,800 ha in 1983 to somc 6,000 ha in 1988.

Since that time the government has begun to give incrcased priority to the development of the silk industry,
and the achievement of a rapid expansion of output. From some 125 tonnes in 1987, production of raw silk
was thus projected to rise to some 500 tonnes in 1990 and 2,000 tonnes by 1995. These forecasts may prove
to be overly ambitious, howcever, since the envisaged new planting and replanting will not yicld quick results.
After planting, the young trees only yicld 5 tonnes/ha in the first year and 8-10 tonnes/ha in the second year.
The full yield of 18-20 tonnes/ha is only achieved in the third year.

The projected growth of the silk industry will involve a particularly strong expansion in the south of the
country, where the conditions for silk growing differ markedly from those in the north in two important
respects. First, the yicld of mulberry trees is much higher in the north than in the south, with northern trees
producing 20-25 tonncs of lcaves per ha while trees in the south produce only 18 tonnes/ha. Sccond, and
mitigating the effects of the lower leaf yiclds to some extent, breeding conditions are better in the south,
where continuously stable weather conditions permit the production of "white silk" with a long thrcad of up
to 1,100 mctres. In the north, the white type can only be produccd for nine months, and the threcad length
is reduced to 800 metres. During the three hot months, only the yellow type of silk with a thread length of
350-400 metres can be produced.

The silk industry also suffers from a shortage of adequatc cquipment. Due to a lack of fine spooling
machincs, of which two would be required at a cost of $600,000 cach, Victnamese silk has only been able
to achicve the quality level 2a, which sells at a considerable discount relative to the higher qualitics 4a and
6a. Otherwise the quality of the white silk produced in Viet Nam is comparable to that produced in China,
Thailand and Japan.

Negotiations are in progress between Japancse interests and the Union of Textile Enterprises about the
possibility of cstablishing a joint venture for the production of white silk from tapioca. The project is
expected to involve a capital investment of $10-15 million, and to cover a total arca of 600,000 ha in the
central and southern provinces of Binh Dinh, Thuan Hai, and Phu Khanh. When fully operational, this
project is estimated to yicld an avcrage annual output of 7,000-8,000 tonncs.

Viet Nam produccs no synthcetic fibres, but several types of trees native to the country are belicved to be
suitable for the preduction of cellulose viscose and proposals for the establishment of the neccssary
manufacturing plants have alrcady been drawn up. In the face of funding constraints, however, it appcars
unlikely that any of these proposals will be realized in the foresccable future. Mcanwhile, the discovery of
commercialty viable reserves of crude oil and natural gas in Vict Nam have prompted discussions about the
feasibility of cstablishing a downstrcam petrochemical industry in the country, which would also include a
manufacturing capacity for chemical fibres. An alternative proposal cusrently under consideration calls for
the domestic production of polyester from importcd raw matcrials. Neither of these programmes is likcly
to be implemented until scveral years after the turn of the century, however, and in the intervening period
Viet Nam will almost incvitably remain dependent on imported supplics.

Recent industrial trends

The production of textiles is the  ond most important activity in Viet Nam after the production of food,
and accountcd for 13.1 per cent he country's gross domestic product in 1987. As shown in Table 1V.20,
the industry has achicved signi™ . ant, if crratic, growth during the past decade, with the total volume of fibre
and finished silk cloth produced in Vict Nam being doubied between 1980 and 1987. Additional data gleancd
by a receni UNIDO mission suggest that the country’s total output of yarn and textile material fell from
about 38,000 tonncs and 320 million mctres respectively in 1978/79 10 22,000 tonnes and 200 million metres
in 1980 before gradually rising again to 62,000 tonnes and 420 million metres by 1988 2/
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Table IV.20. Production of some selected products in the
textile industry, 1980-1987

Fibre (total) Silk (silkworm) Finished silk cloth

('000 tonnes) (tonnes) (million)
1980 29.3 136 179.2
1981 31.0 111 167
1982 35.8 - 233.6
1983 44.8 - 306.5
1984 52.7 116 364.5
1985 51.3 124 374
1986 52.4 126 357.3
1987 56.7 122 361.4
Annual growth
1980-1987
(percentage) 9.9 -1.5 10.5

Source: State Planning Commission; Calculations of the IFO Institute.

A statistical summary of developments in the Vietnamese textile industry between 1980 and 1987 is presented
in Table [V.21. This shows that Staie-owned enterprises operated both by the central and provincial
governments have historically played a very important role in the industry. By 1987 their total number had
risen to 118, and their combined work force to some 110,000 pcople. Excluding handicraft production,
morcover, they accounted for two thirds of the total value of Viet Nam’s output of textile materials. The
remainder of the industry consisted of approximately 2,800 co-operatives and private firms, which employed

approximately 383,500 people.

The textile industry is organized around the Viet Nam Union of Textile Enterprises, which includes 34 major
firms with a total labour force of 60,000 as well as a large number of smaller enterprises. Together, these
firms operate some 860,000 spindles and 20,000 looms, an undefined number of which are hand-looms. Six
of the Union factories are purely spinning mills, and 35 are combined spinning and weaving mills. In
addition, the Union opcrates the ioreign trade firm Textimex, a textile research centre, and two technical
centres for repairs and spare parts, which produce 700 tonnes of parts per year.

Major constraints

Apart from the raw material constraints discussed above, the principal hindrance to an efficient operation
of the textile industry is the obsolescence of much of the equipment it employs. This is underlined by the
data in Annex Table A-17, which provide a survey of the age distribution of the machinery in use in Viet
Nam’s major textile manufacturing plants. With the partial exception of the equipment used in the primarily
State-owned spinning mills and the still largely underdeveloped knitwear factorics, almost all of this
machinery is shown to be older than ten years. This has obvious implications for the cfficiency and
productivity of the industry.

The spinning mills have a potential capacity of 80,000 tonnes/year, but this is seldom achicved, with the fact
that somc 60 per cent of the 868,000 spindles uscd by the industry arc more than 20 ycars old playing a
significant part in determining the sub-optimal rates of capacity utilization. The situation is even worse in
the weaving industry, where some 80 per cent of the machinery is more than 20 ycars old, and wherc, as
indicated in Annex Table A-18, the industry wide capacity utilization rate is a mere 66 per cent. The printing
and dyeing industry farcs little better, with 90 per cent of the equipment cxcecding an age of 20 years and
the capacity utilization rate shown by the statistics in Annex Table A-19 to be only 67 per cent. The knitwear
industry, finally, is shown in Anncex Table A-20 to have a capacity utilization rate of only 50 per cent even
though about half of its equipment is Icss than ten years old. With some 50 per cent of knitwear output
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being produced by co-operatives, this very unfavourable level of capacity utilization may be explained to a
considerable extent by inadequate availabilities of the necessary raw materials.

Table 1IV.21. Official data of the textile industry, 1980-1987

Grouth
1960- 1987
Percentage
Unit 1960 1985 1986 1967 per snhum
Value of prodxtion
(fixed prices 1982)
State sector Nillion dong 3,632 6,314 6,517 6,893 9.6
Local sector (including
handicraft) Million dong 4,559 8,192 8,529 9,692 1.4
only handicraft Million dong 2,899 5,220 5,843 6,253 11.6
Total Hillion dong 8,191 14,506 15,046 16,585 10.6
Share of the total industrial
production value
Totat Per cent 12.2 13.8 13.5 13.1
Only handicraft Per cent 10.9 11.4 12.0 11.6
Mumber of State enterprises
Central State sector Number &2 29 30 rad
Local sector Number 123 84 85 89
Total Number 186 113 116 18
Number of co-operation and
smeller enterprises/handicraft Number 2,822
Employment in the textile industry
Industrisl work-force
Central State sector Number 48,600 61,000 63,600 63 600 3.9
Local sector Number 31,400 41,300 41,100 4£,800 5.9
Total State Number 80,000 103,200 104,600 110,100 4.7
Nansgement work-force Number 10,000 14,300 13,500 12,000 3.1
whereof:
Skilted work-force of handicraft Nusber 374,600 341,400 383,500

Source: Statistical Yearbook of Viet Nam 1987, Calculations of the IFO Institute.

Prospects

Despite the relatively high importance of the textile industry in the Vietnamese economy, its overall output
remains low. An admittedly verv low and perhaps not quite accurate estimate obtained by a recent UNIDO
mission thus shows that domestic sales of cloth currently amount o only 0.6 kg of material per caput per
year. Over the coming 10-15 years, however, the government hopes to achieve a dramatic expansion of the
industry, with annual per caput availabilitics being increased to 1.0 kg by the year 2005. Since Viet Nam's
current population of about 66.6 million is expected to have riscn to well above 80 million by the year 2000
and more than 92 million by 2005, and since greater efforts arc to be made to exploit the export potential
of Vietnamese textiles during the coming years, the official targets imply a substantial output increase over
this period.

Preliminary plans have already been formulated for the expansion and modernization of the textile industry,
with particular emphasis being placed on the upgrading of the spinning mills, dyeing plants and knitwear
factories. Priority is to be given to increasing the production of cotton textiles, followed by silk, polyester
and viscose. In addition, measures are also being taken to enable a better targeting of forcign markets, and
increased collection of information on prices and raw material availability. The Union of Textile Enterprises
is also planning to cstablish markcting bureaus in Japan, thc Republic of Korea, Taiwan Province of China,
Malaysia, India and Germany.
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An important role in the process of modernizing the Victnamese textile industry and adjusting its outputs
to the demand of the international markets is expected to be played by joint ventures with overseas firms.
Several such ventures, most of which have been sited in the vicinity of Ho Chi Minh City, kave already becn
arranged with counterparts from the United Kingdom, Malaysia, the Republic of Korea and Japan. Both
because of its inherent dynamism and its special circumstances such as the proximity to an intcrnational
harbour, Ho Chi Minh City is expected to attract the bulk of these foreign investments and play a leading
role in the future development of Viet Nam's textile industry.

Clothing
The resource base

The textile industry described above provides the main resource base for the clothing industry, with an
increasing number of textile firms setting up their own production lines for clothing. This development is
motivated by two separate but related considerations. The first is a desire to exploit the synergy effects of
company resources, while the second is the relatively low investment cost in the clothing industry relative to
that prevailing in the textiles industry.

Recent industrial trends

Summary data of recent trends in the Vietnamese clothing industry are presented in Annex Table A-21.
These indicate a steady annual growth of 6.4 per cent in the inflation adjusted value of the industry’s output
between 1980 and 1987, when the industry was estimated to have accounted for 2.3 per cent of GDP. A
similar trend is exhibited by the data in Table IV.22, which shows that the output volume of most categorics
of goods produced by the clothing industry experienced a significant annual growth during the carly and
mid-1980s.

Table IV.22. Production of selected products in the clothing
industry, 1980-1987

Woven garment Towels Wocl carpet Finished
garment
(million (million (*000 (million
pieces) pieces) square metre) pieces)
1980 13.8 24.8 375.8 69.2
1981 16.2 27.9 280 52.7
1982 16.8 32 269 55.3
1983 20.5 35 290 74.1
1984 21.7 46.2 302 70.7
1985 19.1 53.1 343 73.6
1986 20.1 57 476.1 102.3
1987 23.1 70.8 301.8 -3.1
Annual growth
1980-1987
(percentage) 7.6 16.2 -3.1 4.8

Source: State Planning Commission; Calculations of the IFO Institute.

Although precise data arc not available, it nevertheless is true that the bulk of the ovtput of the Vietnamese
clothing industry originates from State-owncd enterprises operated both by the central and provincial
governments. Of these, 72 were in operation in 1987 with a total work force of 38,100. These Statc-owned
firms were supplemented by 1,610 co-opcratives and small privatcly-owned firms, which employed 39,500
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persons but because of the artisanal nature of their production process accounted for only a relatively small
proportion of total output.

The clothing industry is structured around the Vict Nam Union of Garment Factorics, which brings together
most of the larger centrally and locally operated State-owned firms and a few of the other enterprises in the
industry. In addition to its membership from within the garment manufacturing industry, the Union also
includes the Confectimex trading company responsible for managing the bulk of the industry’s internationzl
trade, aul two companics operated by the central government for the maintenance of the industry’s
equipment and the production of the necessary spare parts.

The central government operates 32 of Vict Nam’s 72 State-owned firms in the clothing industry. These are
currently equipped with a total of 8,006 scwing machines, of which about 25 per cent are specialized
machines for the stitching of buttonholes ard overlocks or for fulfilling other miscellaneous functions. Only
about 20 per cent of this machinery is less than ten years old, with 10 per cent being older than 15 years.
Approximately 50 per cent of the total output consists of suits, jackets and coats, and 30 per cent of ladies’
wear. The remaining 20 per cent is accounted for by shirts (15 per cent) and trousers (5 per cent). In 1989
the total volume of output was estimated to have reached 40 million picces.

Local governments operate a further 40 firms, which can produce about 30 million picces of clothing per
year. These firms are estimated to have a total of 10,000 sewing machines, of which 20 per cent are special-
purpose machines. The age structurc of this equipment is even less favourable than that of the machinery
employed by firms operated by the central government, with only 10 per cent of all machines being less than

10 years old.

The total production capacity of the centrally and provincially operated State-owned industries is estimated
at 70 million pieces. The latest available data indicate, however, that the industry only had orders for 60
million pieces. Of these, 20 million pieces were scheduled to be exported to the USSR, 10 million picces
to other socialist countries, and 1 million picces to non-socialist countries. In addition, 20 million pieces were
to be produccd from cotton provided by socialist countries under agreements calling for this cotton to be
returncd as finished goods.

Major constraints and prespects

The heavy dependence of the clothing industry on exports to the socialist countrics represents a major
constraint to its future growth. Significant efforts are therefore beginning to be made to promote exports
to the market cconomy countries, which the Vietnamese authoritics hope will permit not only a substantial
increase in foreign exchange earnings but also a major cxpansion of the industry itself. Current official
projections therefore anticipate ar cventual increase in the annual capacity of the clothing industry to 100
million pieces, and a growth of its work force te 1 million employees.

The achievement of these aims will depend to a considerable extent on the successful implementation of
measur<s (o raisc the quality of the Victnamese clothing industry’s output to internationally acceptable levcls.
Special priority will thercfore have to be given to the procurcment of suitable raw materials and accessories
for the production of such high quality goods, and incrcased attention will have to be paid to research on
intcrnational fashion trends and markets. The establishment of joint ventures with foreign companies is seen
as a particularly valuablc step in this contcxt. Two jointly-owned enterprises of this kind have already been
establishcd between State-owned firms and foreign investors from Hong Kong and Singapore, with the
forcign party holding a 60 per cent cquity stake in both cases. Some 10-20 joint ventures have also been
establishcd between privatcly-owned Victnamese clothing manufacturers and foreign companies, some of
which are owned by Vietnamese emigres.

C. METALLURGICAL AND ENGINEERING INDUSTRIES

Dcspitc the strong cmphasis given to the development of a heavy industrial scctor by the authoritics in
northern Vict Nam since indcpendence and in the southern part of the country since unification, the role
of the metallurgical and engincering industrics remains relatively small. It is also characteiized by outdated
machinery gencrally embodying a low level of technology and frequently suffering from inadequate Jévels of
repair and maintenance. Though fairly diverse in terms of product categories, the output of thesc industries
therefore often fall well short of available capacity and is usually of low quality by intcrnational standards.
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Metallurgical industry
The resource base and recent industrial trends

Viet Nam is endowed with an extensive range of metallic minerals, including iron ore, tin, chromite, bauxite,
manganese and titanium. To a considerable extent, however, these resources remain unexploited at present,
largely because of low levels of investment in the mining industry. The resulting inadequacy of raw material
supplies has played a significant part in inhibiting the development of the metallurgical and basic engineering
industries, with its impact being reinforced by the unavailability of sufficient energy resources.

The metallurgical industry’s flagship enterprises are two large iron and steel complexes, of which one is sited
in Thai Nguyen in northern Viet Nam and the other in Bicn Hoa in the south of the country. Both of these
plants use local iron ore, of which Viet Nam has estimated reserves of €00 million tonnes, and together
produce between 60,000 and 70,000 tonnes of steel per year. This output level represents only a fraction of
their installed capacity, however, with the Thai Nguyen mill alone having a designed capacity of 130,060
tonnes/year of rolled steel but currently producing only about 35,000 tonnes/year.

The principal reason for this low level of capacity utilization is the fact that both plants use conventional blast
furnace technology requiring large volumes of coking coal. Viet Nam possesses only limited domestic
reserves of such coking coal, however, and has therefore traditionally relied on imported supplies from China
to meet the bulk of the steel industry’s nceds. The Sino-Vietnamese war of February-March 1979 and the
subsequent freeze in rclations between the two countries resulted in an interruption of these imports,
however, and severely strained Viet Nam’s steel making abilities.

Some tentative steps have been taken over the years to lessen the dependence of the iron and steel industry
on imported coking coal. In 1972 the Government of Viet Nam embarked on a multi-stage plan to substitute
coking coal with anthracite, which is abundantly available in the country. In 1976 a pilot plant with a
production capacity of 5 tonnes/day was established at the Thai Nguyen ¢ '‘mplex to test the fasibility of
adopting direct reduction processing technology. Encouraged by restlts obtained at Sponge Iron India Ltd,,
the government has also decided to build a semi-industrial plant with a production capacity of 75 tonnes/day
at Thai Nguyen. The UNDP and UNIDO have agreed to provide assistance (nnder project DP/VIE/86/031
"Experimental Production of Sponge Iron”) to the Institute of Ferrous Metallurgy to adjust for design
shortcomings at both plants and in monitoring and evaluating the new processes.

The most important secondary metallurgical industry is the foundry industry, which has a substantial direct
impact on wider industrial and overall economic development because it provides a wide varicty of basic
products for the entire engineering industry. The range of items produced by this industry thus includes
engine blocks, brake drums, frames for machine tools and other industrial equipment, construction materials
such as pipe couplings, and sparc part castings for all industries. The operations of the industry are
hampered by input supply constraints resulting from the production shortfalls experienced by the upstream
iron and steel industries, however, and conscquently suffer from a substantial degree of overcapacity.

The production of tin, currently at a rate of some 500-700 tonncs/year, is another major activity o’ Viet
Nam’s metallurgical industry. The tin processing industry is based on the country’s large reserves of tin ore,
which are comparable to those found in the other countries of the south-east Asian tin belt - Indonesia,
Malaysia 27 Thailand. Though similar in quantity, the Vietnamese reserves of tin ore are more widely
dispersed and differ significantly in quality from those found elsewhere in the region. In particular, they have
comparatively poor beneficiation characteristics and contain sufficiently large quantities of other valuable
minerals such as wolframite, ilmenite, copper and silver to warrant the use of relatively sophisticated
beneficiation and smelting technologies. The UNDP and UNIDO are expecling to provide technical
assistance to the Institute of Non-Ferrous Metallurgy under project DP/VIE/86/032 for applied research
in ore beneficiation, metallurgical processing and semi-final metal production.

The remainder of the metallurgical industry is cssentially limited to the production of chromite. This is
centred on the Co Dinh mine, which has an annual production capacity of 20,000 tonnes. Owing to market
limitations, however, actual annual output levels have hovercd in the range of .npprox:mately 3,000-3,500
tonnes in recent years.

Viet Nam possesscs extensive and hitherto largely unexploited deposits of bauxite, which the government is
now seeking to mire on an industrial scale as a prelude to the establishment of an alumina/aluminium
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industry fuclled by the substantially increased quantities of hydro-clectric power currently being brought on
strcam. Technical assistance is being provided in this connection by the UNDP and UNIDO to the State
Copper and Alumintum Corporation for the cstablishment of a testing laboratory in the vicinity of the
bauxite deposits to support geological explorations and ore evaluaiions. This project is intended to provide
Viet Nam with the required technical ability to assess the applicability of various alternative processing
technologics to the Vietnamese context, and to enhance the capabilities of the Vietnamese authoritics to
conduct feasibility studics for the establishment of industrial mining and processing facilities for bauxite.

Major constraints and prospects

The principal constraints facing the major components of the metallurgical industry are the raw material and
energy shortages discussed above, which are often reinforced by inefficiencies arising from the usc of
outdated technology and poorly maintained cquipment. The industry is therefore in considerable need of
rehabilitation and make serious efforts to acquire new technology. This is particularly true of the iron and
stecl industry, the output of which the government is hoping to increase to 150,000 tonncs/ycar by the
mid-1990s. Such an expansion of output can only be achicved through the adoption of radically different
technologics from those presently in use, although the precise technologies to be chosen still remains
uncertain.

The foundry industry faces a similar need for extensive restructuring to replace its current technology and
improve its product quality, both of which are widely acknowledged to be sub-standard. The adoption of a
special type of foundry technology known as "investment casting” appears likely to be particularly beneficial
as it is well suited to the production of a variety of parts, including inexpensive hand tools, machinery spare
parts, and other similar producis that do not require the very high tolerances available only through
machining. The use of such investment casting would make a major contribation towards meeting Vict
Nam’s considerable demand for basic hand tools and a wide range of spare parts.

Engineering industries
The resource base and recent industrial trends

The engineering/metalworking industry depends to a large extent on the indigenous metallurgical industries
described above, and on the foundry industry in particularly, for its raw material supplies. It is a very
important component of the manufacturing scctor as a whole, and currently accounts for some 14 per cent
of total manufacturing value added in Viet Nam. It also makes a significant contribution to labour
absorption, and currently employs some 300,000 pcople throughout the country, of which about 30,000 are
skilled workers.

The enginecring industry consists essentially of small- and medium-scale enterprises. A substantial majority
of cven the approximately 600 centrally and locally managed State-owned firms in the industry are relatively
modest opcrations, and as shown in Table 1V.23 had a combincd fixed asset basc of only 420 million
rubles/dollars in 1986. Only 180 of these firms (of which 107 arc cngaged in manufacturing and the
remaining 73 in repairing activitics) had fixed assets of more than 200,000 rubles/dollars, and only 20 could
be regarded as being of medium large scale with fixed asscts of 4-60 million rubles/dollars.

In addition to the Statc-owned enterprises, the engincering industry comprises about 750 co-operatives, 3,800
other collcctive groupings, and an indcterminable numbr of largely family operated private venturcs. The
best availzble estimates suggest that the co-operatively and privately-owned fixed asscts in the engincering
industry account for about 10 per cent of the total investment resources in all branches of Victnamesc
industry.

The products of the engineering industry span a wide range of catcgories. These include dicsel engincs of
6-50 hp, elcctric motors of 0.6-100 kW, cleciric transformers of 50-320 kVA, as well as water pumps with
a pumping capacity of up to 8,000 co m/hour. In addition, the industry also produces scveral varictics of
transport equipment, including bicycles, tractoss and coastal stcamers and barges of 1,000 dwt. Agricultural
equipment and machine tools of various kinds are also produced in significant quantitics.
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Table IV.23. Distribution of fixed assets among State-owned
engineering firms, 1986

Million Percentage
rubles/$¥ share
Controlled by central government 307 73
of which
Controlled by Ministry of
Engineering and Metallurgy 113 27
Controlled by Ministry of Transport 118 28
Controlled by provincial government 113 27
Total 420 100

Source: United Nations Industrial Development Organization, Viet Nam’s Industrial Development - An
Assessment, Report by the Regional and Country Studics Branch,Industrial Policy and Perspectives
Division, UNIDO, Vienna, August 1989, page 31.

a/ Transferable ruble valued at par with US dollar.

Major constraints and prospects

The principal constraint facing the engineering industry is the generally low level of technology and outdated
equipment on which it must rely. The total stock of machine tools at the industry’s disposal is estimated at
approximately 40,000, of which 6,000 arc geared to blacksmithing activitics. The overwhelming majority of
the available machine tools are of 1960s vintage and designed for small-scale jobs requiring low levels of
precision. This imposes considerable limitations on the scope and size of the engineering industry’s
operations, which are exacerbated by a shortage of heating equipment and testing and measuring devices.
It also impedes improvements in productivity and the achievement of high and consistent levels of product
quality.

Because of the age of the machinery, constant maintenance is required to ensure its optimal operation. This
is often rendered impossible, however, because of inadequate knowledge of modern preventative maintenance
and rchabilitative technologices, and by serious shortages of sparc parts and materials. Thesc shortcomings
are frequently compounded, moreover, by a general lack of intercst in equipment maintenance.

In addition to the overriding problem of sutdated and poorly maintained machinery, the engineering industry
also suffers from a number of other weaknesses, the most important of which include the following:

- Many production units arc not organized efficiently with regard to such matters as plant lay-out,
materials flow and work organization.

- Most products manufactured by the enginecring industry, including consumer goods like radios and
industrial machinery iike tools and agricultural equipment, are of old and outdated design. They
make little use modern clectronic parts and components, and gencrally cannot compete with foreign
products on the basis of cost or quality.

- While the engincering industrics in gencral have well qualified personnel with good knowledge of
mechanical opcrations, there arc scrious weaknesses in the arcas of material engineering and
mate:ial scicnces, such as the application of paints, coating, electro-plating, heat :reaiment,
hardening and finishir:g, etc. ‘
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- The development of the industry is also hampered to a comsiderable extent by the lack of a
comprchensive and uniform set of engineering standards.

An increasing consensus is beginning to emerge about the urgent need to overcome these constraints and
initiate measures to rchabilitate and expand the enginecring industry. As noted in a recent report compiled
by a Swedish consultancy firm, the development of the enginecring industry needs to be given high priority
for the following four reasons:

- The future performance of the manufacturing sector will increasingly depend on the growth,
efficiency and depth of the enginecring industry.

- The strong backward and forward linkages of the engincering industries will stimulate growth
clsewhere in the cconomy.

- The engineering industry provides entreprencurial opportunities for relatively small-scale ventures.
- The engincering industry provides a significant potential for employment creation.

Specific areas for attention include the manufacture of improved agricultural machirery and processing
cquipment, such as rice drying equipment for use in rural areas and good quality sawmilling equipment.
Particular attention also needs to be paid to an upgrading and expansion of Vict Nam’s capacity for the
production and repair of sparc parts and components for a wide range of industries including rice, sngar and
textile mills. In a country which depends heavily on bicycles for personal transport, considerable scope for
improvement also remains in such arcas as heat treatment and electro-plating.

A further area for development is the manufacture of intermediate goods used by such export oriented
industries as food processing. Of particular importance in this context is a modernization of the production
processes employed in the manufacture of tin cans. These are commonly made by the State-owned fruit and
vegetable processing factories themselves using very simple raw materials and equipment such as uncoated
tin materials and hand tools to spray varnish materials on the fabricated cans. The use of these methods,
frequently in conjunction with improper varnish solutions for the packaging of acidic foods, results in t>-2
products of the canning industries falling short of international standards and being unexportable to the mor :
sophisticated markets.

D. DOWNSTREAM OIL PROCESSING

The downstream oil processing industry is virtually non-existent in Viet Nam. As summarized in Table
V.24, however, Viet Nam’s oil industry has experienced rapid growth during the past decade. Following the
signing of numerous exploration agreements with foreign oil companies during the past three years as shown
in Table 1V.25, moreover, it is expected to expand even more rapidly in the future. One high-ranking
Victnamese official has even been cited as having referred to the oil industry as "the snearhead industry of
Viet Nam’s national economy”. 2/ Against this background, the question about whether Viet Nam showid
invest in the establishinent of 2 downstream processing industry has become a major point of debate in the
country.

The resource base

In view of the only limited degree of exploration conducted 1o date in Viet Nam, any estimate of the
country’s total oil reserves must be subject to a considerable margin of error. Consequently, the available
estimates range from 20 million barrels of proven recoverable reserves to 50-100 million barrels of probable
reserves, with the latter estimate originating from the Sovict-Vietnamese joint venture firm Vietsovpetro,
which has so far been the most active company in the Vietnamesc oil industry and was the first firm to begin
production from its Bach Ho ficld in 1986. Output from this offshore ficld has increased dramatically in
recent years from a mere 1,000 b/day in 1986-87 to almost 40,000 b/day by the end of 1989, and official
sources project that it will have risen further to 60,000 b/day by 1990-91, and 120,000 b/day by 1993. The
rush of foreign investment interest in the oil industry following the introduction of the new foreign investment
law in 1987 promiscs an even more rapid output grewth in subscquent years as other fields are discovered
and brought on stream,
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Table V.26,

Chronology of Yietramese oil industry

1970

1978

1¥80

1933
1984
1986

1987

1988

Offshore exploration begun with Law 011/70 allowing Exxon, Marathon, Mobil, Shell, Sunningdale and

Union Texas to take concessions.

berrel/dey esch.

Wew concessions signed after 1970 agreements nullified.

Discoveries mede in two fields, yielding spproximstely 2,000

Consortia based on Agip, Bow Valley,

Deminex snd ELf join with the State-ouned Vietnamese petroleum curporatiun Petro-Vietnom to drill

12 wells.

Results disappointing.

Viet Nam and USSR sign agreement on oil and gas exploration.

Joint venture between State-owned Vietnamese and Soviet petroleum compenies, Vietsovpetro, begins

1981-1985 explorstion plan.

First offshore wells sunk by Vietsovpetro.

0il discoveries announced.

Neu five-yesr plan for 19856-1990 entails 400 per cent incresse in Soviet investment. Bach No oil
field starts producing from two platforms, with output estimated at 1,000 barrel/dsy of crude oil

and 1,000 cf/dsy of gas.
Singapore for refining.

Two tenker loads of crude oil sold to Japanese refiners.
Totsl output rises to 1.05 million barrel/yesr.

Singspore.

Hydrocarbons Indis Ltd. signs 25 year production agreement.

exploration agreements.

Total output amounts to 282,000 berrel/year.

All production shipped to

Other cargoes continue to be shipped to

Severz! other foreign compenies sign

Source:

United Nations Industrial Development Organizalion, Downstream Options in the Oil Industry for
Viet Nam, Report by the Regional and Country Studies Branch, Industrial Policy and Perspectives
Division, UNIDQO, Vicnna, 10 May 1990, pages 3-4.

Table 1V.25.

Foreign exploration joint ventures or sgreements in the Vietnamese oil industry

Year

Company

Details

1987

1988

1989

Kuwaiti Office of Investment
Transcomin (Spain)

Hydrocarbons India Ltd.

Shell 0il UK, Petrofina

ONGC (India)

Total

BP Development Ltd.

Enterprise Oil UK (70 per cent)
Cie Europeen des Petroles

(30 per cent)

Clyde Petroleum
Swedish Zxploration Consortium

BHP (Australis)

Up to 82 billion of infrastructure projects, including an oil
refinery and plants for ureas and sodium monoglutsmste production.
Current status of agreement unclesi.

Drilling, seismic surveys, training; $5 million per yesr for five
years.

25 yesr contract for 15,000 square kilometre in Hue Basin.
$5 million/year in explorstion.
25 yesr exploration contract in Gulf of Tongkin.

25 yesr contract for offshore exploration, spending $60 million
in first five years, nesr Da Neng.

Exploration of 9,000 square kilometre in South Chins Ses.
Five year production agreement, extendsble for 20 years.
Envisages spending $600 million over five years.

12,000 squere kilometre blocks in Con Son Besin end Gulf
Gulf of Tongkin.

25 yesr contract to e.plore 15,000 square kilometre near Da Nang.
Commitment to spend $16 million over first five yesrs.

Source:

State Planning Commission and IFO Institute, as cited in United Nations Industrial Development
Organization, Downsiream Options in the Oil Industrv for Vies Nam, UNIDO, Vienna, 10 May 1990,
page 4.
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Recent industriz! trends

Following the inauguration of the Bach Ho oil ficld, all of the crude produced in that field was shipped to
Singapore for processing by Shell. In December 1988, however, a refinery with an installed capacity of 40,000
tonnes/year was opened at Cat Hai in the vicinity of Ho Chi Minh City. This installation is owned by United
Saigon Processing Enterprises (Saigonpetro) but was built by the French firm Serepco, which has a contract
to operate it on behalf of Saigonpetro. It is specially designed to process the low-sulphur waxy oil obtained
from Viet Nam’s offshore ficlds, which has a high paraffin content.

A further expansion of Viet Nam’s refining capacity to supplement the relatively small Cat Hai refinery is
being actively considered by the Vietnamese authorities at present. The need for such an increase in refinery
capacity is being argued on a number of grounds. These include not only the anticipated rise in Viet Nam's
crude oil production, but also the expectation that an acceleration of economic growth in the coming years
will stimulate a substantial increase in domestic demand for petroleum products, which as shown in Table
IV.26 is currently well below the levels achicved in the carly 1970s. In addition, the prospect of increased
foreign exchange earnings generated by exports of refined products rather than crude oil also represents a
major argument in favour of the establishment of a domestic refining industry to add value to Viet Nam’s
oil production.

Two major proposals to augment the Cat Hai refinery have been put forward so far. The first involves the
construction of a 150,000 tonnes/year facility at Tuy Ha in co-operation with Vietsovpetro. The second
scheme is considerably more ambitious, and envisages the installation of a 3 million tonnes/year refinery at
Phu My. This project, if it proceeds, is also expected to be implemented in association with Vietsovpetro,
although the State-owned Indian civil engineering firm Engineers India is reportedly hoping to be awarded
the construction conmtract. In addition to these refining projects, the feasibility of establishing a
comprcheasive petrochemical complex at Thanh Tuy Ha is also being considered.

Table IV.26. Domestic consumption of petroleum products,

1973-1989
Year ('000 barrel/day)
1973 120
1980 25
1985 29
1986 30
1987 30
1989 50

Source: State Planning Commission and IFO Institute, as cited in United Nations Industrial Development
Organization, Downstream Options in the Oil Indusiry for Viet Nam, UNIDO, Vienna, 10 May 1990,

page 5.

Major constraints and prospects

The most obvious constraints inhibiting the implementation of the proposed refinery expansion programme
are the severe shortages in Viet Nam of the capital and skilled manpower needed to build and operate
petroleum refineries on the envisaged scale. Even if thesc physical constraints can be overcome in the short
term by entering into collaborative ventures with foreign companies, the economic feasibility of such a
programme of large-scale capital intcnsive needs to be assessed with great care in order to make optimal
use of Viet Nam’s scarce financial resources. The results of this assessment will be determined by a variety
of cxogenous and endogenous factors, including cxpected supply and demand developments inside and
outside Viet Nam, anticipated economic and political cffects on oil price movements, and the likely
compelitiveness of a domestic refincry industry against its overseas counterparts,
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In this context, three basic options for the future development of the refining industry present themselves.
The first of these is to refrain from expanding Viet Nam’s refining capacity beyond its existing level. The
second is to expand capacity, but only to a point which provides domestic self sufficiency. The third is to
cstablish a substantial export oriented refining capacity. Beyoad these fundamental decisions, careful
consideration will also have to be given to the technical specification of the proposed refineries to ensure
the optimal mix of output products for the market(s) which the expanded refinery system is intended to
serve.
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Anmex Table A-l. Retail price index, 1981-1989%/
(Annual percentage change)

1981 1982 1983 1984 1985 1986 1987 1988 1989

General price index 69.6 95.1 49.5 64.9 91.6 487.2 301.3 308.2 76.0
of which:
Food-grains and foodstuffs 52.0 82.1% 55.1 55.0 91.6 553.2 314.6 3673 33
of which:
Food-grains 46.8 52.8 34.4 62.0 188.3 254.2 40S.1 446.4 cee
Foodstuffs 52.6 8.6 57.3 48.5 81.8 9591.6 287.3 340.5

Other consumer goods 95.1 105.4 38.8 79.9 90.8 422.7 2893 265.0 79.8Y
Agricultursl inputs  27.0  %%.3 19.7 39.9 104.6 650.8 291.7 296.0 79.8%

official price index 102.0 141.8 42.8 55.8 110.9 457.4 289.9 313.2 .es
of which:
Food-grains and foodstuffs 60.0 117.9 50.1 55.1 110.8 S«6.4 311.2 378.5 see
of which:
Food-grains 441 68.3 35.0 51.7 265.2 227.9 416.8 458.7 -
Foodstuffs 61.0 125.6 53.1 58.9 95.2 602.5 272.4 344.4 cee

Other consumer goods 136.0 145.9 30.9 57.2 110.3 395.5 274.9 220.4 .
Agricultural inputs 22.0 150.0 1.5 53.2 120.9 592.0 270.2 287.6 .en

Free market price index 47.4 65.0 57.5 76.3 54.7 582.3 337.5 29..8 iee
of which:

Food-grains and foodstuffs 47.8 64.2 59.5 54.5 60.2 568.9 322.5 341.0

of which:

Food-grains 48.6 43.8 34.1 739 47.0 458.3 353.2 382.4 cee

Foodstuffs 47.6 66.4 63.3 51.9 63.1 573.4 317.0 335.2

Other consumer goods 54.0 63.9 50.8 117.4 46.8 536.1 352.9 217.1

Agricultural inputs 31.1 66.0 63.9 26.9 .5 791.7 362.1 315.0

Sources: Official data provided by Vietnamese authorities, as cited in International Monetary Fund, Viet Nam -
Recent Economic Developments, Memo from the Sccretary tomembers of the Exccutive Board dated
May 11, 1988, page 15 (data for 1981-1987). Socialist Republic of Vict Nam, Statc Planning
Committee and United Nations Development Programme, Report on the Economy of Vietnam, January
1990, page 49 (data for 1981-1988). Socialist Republic of Viet Nam, General Statistical Office,
Statistical Data of the Socialist Republic of Vietnam 1976-1989, Statistical Publishing Housc, Hanoi,
1990, page 114 (data for 1989).

a/ Theinflation cstimates presented here arc based on movements in the official retail price indices, which
until 1988 comprised an overall general price index and two subsidiary indices for officially controlled prices
of some 200-250 commodities and market determincd prices of some 150-200 commoditics. The gencral
price index was calculated as a weighted average of the two component indices, with weights of 74 per cent
and 26 per cent being assigned to the official and frec market indices respectively. As measures of
consumer price inflation these indices have scveral weakncesses, which include the fact that they contain
some non-consumer goods such as agricultural inputs and omit consumer services. The suitability of the
weighting system used in the computation of these indices is also open to question, since the weights are
based on the relative sales valucs of the included commoditics rather than on their relative importance in
the household consumption budget. This multiple index was abandoned in carly
1989, when the distinction between official and frec market prices was dropped and a single-
price systcm was introduced.

b/ "Other consumer goods" and "agricultural inputs” categorics amalgamaltcd in 1989
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Anaex Table A-2, Mdmwﬁlﬂem-u,lm-l”ﬁl
(Miltions of transferable nbles)b

1983 198 1985 1986¢ 1987 1988 1909
Current account -616 -703 -721 -1,224 -1,276 -1,335
of which:
Trade balance -616 -703 721 -1,226 -1,295 -1,320 -954
of which:
Exports 364 388 410 476 431 622 844
Imports -980 -1,092 -1,131 -1,702 -1,726 -1,942 -1,798
Services and transfers (net) - - - 2 19 -15 eee
of which
Interest payments - - - ceo -97 cen
Other - - - .es aee 82 cen
Capital sccount 616 703 ”1 1,224 1,150 1,130 ves
of which:
Receipt of loans 7%7 819 807 1,294 1,310 1,600 ces
Scheduled repayments -131 -116 -86 -70 -160 -408
Short term (net) - - - - - -62 cen
Errors and omissions - - - -34 37 97 ves
Overall bslance (before relief) - - - -34 -89 -108 cee
Financing - - - 3% 89 108 cosr
of which:
Debt rescheduling - - - - - - .
Change in arrears - - - 34 89 108 .
Memorandum items:
Debt service as percentage of exports
Scheduled 30.7 21.5 146.7 37.1 1.2
Actual 30.7 21.5 7.6 16.5 63.8

Sources: Official data provided by Vietnamese authoritics, as cited in International Monetary Fund, Viet Nam -
Recent Economic Developments, Mcmo from the Sceretary to members of the Executive Board dated
May 11, 1988, page 32 (data for 1983), and Socialist Republic of Vict Nam, State Planning Committee
and United Nations Development Programme, Report on the Economy of Viet Nam, January 1990,
page 61 (data for 1984-1988). Socialist Republic of Vict Nam, Genceral Statistical Office, Statistical
Data of the Socialist Republic of Vietnam 1976-1989, Statistical Publishing Housc, Hanoi, 1990, pages

118 and 120 (data for 1989).

&

Totals may not add due to rounding.

b/ Vietnamese authorities conventionally record trade and payments flows with the non-convertible and
convertible areas in terms of transfcrable rubles and United States dollars respectively, with parity being
assumed between the two currencies.

¢/ In 1986 certain imports wholly financed by loans and transfers began to be included in official balance of

million transfcrable rubles.

payments statistics for the first time, rcsulting in 2, cstimated incrcase of recorded imports by about 600

'd/ Data for 1989 not strictly comparable with data for carlicr ycars because of break in serics.
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Annex Table A-3. Balance of payments with the convertible area, 1983-1989%/
(USS million)

1983 1986 1985 1986 1987 1988 19892/

Current account -114 -223 -170 -198 -84 -196 ees
of which:
Trade balance -106 -192 -123 -146 -35 -138 331
of which:
Exports 224 276 33 307 430 465 976
Inports -330 -468 -459 -453 -465 -603 645
Services snd transfers (net) -8 -31 -47 -52 -49 -58 .en
of which
Interest peyments -3 -7 -90 -94 -9% -106 .es
Private remittances - - - 5 10 7 -
official tronsfers o] 26 20 27 17 13
Non-factor 2rvices 40 20 23 10 18 28 ces
Capital account -34 -86 -91 -116 -151 -157 coo
of which:
Receipt of loans 53 25 51 10 28 60 ces
Scheduled repayments -129 -149 -197 -237 -166 -284 -
Short term (net) 42 k] 55 m -13 67 .
Errors and omissions -26 -4 -9 -1 -12 -6
Overall balance (before relief) -17% -313 -270 -315 -247 -359 ven
Financing 174 313 270 315 247 359
of which:
Rescheduling and arresrs m 215 284 17 247 359
Other -3 98 -14 -2 - -

Memorandum items:

Debt service as percentage of

merchandise exports
Scheduled 90 226
Actus! 13 41

3 260 390 vee
19 2% 3 cee

nE

Sources: Official data provided by Victnamese authorities, as cited in International Monetary Fund, Viet Nam -
Recent Economic Developments, Memo from the Secretary to members of the Executive Board dated
May 11, 1988, page 32 (data for 1983), and Socialist Republic of Viet Nam, State Planning Committee
and United Nations Development Programme, Report on the Economy of Vietnam, January 1990, page
62 (data for 1984-1988). Socialist Republic of Viet Nam, General Statistical Office, Statistical Data
of the Socialist Republic of Vietnam 1976-1989, Statistical Publishing House, Hanoi, 1990, pages 118
and 120 (data for 1989).

3/ Totals may not add due to rounding.

b/ Data for 1989 not strictly comparable with data for carlicr years because of break in series.
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Anmex Table A-4. Employment, 1984-1989%
(Thousands of persons)

1984 1985 1986 1987 1968 1969
Total employed labour force 5,114 26,025 27,399 27,968 28,922 28,745
(Per cent change) 341 3.6 5.3 2.1 3.4 -0.6
Distribution by institutional sector:
State sector 3,58 3,744 3,960 4,033 4,284 .
of which:
Central goverrment 327 337 337 332 332 ver
Local goverrment 918 936 1,009 1,031 1,218 .es
State enterprises 2,341 2,469 2,61 2,670 2,734 -
of which:
Central management 1,19 1,289 1,257 1,209 1,255 oo
Local management 1,147 1,180 1,357 2,679 2,734 ves
Co-operatives 15,845 18,616 19,787 20,332 21,015 .
Private sector 5,683 3,665 3,652 3,603 3,623 .
Distribution by industrial sector:
*Productive” sectors 23,341 24,257 25,553 26,053 26,961 26,898
of which:
Agriculture 17,99 18,808 19,797 20,24¢ 20,891 20,374
Forestryb 165 m 77 173 1 97
Industry® 2,685 2,800 2,917 3,07 3,150 3,367
Construction n7 832 882 825 856 581
Transportation 412 &44 449 429 426 541
Telecomunication 39 40 37 42 40 35
Trade and material supply 1,225 1,117 1,258 1,268 1,331 1,880
Other 26 45 3 23 1 22
*"Non-productive® sectors 1,773 1,768 1,845 1,915 1,980 1,847
of which:
Public service and housing 252 228 235 253 cee
Science 63 64 64 57 60 41
Education 656 683 706 750 830 738
Arts and culture 37 40 38 46 45 57
Public health 2713 277 300 297 305 263
Finance bb 76 95 93 .e. e
State management 288 289 273 289 %7
Other 140 113 134 130 .
Memorandum items:
Population 58,653 59,872 61,109 62,452 63,727 64,612
(Per cent change) 2.2 2.1 2.1 2.2 2.2 1.1
of which:
Urbesn 11,102 11,360 11,817 12,271 12,662 12,737
Rural 47,551 48,512 49,292 50,181 51,065 50,630

Sources: Official data provided by Victnamesc authorilics, as cited in Socialist Republic of Viet Nam, Statc
Planning Committcc and United Nations Dcvclopment Programmc, Report on the Economy of
Vietnam, January 1990, pagc 40 (data for 1984-198%). Socialist Rcpublic of Viet Nam, General
Statistical Officc, Statistical Data of the Socialist Repubiic of Vietnam 1976-1989, Statistical Publishing
House, Hanoi, 1990, page 13 (data for 1988-89).

a/ Totals may not add duc to rounding. Some totals do not add in original sourccs.

b/ Predominantly manufacturing.



100

Anmex Table A-S. Industrial employment, 1976-1983Y
(Thousand persons)

1976 1980 1985 1986 1987 1968
State-ouned firms 519.2 643.5 m.7 810.2 860.2 843.9
By sector:
Heavy industry 298.1 369.7 426.3 439.2 458.9 410.1
Light industry 2211 273.8 34%7.4 3n.0 401.4 433.8
By type of menagement:
Central government 311.4 343.2 404.3 416.7 4£34.8 £32.5
tocal goverrment 207.8 300.3 369.4 393.5 425.4 £11.4
By industry:
Electric power 19.2 18.9 23.6 5.7 26.8 8.4
Fuel 29.1 3.4 45.0 49.8 53.3 49.1
Metal lurgy 22.2 27.8 26.9 25.1 26.7 27.6
Machinery, engineering 99.4 126.4 141.6 148.7 157.5 150.7
Chemical industry 5.5 48.8 64.1 67.1 70.0 7.7
Construction meterials 59.5 92.4 97.9 105.9 108.7 108.8
Ceramics, glassware 9.2 16.4 21.4 21.7 21.8 2.1
Wood and products 63.3 67.0 82.5 81.1 2.0 51.1
Food and foodstuffs 65.6 76.3 103.6 110.6 122.5 131.4
Textiles, leather 87.6 110.3 137.2 14646.1 155.4 170.7
Other 18.6 5.1 29.9 30.4 33.5 33.1
Co-operative and private firms vee  1,804.6 ... 1,828 2,012.9 2,102.1%
Total vee  2,248.1 .e. 2,653.0 2,837.1 2,96.0

Source: Data provided by Victnamese authorities as ciled in United Nations Industrial Development
Organization, Viet Nam's Industrial Development - An Assessment, Report by the Regional and Country
Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989, page 25.
Socialist Republic of Viet Nam, General Statistical Office, Statistical Data of the Socialist Republic of
Vietnam 1976-1989, Statistical Publishing House, Hanoi, 1990, pages 89 and 91.

3/ Totals may not add duc to rounding.



101

Anmex Table A-6. Labour productivity, 1963-1987%/
(State sector only, thousand dong at constant 1982 prices)

1983 1534 1985 1986 1987Y

Gross industrial

production per employee 43.2 47.2 48.0 49.3 51.3
By sector:

Heavy industry 27.7 29.8 30.3 30.5 30.8

Light industry 60.7 66.1 67.0 69.4 72.9

By type of management:
Central government 100.2 107.1 110.4 117.0 112.1

Local government 33.0 36.4 37.2 37.9 40.0
Percentage change
per annum .es 9.2 1.7 2.7 4.1
By sector:
Heavy industry . 7.6 1.7 0.7 1.0
Light industry .. 8.9 1.4 3.6 5.0
By type of management:
Central government oo 6.9 3.1 6.0 -4.2
Local government oo 10.3 2.2 3.6 5.0

Source: Data provided by Victnamese authorities as cited in United Nations Industrial Development
Organization, Viet Nam's Industrial Development - An Assessment, Report by the Regional and Country
Studies Branch, Industrial Policy and Perspectives Division, UNIDO, Vienna, August 1989, page 27.
a/ Totals may not add due to rounding.

b/ Estimate.
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Anacx Table A-7. The State dudgrt, 196319892/
(Billion dong)/

1963 1984 1985 1985 1987 1988 1989%/
Revenue 4.1 9.4 19.0 83.6 3.3 1,634 3,227
of which:
Tax 1.5 2.0 3.1 18.3 67.7 N 1,020
Non-tax 2.6 7.4 15.9 65.3 311.6 1,243 2,307
of which:
Transfers from State
enterprises 2.6 6.8 14.7 60.6 284.8 971 1,690
Other - 0.6 1.2 4.9 26.8 272 617
Expendi ture 5.9 11.6 3.6 120.8 514.9 2,710 5,720
of which:
Recurrent expenditure 3.9 8.9 23.9 87.4 398.8 2,161 4,480
of which:
Vages and salaries 0.5 0.3 1.8 5.5 29.5 255 1,175
subsidiesS 0.7 3.4 6.1 18.2 150.9 812 -
Interest e 0.1 0.3 1.1 2.1 26 360
Other recurrent expenditure 2.7 5.1 15.7 62.6 216.3 1,068 2,945
Capital experditure 2.0 2.7 10.7 33.4 116.1 549 1,500
Overall deficit -1.8 -2.1 -15.7 -37.2 -135.7 -1,076 -2,393
Financing 1.8 2.1 15.7 37.2 135.7 1,076 2,393
of which:
Foreign loans and grants 1.7 1.5 6.4 14.3 43.5 356 1,198
State Bank of Vietnam (net) 0.1 0.4 9.3 22.9 89.1 455 1,175
Bonds - 6.2 - - 3.0 27
Expenditure arrears - - - - - 253 -
Memor andum items
As percentage of expenditure:
Overall deficit -28.8 -18.1 -45.4 -30.8 -26.4 -39.7 -41.8
Recurrent expenditure 66.1 76.7 69.1 72.4 7.5 .7 7%.9
Capital expenditure 33.9 23.3 30.9 27.6 22.5 20.3 25.1
As percentage of overall deficit:
Foreign Loans and grants 9%.1 7.4 40.8 38.4 32.1 33.1 45.2
State Bank of Vietnam (net) 5.9 19.0 59.2 61.6 65.7 41.8 S4.1
Bonds - 9.5 - - 2.2 2.5 0.8

Sources: Official data providcd by Vietnamesc authoritics, as citcd in International Monctary Fund, Viet Nam -
Recent Economic Developments, Meino from the Secrctary to members of the Executive Board dated
May 11, 1988, page 21 (data for 1983), and Socialist Republic of Vict Nam, State Planning Committee
and Uniied Nations Development Programme, Report on the Economy of Vietnam, January 1990, page
51 (data for 1984-89). Incompatibilitics between the overlapping data for 1984-1988 between the two
sources suggest that the link between the data for 1983 and 1984 presented here may be tenuous.

a/ Totals may not add due to rounding.
b/ Expresscd in ncw dong; i. e. prc-1985 data divided by 10.
¢/ Subsidics for basic consumer goods, exports, and losscs of public enterprises.

d/ Estimate.
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Asmex Table A-S. Meactary survey, 1983-1990%
(Bittion dong, end of period)

1983 1984 1985 1986 1987 1988 1989 1990

Net foreign assets -1 -1 -12 -3 -210 rif4 cen cee
Met domestic assets n 13 66 13% 680 2,662 ees .ee
of which:

Domestic credit 8 10 *% 152 531 2,633 .ee
Goverrment (net) - - 1 19 80 669 ces ces
Other credit 7 9 33 134 &51 1,964
of which:

State enterprises eee .ee 17 376 1,709 .e-

Co-operatives ..o cee .en 13 &4 m . .o

Private sector ves cen .ee 4 32 84 .es I

Other items 3 3 32 -1¢ 149 2 ees

Total liquidity (M2) & S 20 11 471 2,385 cee .es
of which:

Cash in circulation 1 2 S 55 205 1,024 . eee

Deposits 2 3 16 55 267 1,360 - .

Sources: Official data provided by Victnamese authorities, as cited in International Monetary Fund, Viet Nam -
Recent Economic Developments, Memo from the Secretary to members of the Executive Board dated
May 11, 1988, page 26 (data for 1983-85), and Socialist Republic of Viet Nam, State Planning
Committee and United Nations Development Programme, Report on the Economy of Vietnam, January
1990, page 54 (data for 1986-1988).

a/ Totals may not add due to rounding,

Anmex Table A-9. Research and Development persoaned in Viet Nam, 1982

Oof which:

Post-
graduate Scientists
degree and
Total holders engineers Technicians
Total Research and
Development
scientific and
technical personnel 697,430 5,934 248,223 443,273
- of which engaged in
Research and
Development
- Subtotal 21,907 957 12,078 8,872
- In percentage 3.14 16.12 4.86 2.00

Source:  Statistical Data 1930-1984, Hanoi, Statistics Publishing House, 1985, (in Victnamese), page 30.
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Anmex Table A-10. Gress natienal cxpenditares en Research and Development as peroentage of GDP

(estisnates)
Year
1965 0.49
1970 0.67
1975 0.54
1980 0.44
1985 0.70

Source:  Estimates by the Institute for Science Management, State Commission for Science and Technology,
Hanoi, 1988.

Amnex Table A-11. Pateats, filed and granied, ia Viet Nam, from 1 Janvary 1982 to 30 October 1987

Total Resident Non-resident
Patent applications filed 367 360 7
Patents granted 35 33 2

Source: Institute for Science Management, State Commission for Science and Technology, Hanoi, 1988,
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Annex Table A-12. Area cuitivated to rice in Viet Nam, 1987

(Thousand hectare)
Total
Cultivated area Cropping
Regions area harvested intensity
Northern Region 537.1 748.3 1.4
Red River Delta 586.8 1,053.5 1.8
014 4th Region 420.0 687.0 1.6
01d 5th Region 271.8 461.6 1.7
Western Region 143.1 167.5 1.2
North Ho Chi Minh City 266.5 351.8 1.3
Mekong Delta 1,923.0 2,520.2 1.3
National 4,148.4 5,989.8 1.4

Source: State Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank, Viert Nam
- Agricuitural and Food Production Sector Review, Dralt Mission Report DD:DP/VIE/88/033, nd, page
38.
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Amacx Table A-13. Area, predaction and yiclds of rice, 1980-1995

1980 1965 1988 1990/ 1995/

Total
Production ('000 tonnes) 11,647 15,875 17,000 18,286 20,542
Area (*000 hectare) 5,600 5,704 5,726 6,000 6,200
Yield (tonne/hectare) 2.1 2.8 3.0 3.c 3.3
Winter/Spring
Production (*000 tonnes) 3,874 6,191 6,974 7,606 8,708
Ares ('000 hectare) 1,707 1,765 1,882 2,050 2,150
Yield (tonnes/hectare) 2.3 3.5 3.7 3.7 4.1
Rainy Sesson
Production ('000 tonnes) 6,180 6,828 6,647 6,600 7,084
Area ('000 hectare) 3,212 3,084 2,850 2,750 2,800
Yield (tonnes/hectare) 1.9 2.2 2.3 2.4 2.5
Susmer /Autumn
Production (‘000 tonnes) 1,59% 2,855 3,379 4,080 4,750
Ares ('000 hectare) 681 857 996 1,200 1,250
Yield (tonnes/hectare) 2.3 3.3 3.4 3.4 3.8

Source:  State Planning Committee, Socialist Republic of Viet Nam, and United Nations Development
Programme, Food and Agriculture Organization of the United Nations, and the World Bank,
Viet Nam - Agricultural and Food Production Sector Review, Draft Mission Report
DD:DP/VIE/88/033, nd, page 66 (data for 1980, 1985, 1990 and 1995). Socialist Republic of
Viet Nam, General Statistical Office, Statistical Data of the Socialist Republic of Viet Nam 1976-
1989, Statistical Publishing House, Hanoi, 1990 pages 34-35.

a/ Projection.

Annex Table A-14. Rice recovery rates at State-owned mills, 1985
(45% broken content)

Recovery rate

(Percentage)
National average 66.4
Centrally owned (north) 70.6
Centrally owned (south) 69.0
Provincially owned (all) 66.0
Export quality rice (15% broken)¥ 52-53
Head rice (whole rice without brokens) 50-53

Source:  R.S.Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-Industrial
Sector, State Planning Committec and FAO, Rome, July 1989, page 15.

a/ For repayment of rice loans.
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Anmex Table A-15. Estimated national rice recovery rate

Paddy Rice Estimated
input output recovery
(Tonnes) (Tonnes) (Percentage)
Mechanical 10,151,130 6,579,213 64.8
Centrally owned 315,000 209,160 66.4
Provincially owned 3,122,100 2,073,074 66.4
Small scale 6,714,030 4,296,979 64.0
Manual 6,448,870 4,573,698 71.0
Total 16,600,000 11,157,911 67.2
Source:  R.S.Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-Industrial

Sector, State Planning Committee and FAQ, Rome, July 1989, page 16.

Anmex Table A-16. Estimated mational sugar recovery rates

Cane Sugar Sugar lost

input output in bagasse

(Tonnes) (Tonnes) (Tonnes)
Centrally owned 834,930 50,096 @ 6.0% 33,397 @ 4.0%
Provincially owned 1,391,550 83,500 @ 6.0% 55,662 @ 4.0%
Small scale 3,308,690 148,891 @ 4.5% 181,978 @ 5.5%
Total 5,535,170 320,835 @ 5.8% 271,037 @ 4.9%
Source: R.S.Garven, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-Industrial

Sector, State Planning Committce and FAO, Rome, July 1989, page 21.



Annex Table A-17. Age distribution of textile equipment

Name of e Spinning of coton and mixture Weaving of fabric Dylng and prindng of fabric
Faclotles ol usedfor wiedfor usedfor  toual used for usedfor wusedfor Total capas  vsed formorsthan  used formore than  used for less han
number of mors than mors than less than  number mors than more than less than  clty mill, 20 yeans 10 yans 10 yearn
spindles 20 years 10years 10 years of looms 20 years 10ysars 10 years moepa.  Blesching Printing Bleaching Printing Bleashing Printing
and dying and dying and dying
1 2 3 4 s [ 7 | 9 10 1 12 13 14 1 16
1. Nur. Dinh TextPact 120000 20000 30000 20000 2200 1810 37 20 30 3s 0 0 0 ] 1
2 Mwch 3 TeatFact, 70000 352000 13000 o 1360 1360 0 0 42 27 7 2 )
3. Vieh Phu TearFacu 60000 0 60000 ] 2000 . 2000 20 3o ] 0 22 s 0 0
4. Yiet Thang TeatFact 66000 66000 0 0 1500 1270 300 20 40 10 10 20 0 0 0
- - -5 Thang Lol 129000 . « 83000 1000 750 250 0 20 0 ] 10 10 0 0
6. Prong Prw 20000 20000 0 0 430 400 70 20 20 20 0 0 0 ] 0
7. Dong Nam 65000 30000 35000
8. Khanh Hol 10000 10000
9. N Trang Splaning Facy 100000 . 100000
10. Hun Tho 20000 20000 0 0 300 400 0 100
11, Hue Spinning Faclory 51000 0 0 s1000
12. Vorh Spinning Fact $3000 ° 0 53000
13. Hanol Spinning Fact 100000 0 0 100000
14, Nam Dinh Silk Per. s00 234 200 (3] 10 s 0 0 0 s 0
13. Ha Dong Teat.ADylng 158 43 0 1o 10 S ) ] 0 3 0
16. Dong A Teat Faco 330 330 0 19 14 2 (4 0 ) 0
17. Phuoe Long TeaLFact. 728 sos 200 20 30 20 0 10 0 0 0
13, Thanh Cong TaatPacr. 176 . 146 20 18 0 0 [} 0 7 0
Knittlng  Factorien
19. Dong Xuan 140 40 70 30
20. Thamh Cong 20 0 0 20 1200t 600 0 600t 0 0 0
21. Dong Phvong n 22 0 1"
2. Muoc Long 40 30 0 10 300 . 4} 200 600 0
Wool Spinning Fact.:
2). Hs Dong 700 tpa 700 tp.s,
- - -24-1lsi Prong 200 ¢ pa. 200 0 0 0 0 0
28. Bien Hos
25. Vinh Thinh
17, Hanoel Thread Fael. $001p.a,
12, Thy Binh Jute FToct. 7000 t p.a. 7000 t p.a. 30001 pa. 30001t p.a
Blankel Weaving Fael.
19. Binh Lot 1nd.Fadr.Fact. 60 60 0 0
30. MHane! Ind.Fade.Facl. 180 180 0 0

Source:  State Planning Commission and IFQ Institute, as cited in United Nations Industrial Develnnment Organizati i
_ \ rganization,
in Viet Nam: A filiere aporouch. UNIDO. Vienna. 9 Mav 1990. page 18 P g on, The textile and clothing industry
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Annex Table A-18. Weaving facilities

Designed Actual Actual Production/
number of number of  Designed production  capacity
Name of factorles Site machines  machines capacity of 1988 retio

(mill.qm)  (mill.qm) ()

March 8th Textile Factory Ranol 1,360 1,360 28.0 21,967 78
Vinh Phu Textile Factory Vinh Phu 2,000 2,089 48.0 18,448 46
Nam Dinh Textile Factory Nam Dinh 2,200 2,059 48.0 34,020 n
Hoa Tho Textlle Factory Da Nang 500 400 8.0 6,915 86
Nam Dinh Silk Factory Nam Dlnh 500 459 11.6 4,800 4
Industrial Fabrics Factory Hanol 100 70 3.2 1,132 35
Viet Thang Textile Factory Ko Chi Minh city 1,500 1,390 35.0 22,054 63
Thang Lol Textile Factory Ho Chi Minh City 1,000 800 18.5 11,816 64
Phong Phu Textile Factory Ro Chi Minh City 480 465 10,0 7,595 76
Dong A Textlle Factory Ro Chi Minh City 550 504 10.0 3,449 k7|
Thanh Cong Textile Factory Ho Ch! Minh City 176420 176+20 8.2 11,7713 144
Phuoc long Textlle Factory Ho Chl Minh ity 128+40 711440 24.0 16,904 70
pong Phuong Textlle Factory Ho Chi Minh City 33 4/ 338/ 48 2,657 55

Production of sector (central) 11,094+9 9,954+9 249.3 163,490 66

Production of local sector b/ 110,000

Total production of fabrics 273,490

Source: State Planning Commission and IFO Institute, as cited in United Nations Industrial Development Organization, The textile and clothing industry
in Viet Nam: A fliere approach, UNIDO, Vienna, 9 May 1990, page 19.

a/ Knitting machines.

b/ Including also statal enterprises under the direct control of town, having about 3,000 weaving machines (looms) (50 per cent of this number have been
used for more than 30 years, the remaining have been used for more than 20 years. The quantity of new machines is very small - about 20 machines).
Number of looms in co-operative and private sector: about 20,000 looms, most of them are made from wood or are leg machines.
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Annex Table A-19. Facilities of printing and dying fabrics

Actual Production/
Designed production  capacity

Name of factories Site capacity of 1988 ratio
(mill.gm)  (mill.qm) (%)
Nam Dinh Textlle Pactory Nam Dinh Province 50 52,525 105
March 8th Textile Factory Hanol 42 27,459 65
Vinh Phu Textile Factory Vinh Phu Province 50 23,061 46
Viet Thang Textlle Factory Ho Chi Minh City 40 30,568 76
Thang Lol Textile Factory Ho Chl Minh City 30 14,M 4
Phong Phu Textlle Factory Ro Chi Minh City 20 11,494 57
Dong A Textile Factory Ho Chl Minh City 16 4,312 27
Phuoc Long Textile Factory Ro Chi Minh City 30 21,131 70
Nam Dinh Silk Factory Nam Dinh City 10 9,302 9
- Dong Phuong Textile Factory Ho Chi Hinh City 5 3,322 46
Ha Dong Dying Enterprise Ha Dong Province 15 924 6
Thanh Cong Textile Factory Ho Chi Minh City 10 14,667 147
Total 318 213,536 67

Source:  State Planning Commission and IFO Institute, as cited in United Nations Industrial Development Organization, The textile and clothing industry
in Viet Nam: A filiere approach, UNIDO, Vienna, 9 May 1990, page 20.
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Annex Table A-20. Knitting factories in Viet Nam at preseat time (only strtal sector)

Production abllity (tonnes p.a.)

Round knitting Longways knitting
Production/ Production/
Designed Actual capacity  Designed Actual  capacity

Name of factories capacity productlon ratlo (%) capacity production ratlo (%) Materials, products

Dong Xuan knitting factory 3,000 2,000 67 ) Knltted underwear of variouvs

Thang Long 1,200 ‘900 75 ) kinds which is made of knitted

thang loi 1700 450 64 ) fabrlcs of 100 per cent cotton

Phu Xuan 200 200 100 ) most of the products ls for

Da Hang 200 200 100 ) exporting

thanh Cong 1,000 500 50 = Knitted fabrics and clothes made from Peco-,
Petex fibres

Phuoc Long 500 500 100 1,000 500 50 - Knltted fabrics of various kinds made from
Peco-, Petex and Patex fibres

Dong Phucng 1,000 500 50 600 300 50 - Kintted underwear made of 100 per cent
cotton flbre and various kinds of fabrics,
curtain and mosquito nets made from Petex
and Patex

Hanol October 10th 200 100 50 « Mosquito nets made from Patex and Patex

Xvan Dinhd/ 200 - Stockings of varlous kinds made from Patex
and cotton fibres

Hanoi Spinningd/ factory 250 - Knitted underwear made of 100 per cent cotton

Vinh, Nghe Tinh Spinning factory 750 - Knitted clothes and underwear made of

100 per cent cotton

Hanoi May 19th Textile factory 750
Hong Gam Textlle factory 2,000 1,000 50 1,000 500 50 - Various kinds of fabrics, knitted clothes

made from Peco, Petex and Patex flbres

(In Ho Chl Minh City)
Total actual 9,800 6,250 64 2,800 1,400 50

Total potential 11,750

Source:  State Planning Commission and IFO Institute, as cited in United Nations Industrial Development Organization, The textile and clothing industry  ~—
in Viet Nam: A filiere approach, UNIDO, Vienna, 9 May 1990, page 21. -

a/ The factories are under installation, production will be started in 1990,
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Anacx Table A-2]1. Offficial data of the clethiag industry 1980-1987

Growth
1980787
Unit 1980 1985 1986 1987 X p.a.
v .
(fixe¢ prices from 1982)
State sector Million dong 399 496 530 565 5.1
Local sector (incl.
handicraft) Million dong 1,387 1,703 1,983 2,200 6.8
Only handicraft Million dong 41,019 1,280 1,415 1,491 5.6
Total Million dong 1,786 2,199 2,513 2,765 6.4
Share of the total indus-
trial production value -
Total Per cent 2.7 2.1 2.3 2.3
Only handicraft Per cent 3.8 2.8 2.9 2.8
be e _ente ises
Central state sector Number 43 13 13 15
Local sector Number 123 54 57 57
Total Nunmber 166 67 70 72
State home trading per
capita fabric and silk Hillion 2.1 3.8 3.6 3.4 7.1
Eaployment
Industyial workforce
Central state sector Number 14,100 16,400 17,600 18,700 4.1
Local sector Number 11,700 14,000 17,900 19,400 7.5
Total state Number 25,800 30,400 35,500 38,100 5.7
Managepent workforce
Central state sector Number 1,700 2,300 2,400 2,200 3.8
Local sector Number 1,700 1,800 2,400 2,100 3.1
Total state Number 3,400 4,100 4,800 4,300 3.4
Skilled workforce of
handicraft Number 82,400 92,500 93,500
Index of development
(handicraft) 1980=100 126 139 146

Source:  State Planning Commission and IFO Institute, as cited in United Nations Industrial Dcvclopment

Organization, The textile and clothing industry in Viet Nam: A filiere approach, UNIDO, Vienna, 9 May
1990, page 24.
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ANNEX B

INVESTMENT ENVIRONMENT
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ANNEX Bi1
LAW ON FOREIGN INVESTMENT IN VIET NAM

With a view to expanding cconomic co-operation with foreign countries, achieving domestic economic
development, stepping up exports bascd on effcctive exploitation of natural resources, manpower and other
potentialities;

In accordance with Article 16, Article 21 and Article 83 of the Constitution of the socialist Republic of Viet Nam;

The present Law sets forih the provision concerning investment cffected by foreign organizations or persons in
the Socialist Republic of Viet Nam.

Chapter 1
General provisions

Anicle 1.

The State of the Socialist Republic of Vict Nam welcomes and encourages investment by foreign organizations
or persons of their capital and technology in Viet Nam on the principles of respect for the Independence and
sovercignty of Viet Nam, observance of Victnamese laws, equality and mutual benefit.

The State shall guarantee the ownership of invested capital and other rights of foreign organizations or persons
and extend to the latter favourable conditions and easy formalities for their investment in Viet Nain.

Article 2.
For the purpose of this Law, the following terms shall have the respective meanings ascribed to them hercunder:

1) “foreign partner” refers to the party consisting of onc or more economic organizations cnjoying the
status of juridical person(s), or foreign person(s).

2) “Vietnamese partner” refers to the party consisting of one or more Vietnamese cconomic organizations
enjoying the status of juridical person(s). Private Vietnamese shall be allowed to share capital with
Vietnamese cconomic organizations to form the “Victnamese partner” to a co-operative business with
the foreign partner.

3) “foreign investment” refers to direct introduction into Vict Nam by foreign organizations or persons
of a capital in a foreign currency or any assct as may be approved by the Vietnamese Government for
contractual business co-operation or for the establishment of a joint venture or an enterprise with 100
per ccnt foreign invested capital in accordance with the provisions of this Law;

4) “the two partners” refers to the Vietnamese partners and the foreign partner;

5) "business co-operation contract” refers to the contract between the forcign and Vietnamese partners
for business co-operation;

6) joint venture contract” rcfers to the contract between the foreign and Vietnamese partners for the
establishment of a joint venture;

7) T"capital contribution™ refers to the contribution made by the foreign or Victnamese partners to the
capital of a joint venture, which forms part of this capital but does not include any loans or other
credits provided to the joint venture;

8) ‘“rcinvestment” refers to the addition of any part of the investor’s share of profits to his capital
contribution to a joint venture or anew investment in Viet Nam in any of the forms mentioned in
Article 4 of this Law; ‘

9) “prescribed capital” refers to the initial capital of a joint venture mentioned in its charter;

10)  “joint vcnture” refers to an enterprise jointly set up in Viet Nam by the foreign and Victnamese
partners, based on a joint venture contract or an agreement concluded between the Government of
the Socialist Republic of Viet Nam and a foreigr government to this effect;



115

11)  “enterprisc with 100 per cent forcign invested capital® refers to an enterprise which a foreign
organization or person is authorized by the Government of the Socialist Republic of Viet Nam to
cstablish on the territory of Vict Nam, the capital of which is wholly (100 per cent) owned by the same
forcign organization or person;

12)  “enterprisc with foreign invested capital” refers to a joint venturc and an enterprise with 100 per cent
foreign invested capital.

Article 3.
Foreign organizations or persons may invest, in Viet Nam, in differeat sectors of the national economy.
The Vietnamese State cncourages investment by foreign organizations or persons in the following sectors:

1) Implementation of major economic programmes, export production and production of import-
substitution products.

2) High-technology industries using skilled labour; intensive investinent for exploitation and exhaustive
utilization of possibilities and for raising the output capacitics of the existing economic establishments.

3) Labour-intensive production using materials and natural resources available in Viet Nam.

4) Building of infrastructure.

5) Foreign currency-carning scrvices: tourism, ship-repair, airport, seaport services and other services.

A detailed list of thosc branches and scctors where foreign investment is cacouraged shall be published by the
State organ responsible for management of forcign investment.

Chapter 11
Forms of investment

Article 4.
Investment in Viet Nam by foreign organizations or persons may be made in the following forms:

1) contractual business co-operation
2) joint venturc cnterprisc or company, referred to as joint venture
3) private enterprise with 100 per cent foreign invested capital.

Article S.

A forcign partncr and a Vietnamcsc partners may enter into centractual business co-operation, such as
production sharing and other forms of business co-operation.

The 'scope 2nd linc of business, the rights, obligations and liabilitics of each of the two parties and the
rclationships between the two parties shall be mutually agrecd upon and statcd in the business co-opcration
contract.

Article 6.

The two partners may co-operate to ¢stablish a joint veature. The joint venture shall be a juridical person
subject to the Victnamesce laws.

Article 7.
1)  The capital contribution by a forcign partncr (o a joint venture may be made in the form of the
following asscts:
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1. foreign currencies;
2. plant, other buildings, cquipment, machincry, tools, components and spare parts;
3. patents, technical know-how, technological processes and technical services;

2) The capital contribution by the Victnamese parincr to a joint venture may be made in the form of the
following assets:

. Victnamese currency;
natural resources;
building materials, fittings and furnishings;
rights to the usc of land, water surfacc, sea surface;
plant, other buildings, equipment, machinery and tools, components and sparc parts;
services for the construction and commissioning of the plant, patents, technical know-how,
technological processes and technical scrvices.

[
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The two pariners may mutually agree upon other forms of capital contribution.
Article 8.

There shall be no ceiling on the maximum contributicn to the prescribed capital by a foreign partner to a joint
venture which by mutual consent shall noi, however, be less than thirty per cent (30%) of the combined capital
of the two partners.

The value of the partners’ respective capital contribution shall be assessed according to international market
prices and expressed in the deed of establishment of the joint venture in Victnamese currency or in a mutually
agreed foreign currency.

Article 9.

Assets of the joini venture shall be insured by Vict Mam Insurance Company or by qualified insurance companies
to be mutually agrced upon by both partners.

Article 10.

The profits and risks of a joint venture shall be shared by the two partners in proportion to iheir respective
capital contributions.

Article 11.

The two partners to a joint venturc shall mutually agree upon the percentages of products to be allocated for
export and for consumption in Vict Nam respectively on the principle of sclf-provision in respect of forcign
currency needs. Foreign currency carnings from exports and other sourccs shall be at Icast sufficient to meet

all the foreign currency needs of the joint venture and cnsurc its normal opcration and the benefits of the foreign
partner.

Articlc 12,

The leading body of the joint venture shall be its board of management.

Each partncrs to the joint venture shall appoint their nominees to the Board of Management in proportion to
iheir respective capital contribution to the venture, provided, however, that they shall cach have at least two of

their nominces on the Board.

The Chairman of the Board shall bc appointed by both partners by mutual agreement.
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The General Director and Deputy General Dircctors shall be nominated by the Board of Management to handle
the daily business of the joint venturc and shall be responsible to the Board of Management for the operation
of the joint venture.

The General Dircctor of the first Deputy General Direcior of the Board of Management shall be a Victnamese
citizen.

Article 13.

The most important matters rclated to the organization and opcration of the joint vencure, including the
oricntation of its activity, business planning, key personncl shall be decided by the Board of Management on the
principle of unanimity.

Article 14.

Foreign organizations or persons may establish in Viet Nam private enterprises with the invested capital wholly
(100 per cent) owned by them, in which case they shall assume full management of the enterprise, be subject
to control of the State organ for managemen: of forcign investment, be entitled to enjoy the rights and liable
to carry out all obligations stated in the investment licence.

The enterprise shall be a juridical person subject to the laws of Viet Nam.
Article 15.

The duration of the enterprise with foreign invested capital shall not exceed twenty (20) years. When nccessary,
it may be extended for a longer period.

Article 16.

Vietnamese citizens shall be given priority in the recruitment of personnel for an enterprise with foreign invested
capital.

When high technical qualifications arc required for which Vietnamese personnel are not available, the enterprise
may recruit expatriate personnel.

The rights and obligations of the Victnamese personncl working in an cnterprise with foreign investment shall
be guaranteed by their iabour contracts.

The salaries, wages and fringe bencfits of the Vietnamese personncl shall be payable in Vietnamese currency
originating from foreign currencies.

Article 17.

The enterprise with foreign invested capital shall open its account(s) in Victramese currency and in foreign
currencics with the Bank for Forcign Trade of Viet Nam or with branches of foreign banks established in Viet
Nam as may be approved by the Statc Bank of Viet Nam.

Atticle 18.
The enterprise with forcign investcd capital shall keep its books of accounts following gencrally accepted

intcrnational principles and standards approved by the Ministry of Finance of the Socialist Republic of Viet Nam
and shal{ be subject to control by the financial authorities of Viet Nam.
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Article 19.

The enterprise with foreign invested capital shall be established and authorized to operate, to transfer its capital
and to dissolve itself according to its charter and in full accordance with Vietnamese laws.

The enterprisc with foreign invested capital shall be come a juridical person from the date of registration of its
charter with the Statc organ for management of foreign investment.

Chapter 11
Investment guarantee

Article 20.

The Government of the Socialist Republic of Viet Nam shall guarantee a fair and equitable treatment in regard
to any foreign organization or person investing in Viet Nam.

Article 21.

In the course of its investment in Viet Nam, the invested capital, property and assets of a foreign organization
or person shall not be requisitioned or confiscate¢ under administrative procedure. The enterprisc with foreign
invested capital shall not be nationalized.

Article 22.
The foreign organizations or persons investing in Viet Nam shall have the right to repatriate or remit abroad:

1) their share of the profits derived from busincss operation;

2) any approved payments duc to them for provision of technology or services;

3) the principal and interest due on any loan made in the course of business opcration;
4) their invested capital;

S) other sums of money and assets in their iegal ownership.

Article 23.

The expatriate personnel working in Viet Nam for an cnterprise with foreign invested capital or to carry out a
business co-operation contract shall, after payment of income taxes prescribed by Vietnamese laws, be authorized
to repatriate or remit abroad their incomes, in accordance with the provisions of the Foreign Exchange Control
Regulation of Viet Nam,

Article 24,

The convcrsion of Vietnamese currency into a foreign currency shall be cffected at the official exchange rate to
be made public by the State Bank of Viet Nam.

Article 25,

Any dispute between the two partners arising out of a business co-operation contract or a joint venture contract
as well as by disputc arising bciween a joint venture or a privatc enterprise with 100 per cent forcign invested
capital and thc Vietnamese cconomic institutions or between those enterprises shall be first resolved through
mutual consultation and amicable settlement.

If, however, the two parties 1o a dispute fail to reach an agrcement, the dispute shall be referred to the
Victnamese economic arbitration body or any other arbiiration or law-cnforcement institution as may be mutually
agreed upon.
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Chapter IV
Rights and obligations of the foreign organizations
and persons investing in Viet Nam

Article 26.

The enterprise with foreign invested capital and the foreign partner operating under a business co-operation
contract shall be liable to pay a corporate income tax amounting from 15 per cent to 25 per cent of the earned
profits.

For oil and gas and some other valuabls and rate resources, the income taxes shall be levied at higher rates in
accordance with international practice.

Article 27.

Depending on the branch or sector of its investment, the scale of its capital investment, the volume of its exports,
its nature and duration, a joint venturc may be exempted by the State organ for management of forcign
investment from payment of income tax for a maximum period of two years counting from the first profit-making
year and allowed a 50 per cent reduction of income tax for a maximum period of two (2) succecding years.

In the course of its operation, losses incurred by a joint venture in any tax year may be carried over to the next
tax year and made up with the profits of the succeeding years but not exceeding five (5) years.

Article 28.

In exceptional cases where encouragement of investment is needed, reduction of income tax may be granted by
the State organ for management of foreign investment up to 10 per cent of the earned profits and the period
of income tax exemption or reduction may be extended for a longer period than that provided for in Article 27
of the present Law.

Article 29.

The enterprisc with foreign invested capital and the foreign partner of a business co-operation contract shall be
liable to pay rents for the use of land, water surface or sea surface in Viet Nam. In case of exploitation of
natural resources, they shall have to pay a royalty.

Article 30.

After payment of its income tax, a joint venture shall use 5 per cent of its profits to set up a reserve fund. Such
reserve fund shall be limited to 25 per cent of the prescribed capital of the venture. The percentage of profits
which shall be used to set up other funds shall be determined by mutual agreement between the two partners
and stated in the charter of the venture.

Article 31.

The enterprise with foreign invested capital shall deposit with the Victnamese national budget the required sums
to cover social insurance for the personnel of the enterprise in accordance with the provisions of Vietnamese
laws.

Article 32,

When any foreign organization or foreign person reinvest part of their share of the profits, they may reccive a
refund by the tax authorities of the income tax already paid on the reinvested profits.
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Article 33.

Upon repatriation or remittance of their profits abroad., the foreign organization or persons concerned shall be
liable to pay a tax amounting from 5 per cent to 10 per cent of the actual amount of such repatriated or remitted
profits.

A tax cxemption or reduction may be granted by the Statc organ for management of foreign investment in
exceptional cases where encouragement of investment is nceded.

Article 34.

The enterprise with forcign invested capital shall be liable to take mecessary steps for protection of the
cnvironment in the course of its operations.

Article 35.

Export and import duties on export/import products of the enterprise with foreign invested capital as well as
those of contractual business co-operation shall be levied according to the Law on Export, “mport Duties.

The State organ for management of foreign investment may decide a tax exemption or reduction in each
individual case where investment is exceptionally encouraged.

Chapter V
State organ for management of foreign investment

Article 36.

The State organ for management of foreign investment of the government of the Socialist Republic of Viet Nam
is vested with competence to solve matters related to the investment operation of foreign organizations and
persons in Viet Nam.

The State organ for management of foreign investment shall have the following rights and responsibilities:

1) to assist and guide the potential foreign and Vietnamese partners in the negotiation and conclusion
of business co-operation and joint venture contracts; to assist and guide foreign organizations or
persons in the establishment in Vict Nam of private enterprises with 100 per cent foreign invested
capital and to act as a focal point for settlement of all matters at the reguest of foreign investing
organizations or persons.

2) to consider and approve business co-operation and joint venture contracts; acthorize the establishment
by foreign organizations or persons of private enterprises with 100 per cent foreign invested capital
and approve the Charters of enterprises with foreign invested capital.

3) todecide and grant preferences to an enterprise with foreign invested capital and the foreign partner
to a business co-operation contract.

4) to monitor and control the execution of business co-operation and joint venture contracts and the
operation of the enterprises with 100 per cent foreign invested capital.

5) to analyse the economic activities of the entcrprises with foreign invested capital.

Article 37.

An application for approval of a business co-operation or a joint venture contract, for the establishment of a
private enterprise with 100 per cent forcign invested capital and for investr.ent incentives shall be submitted by
both partners or cither partner or the foreign investing organizations or persons to the State organ for
managcment of forcign investment. The application shall accompanied by the business co-operation contract
or the joint venture contract, the charter of the joint venturc or private cnterprise with 100 per cent foreign
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invested capital, the feasibility study of the project concerned and any related document as may be required by
the State organ for management of foreign investment.

Article 38.

The application shall be considered by the State organ for management of foreign investment and its decision
communicated to the partners concerned within three months from the date of receipt of the application. The
approval shall be communicated in the form of an investment license.

Chapter VI
Final provisions

Article 39.

Pursuant to the provisions of the present Law, the Government of the Socialist Republic of Viet Nam, shall enact
regulations to facilitate the overseas Vietnamesc residents to make investment in Viet Nam as their contribution
to national reconstruction.

Article 40.

Pursuant to the pri=ciples prescribed in the present Law, the Government of the Socialist Republic ot Viet Nam
may conclude with foreign governments agreements on co-operation and investment in accordance with the
cconomic relations between Viet Nam and each foreign country.

Article 41,

The Regulations on Foreign Investment in the Socialist Republic of Viet Nam issued in conjunction with
Government Decree No. 115/CP dated 18th April 1977 and other provisions contrary to the present Law are
hereby repealed.

Article 42.

The Council of Ministers of the Socialist Republic of Viet nam shall issue detailed provisions for the
implementation of the present Law.

The present Law was approved by the 7th Legslature of the National Assembly of the Socialist Republic of Viet
Nam at its 2nd Session, on 29 the December 1987.
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ANNEX B2
COMPARISON OF VIET NAM'S TAX HOLIDAYS WITH SELECTED
ASIAN AND PACTFIC COUNTRIES

Basis for Tax holidays

remittances (years)
Afghanistan EC 8
Bangladesh EC 4-8
People's Republic of China Balanced 2
Territory of Hong Kong NL NA
India Balanced 3
Indonesia NL 5
Iran NL NA
Malaysia NL 2-8
Republic of Korea EC 5
Nepal EC 5
Pakistan EC 5
Philippines NL 5
Singapore NL 3
Sri Lanka EC 5
Thailand EC 3-8
Viet Nam Balanced 2-4

Source: Christopher F. Bruton and Mathilde L. Genovese, "Victnam: An Investor’s Appraisal®, Business
Intemational (Asia-Pacific), Hong Kong, June 1990, page 103.

NA = Not available.
NL = No limitation.
EC = Exchange controls.
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ANNEX B3

COMPARISON OF VIET NAM'S INVESTMENT AND TECHNOLOGY TRANSFER
STANDARDS WITH OTHER ASIAN AND PACIFIC COUNTRIES

Patents Trademarks Royalties Tie-ins

Afghanistan Law Law NL/EC NL/EC
Banc¢ladesh Law Law NL/EC NL/EC
People's Republic of

China Law Law NL/EC NL/EC
Territory of Hong Kong Law Law NL NL
Indonesia No Law Law/L NL NL
India Law/L Taw/L L/EC NA
Iran NA NA NA NA
Republic of Korea Law Law L NL
Malaysia Law Law NL NL
Nepal Law Law NL/EC NL/EC
Pakistan Law Law NL/EC NL/EC
Philippines Law Law NL NL
Singapore Law Law NL NL
Sri Lanka Law Law NL/EC NL/EC
Thailand Law/L Law/L NL/EC NL/EC
Viet Nam Law Law NL/EC NL/EC
Source: Christopher F. Bruton and Mathilde L. Genovese, "Vietnam: An Investor’s Appraisal”, Business

International (Asia-Pacific), Hong Kong, June 1990, page 104.

L = Limited.

NA = Not available.

NL = No limitation.

EC = Exchange controls.
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ANNEX B4

THE APPROVED AND/OR OPERATIONAL TECHNICAL CO-OPERATION

PROJECTS OF UNIDO
Backstopping

Profect Number Responsibility All.Acc.Code Project Title

DP/VIE/80/027 I0/XIS/IMR J12209 Production of wooden textile
industry accessories

DP/VIE/80/028%* 10/T/MET J13210 Manufacture of magnetic materials
and components for use in electrouic
engineering

DP/VIE/80/0302¢ 10/T/CHEM J13428 Pilot plant for scientific glass
products

DP/VIE/80/032*% 10/T/CHEM J13422 Pilot production of medicines using
indigenous rawv materials

DP/VIE/80/039%% 10/T/ENGC J13313 Electronic and optical maintenance
and repair centre

DP/VIE/80/040* I0/T/AGRO J13103 Production of baker's yeast in Hamnoi

DP/VIE/84/006% 10/T/CHEM J13422 Production of standards and reageuts
for quality control of medicines

DP/VIE/84/010** 10/T/CHEM J13422 Development of industrial productjon
of essential oils, aromas and
flavours

DP/VIE/85/001%% 10/1/CHEM J13420 Development of dyes and pigments

DP/VIE/85/006%* 10/I/MET J13207 Technical assistance for the

establishment and operation of a
laboratory for bauxite processing

technology
DP/VIE/85/007%* 10/1I/MET J13209 Castings and heat treated products
DP/VIE/85/009 IO/T/ENC J13313 Assistance to the Maintenance and

Repair Centre for testing and
measuring equipment (CMR)

DP/VIE/85/010%% I0/I/ENG J13313 Technology transfer for the desigu,
test and pilot manufacture of high
voltage pover capacitors for
electricity distribution system

DP/VIE/85/012%% 10/T/CHEM J13420 Plastics Technology Centre

DP/VIE/85/013%% 10/T/AGRO J13104 Assistance to applied research in
the leather industry

DP/VIE/86/013%* 10/T/AGRO J13103 Assistance to the Pood Industries
Resesrch Institute (FIRI)

DP/VIE/86/014%* 10/T/ACRO J13102 Research and development on varfous
methods of spinning short staple
cotton

DP/VIE/86/015% 10/1/ACRO J13102 Testing of textile raw materials,

yarns and fabrics and product
development
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Backstopping
Project Number Responsibility All.Acc.Code Proiect Title

DP/VIE/86/016* 10/T/CHEM J13422 Pharmaceuticals from aniwal
by-products

DU/VIE/86/029 I10/11S/IMR J12209 Reduction of forest timber wastage,
and jmproved utilization of forest
residues (Executing Agency: FAQ)

DP/VIE/86/031** 10/T/MET J13208 Experimental production of sponge
iron

DP/VIE/86/032%% 10/T/MET J13207 Technical assistance for the
‘establishment and operation of a
laboratory for tin ore processing
technology

DP/VIE/86/033* I10/T/CHEM J13422 Processing of aroma chemicals and
fragrance materisals

DP/VIE/86/034*% 10/T/CHEM J13420 Improvement of the efficiency of
lubricating oil usage and
development of lubricating oil
additives

DP/VIE/86/035%** 10/T/CHEM J13420 Development of paint and glues from
laccol modified epoxy resins

DP/VIE/86/037*% I10/11S/INFR Ji2102 Assistance to strengthen technical
facilities for the national network
for standardization, metrology and
quality testing and calibration
services (phase III) (continuvation
of DP/VIE/81/006)

DP/VIE/86/040%x IC/T/CHEM J13420 Development of rubber seed oil and
damar resin based paints

DP/VIE/86/042 I0/T/ERG J13316 Hand-tools blanks and dies
production - preparatory assistance
(Jointly backstopped with 10/T/MET)

DP/VIE/86/046%% 10/TI/ENG J13320 Packaging Technology and Development
Centre

DP/VIE/87/001** I0/T/EN; J13316 Strengthening the Mechanical and
Electrical Refrigeration Centre

DP/VIE/87/002%  10/1/AGRO J13103 Canning and quality control of
marine products

DP/VIE/87/003 I0/11IS/INFR Jiz2103 Assistance to haadicraft and small
industry in Hai Phong - preparatory
assistance

DP/VIE/87/009% 10/I/AGRO Ji3103 Strengthening quality control and
testing facilities of non-alcoholic
1liquid foods including fish sauce
and soy-bean sauce

DP/VIE/87/011%  10/T/CHEM J13420 Quality improvement of rubber
products (see also US/VIE/89/167)

DP/VIE/87/013* I0/T/ENG J13316 Assistance to the Institute for
‘ Tropical Technology in Vietnam
(ITIV) in the field of marine
corrosion

DP/VIE/87/015%* 10/T/CHEM J13420 Experimentsl production and quality
improvement of pure chemicals and
reagents at the Duc Giang Chemical
Factory
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Backstopping

Project Number Responsjbilicty All.Acc.Code Project Title

DP/VIE/87/016** 10/T/CHEM

DP/VIE/87/022 I0/T/MET

CP/VIE/87/024 10/1/EMG

DP/VIE/88/011 I0/T/ENG

DP/VIE/88/036** I0/I/ENG

DP/VIE/89/007 PPD
IPP/REG

DP/VIE/89/012* IPCT

II/IPAP

DP/VIE/89/027** 10/T/CHEM

US/VIE/89/167 IPCT
II/IPAP

US/VIE/89/238 10/T/AGRO

SI/VIE/89/801 IPCT
II/IPAP

SI/VIE/89/802 10/T/CHEM

XP/VIE/90/108 10/T/CHEM

XP/VIE/90/157 10/1T/ENG

SI/VIE/90/801 10/T/CHEM

J13420

J13209

J13x2

J13313

J13320

E03200

601400

J13428

601400

J13103

G01400

J13424

J13400

J13313

J13428

Strengthening the Design Institute
of Chemical Industry, Hanoi

Establishment of a textile spare
parts foundry with regional services
and trajining foundry laboratory -
preparatory assistance

Strengthening test capacity of
bogies - preparatory assistance

Design and development of low-cost
electronic instrument prototypes -
preparatory assistance

Demonstration tin plate coating
plant and laboratory facilities

National sesminar and internatiomal
forum on Viet Nam's industrial
development - preparatory assistance

Integrated programme for the
identification, formulation and
promotion of investment projects for
Viet Nam (Forum of Investors)

Improved exploitation of marble and
granite

Project d'investissement entre le
gouvernement vietnamien et un
société belge dans le domaine du
caoutchouc (related to
DP/VIE/87/011)

Assistance préparatoire pour
1'amélioration des moyens de
transformation, de stockage et
d'approvisionnement de crevettes
dans le Del:a 4u Mekong (under
completion)

Assistance to formulate a joint
venture agreement between the
‘Compagnie du caoutchouc de

DONG MAI' and a Belgium company on a
rubber production

Technical assistance for processing
and use of coal briquettes in the
domestic sector

Training in implementation and
sonitoring UNIDO's technical
co-operation programme

Fellowship in the field of energy
management in small and medium-scale
industries

Improving the quality of ultramarine
pigments

* Large-scale project (= total asllotment $150,000 or above)

2% Total sllotment §1 million or above
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LIST OF MANUFACTURING PROJECTS SEEKING
EXTERNAL ASSISTANCE
Pz Y *
k-4 i
VIET NAM INVESTMENT FORUM
o Chi Minh Clty
Viet Nam
11-15 March 1991
LIST OF PROJECTS

A profile of each project is aweilable from the industrial investment Division, UNIDO
or
e UNIDO investment Promotion Services
fssued by the indusiriat investment Division of UNIDO on the basis of information provided by the project $ponsors. it

bmw&duuq.awnmwmhummwoo.mmmw
responsibility for any inaccuracy or incompleteness.
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Oclober 1930
UNIDO Investment Promotion Services
Mstria Poland
Vienna Intermational Centre Scawki 2
P.0. Box 400 PL-00950 Warsaw
A-16400 Vienna Telephone: 6357112
Telephone: 21131/3943 Telex: 817916 UNIDO PL
Telex: 135612 TNO A Telefax: 6351260
Telefax: 237286
Republic of Korea
France
The Teachers’ Pension Fund Building
118 Rue de Vaugirard 2nd Floor
F-75006 Paris 27-2, Yeoeuido-Dong
Telephone: 45443802 Youngdeoungpo-Ku
Telex: 203503 ONUDI PR F Seoul
Telefax: 45487255 Telephone: 7857074
Telex: 22911 XIDCO
Cermany, Federal Republic of Telefax: 7820689
Unter Sachsenhausen 10-26 Svitzerland
P.0. Box 102065
D-5000 Cologne 1 Loevenstrasse 1
Telephone: 120451 CH-8001 Zurich
Telex: 17221349 UN KOELN Telephone: 2212320
Telefax: 120456 Telex: 814456 UNIT CH
Telefax: 2114180
Italy
United States of America
Corso Magenta 59
Third Floor 1660 L Street N.W.
1-20123 Hilan Suite 215
Telephone: 4815522 WUashington D.C. 20036
Telex: 353336 WNIDO I Telephone: 6595165
Telefax: 4985925 ' Telex: 3730475 1PS USH
Telefax: 6597674
Japan

Shin-Aoyams Building, Eust 1009

1.1-1,
Tokyo

Minamiaocysms, Minatoku

Telephone: 4029341

Telex:

2625528 UNIDO J

Telefax: 4029384
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broducts and mewl cuiset

Ceitivation of flomers and vegetables
Flowers: 9 aillien pieces

Potatoes: 2,100 Los

Fresh vegetables: 12,008 toas

Pise resis processing
Ca resis: 2,50 toss
Twpesiioe: 608 toms
Bucalyptus rowd tisber and fire mod
Eucalyptes romd tieber: 106,008 toas
Fire wod: 36,000 star

Processisg of ses shells and sother of

Samol

poarl
Capacily to be discussed with farelge partaer

Exploitatics and processing of lesd
1,000 toas

Basol

1ineaite concestrate asd sirconimm exide  Bamol

Iisesite concestrate: 19,000 Loas
2ircosiwm exide: 2,000 toas

Ksolin snd pyroghylilte exploitation
Kaolis: 5,008 toas
Pyrophyllite: 15,000 toas

Production of qucts () iz - 108 Mz)
100,000 wits

frozen most (pork, beef sad duk), dried

duck, duk dow, salted conbide
Frosen/dried asat: 1,99 toms
Suck dowm: €0 toas

Conhide: £3.2 Wons

Neet processisg plast
Pate, han, sansiges, olc.: 9,000 tms

fruit juice caming
S aillios cams '

Troplcal freit processiey
Condessed freit juice: 10,008 toas
Camned fruit: 10,000 tons
Fruil juics is paper conteisers:
16,000 toss

Freit juice sad tometo sed chill paste
Fruit juice: 30 toss
Tomato paste: 508 toes
OM1I poste: 50 toms

froces shriep ond onttlcfich and dried
cuttlefis
Froees shrisp: |
Frotea orttiefish:
Deled cuttlefish:

1,200 toas
126 tons
4 tons

Shriep processing
1,000 toms |

frote sheisy '
35 tons ‘

Quoy Rish
Provisce

Rasol

Long he

o O uish City

nely
Ka Eam ¥inh Prow.

o Ol Nish City

vish City

toag Boi
Quseg Biak Prov.

17.60

1.5

).

2.5

4“0

3.0

Tre of foreien co-operation Sowalt

Joist vesture, techmology, equipmeat, export marketing,
empertise: traising

Joint vesture, equipmest, export marketing, expertise:
saagesest, tecmical, marketing, training

Joist venture, equipmest, export sarteting, espertise:
sisageneat, sarketing

Joist vesture, techmology, equipmest, export markelisg,
expertise: tecmical, aarteting, traisisg

Joist vesture, techmology, subcostractisg, equipment,
export sacketing, expertise: tecimical, traising

Joist veslure, bupback, lechmology, equipsest, export
sirketing, expertise: memageneat, techsical, markeling,
traising

Joist vestwre, aom-traditional fimsecieg, techmology,
equipmest, export sarketisg

Joist vealure, lechmology, swbcomtcacting, equipmest,
expertise: techalcal, trainisg

Joist vesture, buyback, expertise: traiaing

Joist vestwe, buyback/barter, techeology, subcostracting,
licensing, oquipmest, export ai-keting, expertise:
sisaqesent, techmical, sacteting, tralnieg

Joiat vesture, buyback/Darter, oquipmest, export
sarteting, expertise: mandqemest, techmical, marketisg

Joist vestare, burback, tectmology, subcostracting,

liceasing, equigment, export marketisg, expertise:
tectaical, sacteting, training

Joiat vestare, techaology, equipmest, export martetiag,
etpertise: msagamest, techsicel, marketing, training

Joist vesture, barter, export marketing, expertise:
aaaqesest, technical, marketing, training

Joist vesture, techmology, export marketing, expertise:
alssgenent, technical, sarketing, training

Joist vesture, export sarketing, expertise: tochalcal,
srketing
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Shriep faraing/processing
500 toms

Pram asd sheimp fingerlings

Prom fisgeriings: 5 aillion pleces
Shriap fiogeriings: S allllon pieces
Compowd feed: 1,00 tees

Shrisp faralag/processisy
300 toas

Freshmater fish/shrinp facuing/processing

Shrisp fingeriings: 12 aillion pieces

Fish fingerlings: 5 adllion pleces
fry 150 illicn pleces
Shrisp: N tons

Fisk: 10 ailllion pieces
Lobster el cuttieflsh

Lobstes: 108 toss
Cuttlefish: 109 toas

Frozes saafood
froten sirisp, fish, eel and cxab and
shrimp shell powder: 4,000 toms

Frotes fish, shrisp and cultlefish
5,508 toms

Wite shrisp processisg
18,008 ioms

Coconat asd peanwt oil
Cocomet ofl: 3,600 toms
Poasst ofl: 1,008 toms

Shelled dried cashes outs aad crude
cashes st of}

Cashew puts: 509 loas

Cashen st oil: 1.5 toms

Gromdwet ofl peocessiag
Growreut oll: 2,500 tons
Ollcake: 3,000 tons

Rice debucking processing lise
Dehusked rice: ¢5,000 Loas
Bk essestial ofl: 1,000 toas

Sras ol} extractios
Srmoll: 2,700 s
Bras cate: 19,000 toas

Dried carrots
968 toas

Tos plasting aed processing

Plantiag of 1,490 hs with capacity of
12 toas/e

Ory tes (e}l types): 1,200 tons

Tes processisg
Black, groes 2ad CIC toa: 606 toms

Black Las processisg
Black Les CTC a0d OTD: 2,000 tons

Bish Pinh
roviace

Nish i
Provisce

o O Nish City

Bo Chl Kimh City

Long b Provisce

Long M Proviece

™d h
Sghe Tiak Provisce

i buay
Ll hay Provisce

o Gl Nish City

Bo Chi Wime City

¥ish City

Lan Dong Proviece

..

Ly

.54

(R}

15

[ R

1.9

3.9

.4

5.18

IR Y

1.3

“n
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Joint vestwre, equipment, export sarketing, expertise:
techsical, marteting

Jolat vestwe, techmology, licessisg, equigmmst,
esport earketing, expertise: smsagemest, tecmical,
wrketing, tralaing

Jolat vestwe, comterpurchase, techaclogy, equipmest,
espertise: techaical, traiaing

Joist veatwre, buyback, oquipsest, esport marteting,
expertise: managaneat, marketiog

Joiat vesture, noa-traditiosal fismcing, equipaeet,
expart sarketing, expertise: iechmical, training

Joiat vesture, barter, techaclogy, equipmest, esport
sarketing, expertise: sssagmmt, tectmical

Joist ventwre, buybackfbarter, techmology, equipment,
swhoostracting, export sacketing, expertise: tecimical,
smageaent, marketing, tralsing

Joist veatwre, barter, tochmology, equipmest,
espertise: sasagment, techeical, tralaing

Joist vestare, noa-traditional fisaacisg, export
mrketiog, expertise: serteting, Lialning

Joist vesture

Jolst vestwre, barter, tocheology, licensing, equipsent,
export marketing, expertise: msagment, lechmical,
aarteting, tralaing

Joist vestare, iechmology, equipment, egport sarteling,
expertise: masigement, lechmical, marketling, traising

Long-tern Josss (lsc. swppliers’ credits), export
sarkeling, expertise: lechmiaal, tralaleg

Jolat vesture, soa-traditiossl flssacing, teckmology,
sbooatracting, equipsest, export earketisg,
oxpertise: masagemest, techeicsl, sarketing, traleing

Joist vesture, aos-traditioss] finsacing, techmology,

esport surketing, expertise: mssagment, techsical,
asrketing, training

Joisl vesture, Darter, liceasleg, export marteting,
expertise: marketing, treislng

Joist vesture, technology, equipmest, export aarteting,
expectise: management, techeical, sarteting, tralsing
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o bogs
2 ¢ ten bog: 75 sililen ploces

Essmmce extractia

Pappornist stsmce: 3 s
Citresella: 1S s
Clanamon: $ tens
Oelaisgradisie: 2 tems

Cassave starch ol mite flowr
Cassave starch: 3,000 tans
taire flowr: 1,008 tems

Feather processiag and production of
bigh-protels (25¢] anisel fodder
Feathers: 75 tems

Todier {dry seed forn]: 3,000 toss

%ol splaing and weving
Wol eaterial: 500,000 pleces
Yool fspathetic fiee: 56 toms

Splsning aed moving of yars asd fabeic

Pfaeie: 3.5aillloa sy
Tare: 1,208 tems

Siik threed and fabric
SIik thread: &7 toms
SLik fabcic: 96,000 &

Slibom tulqd siik spiming
SUIk Urwed:

Siik fabric: l.z -uu- .
SIIk fidbre: 160 tons

Siibwoo farsisg aé siIk processisg
Silk: 100 toss

SIIEk precessing
Siik: 100 toes
oot silk: N toes

Bylon teise (2108/2-2108/18)
0 tons

Cotton and polpester fabeic
tolpester fabeic: 5.1 niliin s
Cotlos fabeic: 4.3 alllinsn

Cottos, polpester and silk fabric
10 aillion s

Yooles cloth asd fine cotlos material
Wooles cloth: 1.2 aillios pleces
Fine cottos meterial: 400,000 ploces

Textile weavieg, dyelng and (iaishisg
5,000,000 0

Llastic tage
Tlat elastic tage: 15 oillica s
Rownd elastic Lpe: Saillims

Cartains and lace
15,008 3¢ 0

Towls (40 5 0 m)
30 niilios pieces

Tae Beo Pistrict
Tiah M Proviece

mi ik

Thal Slsh

Ia Bas Kish

R B fish

Quang Bgal

Bo O mimh City

o G Kish Clig

o CM Niah City

Basnol

o O Kimh Citg

Basol

Kalphong

5 O s City

1.

1

2.18

1.7

1.0

12.68

.9

Jolat vestare, deybactSerter/comterpurchase,
techeology, sbooatracting, licansing, equipment,
export sarteting, expestise: teciaical, sarketiug,
traiaing

Jelst vesture, sce-traditional fisascing, techsoiogy,
ouipueat, export marketing, expertise: techaical,
sarteting, training

Jolat vestare, esquipmest, export sarteting, expertise:
techeical, merteting, training

equigest, expoct marketing, expertise: asnagesent,
tecknical, earketing, tralnisy

Joist vesture, buybdck/barter, equipnest, export
marketing, expertise: mandgesent

Joist vesture, sos-traditioesl fissscing, techeology,
licessing, equipmest, export aarteting, expertise:
ssaagemest, techaicai, sarketing, traising

Jolst vestwre, barter, tochaology, equigarat, export
marteting, expertise: sartetisg

Joist vesture, equipaent, export marbeting

Joiat vestare, buyback/Darter, equipaeat, export
sarketing, espertise: msagemest, tecmical, sarketisg,
traising

Equipsest, export sertetisg, expertise: ralaing

Joist vestwre

Joist veature, techaology, ssbcosiracting, equipmest,

expact sarteting, experiise: sasagamest, techsical,
sarketing

Joist vesture, buyback, squipmest, expoct marketing

Joist vesture, barter, techmology, Slcemsing, expertise:
sadguest, techmlical, sarketing, training

Joist vesture, Jiceasing, oquigmeat, export martetisg,
expertise: techmical

Joist vesture, Dartes, techwology, Iizensing, equipmest,
expertise: technical, marteting, trajaing

Joint vesture, non-traditionsl fimsacing, Lechmology,
oquipmeat, expoct mirketing, expertise: techmics),
abrteting

Joist vesture, suboontracting, equigmest, export
serteting, espertise: lechmical, maceting, tralsing
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Touels (28 : 8 )
% allilen pleces

Cotton and spthetic fidee knitwear
Sderwmar: 9.2 sillics pheces
Carmests: 1) williem plocs
lelsure waar: 2.8 alllics pleces

Ollérea’s, ladies’ sad am’s ciething
Productics (o be deternined acoerdisg te
donand

Garmests

Qirts, blowses, trowsers, esbroldered
dresses and dhirts, jackets and costs:
S alllicn pleces

Jomms
3 aillicn pleces

Clothisg
Kigh qulity clething, dresses, overalls:
Y alllie pioces

Carssats
Shirts, Mowes, T-shirts and Jackets:
3 alllios pleces

Jackets
Spcing and wister fackets: | aillles pleces

Carments

Tigh qulity qeements, Jeicure wear,
wrt clothes, Jesther shoe covers:
4 slllies plocns

Jackets and shirts
1 nillicn ploces

Carmmats
Nirts, dresses, swmaters, wiermar and
chijdrea’s clothisg: 1.6 ailllon pleces

t-shirts end polo shirts
t-shirts: 3 aillios pleces
folo ahirts: 1 miliios pleces

Teaned Josther

Vet Dluw hides: 1,000 toas
Chrone Laseed leather: 50 sillios 5q &
Tanais tansed lesther: 200 Loas

Finished tansed Jeather sed lesther

products
fisished Lrnsed losther: 1,008 Loas
leather products: 208 loss

Sansed leather
650 Loss

Productios of lesther
Sox calf: 2 aillics pled (30 1 M m)
Mg skis: | aillim pled

Sports shoes
1 allllon mirs

lalicr shos wpers asd complete shoes
Shos ‘wppers: 3 ailllos pleces
Complete shoss: | aillice pafrs

o Gl Nisk <ity

¥iet Tri
Vish Mim Provisce

Theeh Boe
Provisce

o O Hisk City
Bo CM Nish City
Thash Noo

Provisce

%o O Nish City

o ! Hish City

o Ol Kish Clty

o Ol Xk City

Balphosg

Sesol

5.5

15.38

5.

1.8

3.

Ly

.0

5.20

.8

1.5

131

Joiat veature, buyback, sibcoatracting, equipment,
expoct sartetlng, espertise: masqument, tecaial,
sarteting, training

Joist vestwre, techmnlogy, swbcoatracting, licensing,

oquiguest, export sarketing, expertise: msesgemest,
techaical, sartetisg, trainieg

Joist 7entwre, nom-traditional fissacing, techmology,
adostractsg, espertise: aasagmreat, tachaical,
sarketing, tralalsg

Joist vesture, noa-traditiosal finsacing, techmology,
swooatracting, licessing, equipamt, export marketing,
expertise: msdqanest, techaical, surteting, traisieg,
peovision of raw meterials

Joiat semsture, noe-traditions] fissaciey, subcontractisg,
oquipsent, export parketing, expertise: techafeal,

Joist vestwrs, techwolegy, ssbcostracting, licessiey,
oquipsest, export martetlng, expertize: techaical,
marirtiog, trainiey

Joist westure, nos-traditiosal fisscisg, techmology,

Jolat ventare, Degbeck/darter/comterpurchase,
tlecheology, sibcostracting, licemsing, equipmest,
expoct sarketing, expertise: asssgeent, techsical,
mactetieg

Joist westare, techmology, licensing, equipmest, export
marketing, expertise: tochalcal

Joist watxe, buyback, subcostractisy, equipsest, expoct
sarketing, expertise: munsgumst, techaical, tralsing

Joist watwre, techeology, equipmst, ezport sartetisg,
experiise: messgumest, techmical

Joist vestwre, bupdact/Darter, tocheology, equipment,
expoil marketing, expertise: amaguaant, techsical,
sarketing, traising

Joist vesture, bupbeck, subcostracting, equipsest,
export marteting, expertise: aasagemest, tedhsical,
sarketiog, tralnieg

Jolst vesture, Jiceasing, equipmest, export marketing,
srpertise: msnagement, techaical

Jolst vesture, techaology, subcoatractisg, equipmest,
expertise: managenest, teckalcal, aarteting, traising

Jolst vesture, techmology, ssbcostracting, licesing,

oquipmest, esport marveting, expertise: asnsgement,
techical, asrteting, traising

Joist vesture, techwology, equipmest, expertise:
techsical, sarteting tralelng
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Leatherfartificial lesther shoss Bo QI mish City
1.5 slllka paiss

Loather and sports shoes Saiphony

2 alllles pirs

Cloth shoes asd nibber doots Bo Chi uish City

Cloth shoes: 2 ililon pairs
Bbber boots: 108,00 pairs

Loatder sad sports shoes o ! Nish City
Ladies’ Jaather shoes: 300,000 pairs
Spocts shoes: 600,008 pairs

Sports shoes Viah Clty
1.5 sillion peirs

Sports shoes Sghe Tiad
1 silljos pirs

Sports shoes and work gloves Samo}

Sevelopmat of ladustrial estate Bo Out wish City
footweer and guements
(1 sillion places), basboo msts
{1,500 pieces], aad duck foathers
(129 tous)
Piypwood e Kang
1,008 cup Proviace
Wood dlocks asd wodes feniture ey Rl

wod blecks: 1.0 cam
PFansitwre: .85 an

Mooting, floocisg aad covering elamsts  Bamof
for mlls snl colliogs

Soofing: 1.2aillica sy

Flooring: 6.6 aillion sq 0

Wil slamsts:  1.2aillla qe

Coiling elammts: 0.6 aillion sy a

Yood products/farnitare and rattes products Vish Clty
Tisber: 3,00 cun

floor bosrds: 1,900 cu @

Ialeid wod fwsitwe: 8 cun

Batten prodects: 108,000 pleces

Wood products o Ohf Mink City
Saw tisber: 30 cen

Woodes lLattices: 30,000 pleces

Voodes scresms: 15,000 pleces

Flooring: [ X-T]
Production lias for tisber products Boang Lies So8
Tiaber floocing: 2,58 o3
Som Llader: 2,50 8

Sliding chelrs: 22,000 mits
Fise som tister: 99,000 wits
Furnitae for export: 608 a3

Wood products o Ch Nimh City
Panels: 6,008 cus
fawitwe: 1,24 ce n
Fiaished porquet: 0,000 cu n
Paliets: (N N-T]

Reforestation (o cbtain row meteris) for  Bo OM Kish City
the paper lodustry

10,000 M of evcalpts and scacis
yielding 1.2 oillica Lons of wood

2.5%

4.5

.0

b )

(& ]

1.5%

1.9
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Jolat vesture, barter, techmoloqy, sbooatracting,
epipest, axpertise: techaioal, marketisg

Joiat veatwre, techmology, subooatracting, equipmest,
expertise: sapdyement, techaical, marketing, training

Joint vestwre, buydack, techmology, equipmest, export
marketing, expertise: techmical, marketing, traising

Joist vestwre, techsology, suboostracting, equipmest,
export sarxeting, expertise: masiqement, techmical,
sarketing, training

Joist vestwre, barter, licensing, equipmeat, export
marketisg, expectise: techaical, sarketing, trainisg

Jolst vesture, techmology, equipmest, export sarketing,
expertise: sasagement, techmical, sarketing, traiming

Joist vesture, techmology, equipsent, export sartetiag,
expectise: siodgement, techeical, sarketing, tralaisg

Joist vestare, techsology, licessing, equipmest,
export sarketing

Jolat vesture, buph><k, techmology, equipmest,
expertise: sasegeaeat, techaical, martetisg

Jolst vestwre

Joist vesture, beyback/darter/comterpurchase, equipest
export macteting, expertise: samagemest, lechmical,
sarketing, traising

Joist vesture, barter, techaology, equipmest, export
mrketisg, expertise: tecmical, sarketing, traising

Joist vestwre, barter, techmology, subcostracting,

oquipmest, erporl marketing, expertise: minagesest,
techeical, marteting

Joiat vesture, buyback, swbcoatracting, equipmest,
export marketing

Joist veature, dupback/bacter, techmology, suboomtracting,

oquipsest, export markeling, expertise: management,
techaical, masteting, tralning

Joist vesture, sos-(zaditional financing, equipmest,
export surketing, expertise: sarteting
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Pulp aod pager

Pulp: 6,000 toas
Insulation paper: 3,000 toms
Bigh quality pager: 2,500 toas

Tollet paper and dgpler carton
Tollet peper: 0 tees
Swplex carton: 1,500 toxs

Pockaging matacial

Packaging material for coment:
34,000 tonss

Papesioard: 26,000 toas

Boxes aad cartoss: 10,000 toas

Peckaging meterial

Carton packaging: 15,008 tams
Siaple pactaging: 200 toms
Plastic packaging: 208 toss

Mhesive tape: 240 tons

Plate making

Laser letler plate pages: 238,008

Craphic plate pages: 15,008

Prool priating pages: 00,000

Besigned pages: 15,008

Clycerise, sodim alkyl-suiphats 2ed
fatty alookol

Clycerine: 158 toms

Sodim alkyl-suiphate: 189 toas

Fatty alcobol: 1,208 tons

Bydroges peroxide

3,000 toas

Soda chlorows

Soda: 30,008 tons

M powder: 20,000 Lous
K1 ocid: 20,000 toas
Qorows mbber: 5,000 toss
Clorows Ligeid: 2,000 toss

Sodiws bypdroxide asd chloric products

36-46% sodiwm hpdroxide ligeid, 15quid
chlorise sillcos mtef, chloric acid,
dataryent, chloride rbber asd other

products: 27,308 toas

Soda aad calclm cardide
Soda: 100,000 toas
QGlciwm carbide: 25,000 toas

Mwisiw Apdrozide
21,608 toss

Alkyidentene sulpharic ocid
10,000 tons

Insecticide, acetic scid, fornaldehpde

s0d sodiw sulphate
asecticide: 600 loas
Mutic acld: 3,00 tons
formldehpde: 1509 toas
Sodiwm sulphete: 5,000 Lous

Oxpges and sitroges fertilizer
H 525,000 cu
fertiliser: % toms

Nethanidophos fesecticide
1,000 tons

ne

IR}

165.18

(R "]

1.6
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Joist vesture, bupback, tachmology, equipmest, exmport
sirketing, expertise: smagemest, techaical, marketing,
traisiog

Joist vesture, lechaology, equipment, expertise:
sasaqmest, techmical, saCketing, traising

Joint vesture, techmology, liceasing, equipmest,
erpertise: sanagemest, tecmical, trainisg

Joiat venture, techmology, subcostractisg, licessing,

equipsent, export sarketing, expertise: techical,
marketing

Joint vesture, equipsent, expertise: techsical, training

Joiat vesture, techmology, equipmest, expertise:
sasagesest, technical, macrketing, traising

Joint vesture, bupback, techmology, equipmest, expoct
sicketing, expertise: »» agement, techmical, martetiag,
Lraiaisg

Joist vesture, techmology, equipment, expertise:
sisagenest, techaical, marteting, traisieg

Jolst ventere, techaology, licensing, equipmest,

export marteting, expertise: sassgemest, technical,
mrketing, training

Jolat vesture, technology, equipsest, expori marteting,
expertise: mansgemest, technical, marketing, tralaing

Joiat vestwre, comterparchase, techmology, equipmest,
export marketing, expertise: amagenest, lecmical,
marketing, tralalog

Joist vesture, techaology, licessing, equipment, export
marteting, expertise: masoqemest, techsical, marteting,
tralolng

Joist vesture, non-traditioss] fisascing, techmology,
oquipment, export marketing, expertise: techaical

Joiat vesture, lechmology, icessieg, equipmest

Jolat vesturw, bepback



134

e

»y

i)
me/
121

1%

18

10

m

1m

m

1ns

1e

m

Slalogical fertilizer
100,000 Loes

heg Bal

PIC and plastic pipes
C aad plastic plpes (21-600 m):
3,000 toss

boosssories: 30 Ues

PMastic aad MXC products
shoets:

S0 (O Risk City

Correpetad 150 toas

tanisated plastic shests: 108 toas

PIC mter plpes (-0 m): 150 toas

Plastic producte for bowselold aed
Industrial wee (buckets, otc): 600 toas

P rol oud (BP) cocTwpted sheets
420,008 ploces

Saknlite electrical acoessories Sasol
1-5 m bakulite: 100,008 o4 &

1-3 an bakelite copper covering:
50,008 o4

Saip conting peiat
2,008 toas

Marmcestical prodects
Tablets: 1 dMilios mits
Isjecticas: 100 sillice mits

Bo Chl Kish City

Raiphong

%o Ol ish City

Pnsostoml
50 tems

o CAl Nish City

Isflusion fixid Rasol
Noraais solution: 262,408 bottles (500 al)
Clucose solntloa: 498,008 dottles (500 al)
Bal solutios: 99,200 bottles (500 al)

GCrowd mater trestasot
folsble mter: 108,008 cu p/day

o Ol Nish City

Citronells etherwe] ofl
200 toss

Song Be

Circle rubber for paist aad pristing Baso}
isk production
3 toes

hatber processisg asd plastic products
Processed nbber: 9,000 tons
bber tyres: 96,008 sets
Plastic products (tables, cuirs,
naiacoats): 600,008 pleces
Water pipes: 1.5 aillin 8

fa. . . ndber products
Mubbec gloves:

Rdber mstiresses:

fois ndbber sheets:
Mubber bathing caps:
Contrifuged lates:

o CMl Nish City

Song Be Provisce
M aillion pirs
15,000 pleces
450,000 59 8
1.2 ail}ion pleces
1,628 toas

hbber boots Sanol
600,000 iz

P paving tiles Baso}
(1.2, 1.5 wd 2 @ W)
68 aillion ploces

Ceramic decorative articles
Vases, elephast figurines, pots:
113,000 pleces

Dowg Kal

3.8

2.2

2.6

3.9

bR}

21.00

1.7

4.9

(R[]

Joist vesture, buphack, techmology, equipmest, export
expertise: techaical, trainisg

Joint venture, liceasing, expertise: tralning

Joist vestwre, techeology, subcoatracting, equipseat,
export sarketing, expertise: techaical, training

Jolst veatwre, tacheology, equipasst, expertise:
techalcal

Joiat vestwre, equipmest

Joist ventwre, expertise: tecmical

Joist vestwe, comterpurchase, tochsology, equipasst,
expertise: techaical, tralalng

Lquipment, expertise: techaical, traising

Joiat vesture, equipment, export sarteting, expertise:
ssnagearst, tecmical, martetisg, trainfsg

Joiat vesture, barter, techeology, equipumst, export
sarketing, expertise: sanageseat, techaical, marketing

Jolst vestwre, licessing, export marteting

Joist vesture, soa-traditions] fismscing, techmology,

oquipaest, sxport sarkeling, empertise: maaagencet,
techaical, marketing

Joist vesture, technology, equipmest, export marketing,
oxpertise: managament, technical, marteting, tralaing

Joint veslure, techmology, equipmest, espertise:
tedmical, training

Joist vesture, Duyback/barier/cowterpurchase,
subcostracling, equipment, esgertise: sackeling,
tralning
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forcelais smitary mee
Wath-besins, Lavoratories: 1,000 tens

Issuistion porcelals
600,000 pioces

Tiles aad saitary mre
Clazed tiles: 150,000 3y. 8
Lavoratories: 150,000 ploces

Class products
Glasses: 68,008 plocns
Lanpshades: 50,000 pleces

Other glass products: 28,000 pleces

Class bottles (208 ol and 100 nl)
4,000 toas

Clay

Kaolin, light isdwstrial clay for
tilling and coating, etc: 46,000 toas

Portland cameat (PMe00-P500)

698,000 tous

Cranites and sarble Blocks aad stones

Narble Blocks: XK. T

Sarble stones: 129,000 53

Comite blocks: M s

Craaite stomes: 120,000y &

Narhle processisg

Wash-Desles: 15,808 ploces

Bath-tds: 1,055 pleces

Panels: 9,504 pleces

Crauaite

104,008 22

Righ qulity graghite

Craghite (903 carbom): 50 tons

Craghite (S21-9% carbon): 508 tons

Graphite poder (%2t carbon): 649 tons

Karble and granite slabs
asd grasite blocks
Narble slabc: 25,008 5q
Craaite slabs: 25,000 5 &
Grualte blocks: 12,000 cu 8

Processisg of asissties fibee
3,000 tons

Matimoag processing
608 tons

Theee bell tract locks
1 sillios wmits

Screp irce ead steel fros old ships
30,008 toas

Yire draning aod cable masufactare
SR cables: 1,008 tons
Copper cables (2.5-10 sq m): 500 toas

Dlesel engines
4-30 kv diese] angines: 25,008 wits

Parts for Interna] combustion engises

Alwisie pistons, cast from pistos riegs,

chassis, sxles, bearings, gaskets:
445,000 wits

viah M
Provisce
Soaq Be

Ml Bish
Province

e Ry

Soaq Be

Song Be

via city

oy Rl

Las Dosg
Provisce

Soang Liex Som

To ! Nish City

s Sos Binh

Baiphosg

Seiphong

asof

5o CM Kish Clty

1.0

1.9%

n.u

3.5

1.9

|8

19.04

6.12
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Jolat vestwre, buyback, techeology, equipmest, esport
sarteting, expertise: massqement, tocheica], marteting

Joiat veature, techmology, export sarketing, expertise:
techeical, merteting, traising

Jolat vestwe, techaclogy, equipmest, export marketiag,
expertise: maagument, teciaical, earketisg, traiaing

Jolat vesture, techmology, equipsent, export marketing,
expertise: techmical, training

Joint vesture, equipnest, expertise: sanagemest,
techaical, marteting

Joist vestwre, equipsest, expertise: tralaing

Joint veatwre, equipsest, expertise: sanagumest,
traising

Joliat vestare, non-traditional finmacing, techmology,

oquipnent, export marketing, expertise: managemest,
tecimical, mrketlng, traisisng

Joist vest:ge, techmology, equipmest, expertise:
techaical, earteting

Joist vestwre, technology, 1icessing, equipmest,

export sarketing, expertise: sanagenest, tochajcal
mrteting, training

Joiat vesture, bacter, tectsology, licessing,
export sarketing, expertise: techwical, marteting

Joist veature, barter/counterparchise, aquipmeat,
export macteting, expertise: marketing, training

Joist vesture, technology, nbaostracting, equipsest,
axpertise: techmical, tralnlng

Jolst vasture, techaology, subcostracting, equipsest,
export aarketing, expertise: technical, traising

Joist vestare, buyback, techmology, equipaest, export
ssrteting, expertise: managemest, techaical, marketing

Joiat sesture, lectnology, equipsent, export sarketing,
expertise: aindgement, techmical, marieting, tralning

Joist vesture, technology, equipaent, expertise:
techaical, tralning

Joist vesture, techaology, equipsent, export market)ng,
espertise: “v*olcal, mirketing, tralning

Jolst m i1 .-

= ‘wology, llcessing, equipmest, empo.
Mirteting - <

unigement, techical, tralaleg
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Spare parts for aad acsesbly of pristing  Sasol
mchineg

Olfset presoss: ¥ wmits
Paper cutters: 30 plecss
Vire stitchers: 68 ploces
Spere parts: 15 tems

Moasbly lise for alectricai appliances  Masol
Mefrigerators: 1,00 mits
Proaters: 3,00 mits
Mr coaditiosers: 50 wits

Elactrical howsehold agplisnces = =g
Table and cuiling fans: 0,000 wmits
Mefrigerators: 10,000 mits
AMr cosditiosers: 1,00 wmits
Wotors (9.6-4.3 W): 5,008 wits

Llectrical howselnid goods and applisaces N2 Kam Wish
Televisions/radlo-cassettes: 10,500 mits
Electric fas,motors: 15,15 wits
Mefrigerators/air conditicssrs: 3,008 wits

Petrol engines Basol
1-10 1 petrol eagises: 10,000 mits

Power capacitors (468 IF) Rasol
200,008 wits

Electric faas i motors and Banoi
aad tressformers

Rectric fass: 100,008 mits

tlectric motors: 3,000 wits

traasformars (5-15 kVR): 3,000 wits

CXD talevision sat assasbly Nanoi
BN {34") asd colowr (14° and 21°) T¥s:
120,000 sets

Hectrodynasic sicrophoses 5 s Ninh
300,008 pleces

Assasbly line for electrosic equipaent Rasol
™ tramitters (10 ¥ 1 ¥): 300 wmits
Lquipaeat and peralolic mtensas for

video siguals frea artificlal

satallites: 5,00 wmits

Light mitting dioks Banof
hod UDs: 35 alllios mits
Groen and pellov LlBs: 15 millics wits

Assesbly of photwoltaic solar cell sodules Nasol
W mdules (84 ¥): 17,108 pleces

Masufzcture of plemoelectric products Rasol
Plesoceraaic discs, cylisders and other

products: 16 Lows

Asseebly of 1D Isformation equipmest Rasol
M trasgcelvers (S-25¥): 5,0 wils
SSH transcievers (20-108 ¥): 2,000 wmits
Radiotelephones (1-10 km): 10,000 mits

CXD production 1ise for assembly of Ranol
televisions, radio-rassettes sed radios

Taievision receivers: 300,000 wmits

Radio-cassetts plagers: 100,000 mils

Radios: 100,000 mits

Llectrical housedold appliseces Kanol
Nesters (000 ¥-2 1v): 100,000 wils
Troas (1 kv}: 100,900 wits
Stoves: (1-2 b¥): 10,000 wits

fiwresceat lasps (20 and B V) Ro ChE Minh City
4 oii)ion pleces

1.3%

1.8

.29

2.68

3.5

1.3

4.51

315

1.91

2.6

1.8

Jolat wcature, oquipseat, export marketing, expertise:
sasagenest, techaical, sarketisg, training

Jolat veature, techaology, equipsent, expertise:
techaical, marketing, tralning

Joial vesture, techmology, swbcostracting, licensisg,

squipaest, export marketing, expertise: managemest,
tedwical, sarketing, training

Joiat vesture, equipmest, export sarketing,
expertise: masagement, technical, sarketing, training

Joist veature, techmology, equipmest, expertise:
techmical, traiaing

Joiat vesture, techmology, subcoatractisg, equipment,
export sarketing, expertise: techmical, training

Joiat vestre, techsology, equipment, expertise:
technica?, trainisg

Jolat vesture, techaology, equipmest, export marketing,
expertise: masagement, techeical, marketing, training

Joist vestwre, bayback/brter, techmology, suboomtracting,

Liceasing, equipment, export markeiing, expertise:
aasegemest, techaical, marketing, trainisg

Joist vesture, technology, subcomtractisg, equipsent,
expertise: techaical, tralsing

Joist veature, Jeising, techaology, equipmest,

oxport marketing, experiise: msasgemest, marketing,
traiaing

Joist ventwre, dupdack, techwology, equipmeat,
expertise: sanagement, techmical, marketing, tralning

Joliat vesture, bupback, techrology, equipmeat, export
marketisg, expertise: mimagemest, technlcal, macketing,
traiaing

Joiat vesture, technology, subcostracting, equipment,
expertise: techaical, tralslag

Joist veature, technology, equipment, export sarketing,
expertise: mnagement, techafcal, smarketing, traising

Jolst vesture, technology, subcontracting, ejuipment,
export sarketing, oxpertise: technical, trainlng

Joist vesture, technology, scostracting, equipment,
expertise: technlcal, tralning
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151

163

165

167
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Ory culls and storage Datteries
Bry cells: 60 alllios pleces
faad acld storsge battecies: 100,060 b

Bry batteries {1.5 - 12 ¥)
106,000 pleces

Baliast seca tubes (10 ¥/200 V) and
Algh voltage ballast (83-40¢ ¥/220 ¥)

Ballast necs tudes: 1,000,000 wmits

Kigh voltage baliast: 500,000 mits

Blood administration sets

{filter surface 10 5q cm,

mesh width 200 W, Lbing leagth 150 ca)
2 alllion sets

Electric msaswring lastnamats

Sinsgle-phase mtit hour seters: 400,000
Three-phase mit howr meters: 100,008
Carreat traasforners: 50,000
Volt/ampere msers: 50,008

Badalaton rackets
Wood and alwminium frame rackets:
1 aillion pieces

Feather processiag
Wanod feathers: 340 toas

Bed feather products: 300,000 pleces

Stuffed toys
Stuffed anlsals from cottos, wol,
cloth aad ndber: 2.5 afllion pleces

Reowation and comstruction of housiag
Benovation of 480 oq @, coastructics of
2 storey howses of 600 aq & ares sach

Coastruction of a 10-storey hotel/
offices

fotel rooas: 3,191 sq a (4 floors)

Offics space: 5,025 sq 8 (6 {loors)

Coastructios of a fishery harbour
Capacity for headliing 200,000 -
250,000 tonsfpear of fish

Construction of Basol frade Service Cestre
Neeting rooms, showooss, offices,
restauraat 4ad hotel rooms

Wpgradisg 77-room hotel to 3-star category

Upgrading tw hotels (110 roces each) to
4- asd S-star category and construct fon
of & goif course

Coastructios of & cultwral aad towrist
ceatre for domestic and foreiga tourists

Coastructios of 64-roos beachfroat hote!

Construction of trade cestrefoffice block
Trade cestre: 2,608 5§ 0
Office space: 1,927 sqa

Constructios of aperisent block and
servics cestre (shops, swiesing pool,
parking, otc.)

150 aparimects/125-150 sq & each

Service ares: 6,000 sq 8

oy Wi

Bo Ol Nish City

Raso}

That Bish

aiphong

Kamof

% Co} Nish City

o € Nish City

Las Dosg

L Posg

B ke

fghe Tioh

%0 Chl Kih Citg

B ChY Risk City

1.3

L

FR 4

3.00

.R

2.8

1.4

5.9

12.00

8.9

6.9

1LY

1.0

15.52
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Jolat vesture, techaology, equipmest, export marketing,
expertise: maaagement, techmical, sarketing, training

Joiat veatwre, techmology, subooatracting, equipeat,
expertise: techmical, marketing, traialeg

Joiat vestige, techmology, subcostracting, equipment,
export marketing, expertise: techmical, traiming

Joiat vesture

Joist venture, techwology, equimment, expertise:
techmical, training

Joiat vesture, mon-traditional fisascing, techmology,
licensisg, equipmest, export marketing, expertise:
sanigemest, lechaical, marketing, training

Joiat vestare, buyback/barter/comterpurchase,
techmology, equipmest, export sarketing, expertise:
managesent, techaical, sarketing, traiming

Joiat veature, equipment, export marketing

Joiat venture, expertise: trainisg fn construciion
techaolgy

Joist vesture, equipment, export marketing, expertise:
minegemest, techaical, marketing, trainlng

Joiat vesture, barter, techeology, equipsest, espertise:
sanigement, techaical, traising

Joist vesture, equipment, expertise: masagemest, traiaing

Joint vesture

Joist venture, equipsest, expertise: trainisn

Joint vesture, equipmest, expertise: sanagement, techeical
Joinl veature, equipment, expertise: managesent,
tectnical, marketing, traising

Joist vesture, oquipment, export sacketing, expertise:
snagemest, technical, training

Joist venture, equipment, expertise: msnagament,
lectaical, trainlng)
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Expaasion asd soderaization of a ¢-storey
trade cestrefoffice block/apartmests

M offices: 1,008 sqm

Trade ceatre: 3,00 538

20 apartenats: 2,200 ) 8

Expassion aad wpyradisg of Motel Lo 109
roons

Construction of a 12-storey botel/off1ces
Botel: 118 s

Offics space: 1,80, s
Mestawant/shops: 1,214 g &

Toxist ares cosstruction

Segort accommodatics, eatertaiasent
facilities, restaurants: 165 ha
construction ares o 508 M Land area

fabeic knitting, dyeing and pristisg
Ritted fabric: 3.1 aillican

Mo Ol wish City n.Q

o Chi Mish City ..

B O Nish City 10.68

%o Chi Nish City Yo be deternined

%o Ol Nish City 1.0
Seoleasatary Jist of peofects

Jolst veature, aquipmeat, expertise: sasagemest,
techaical, marketing, Lraising

Joiat vesture, equipmest, export sirteting, expertise:
aexgeent, techmic!, merteties, trajaing

Jolat vestwre, equipmeat, export marketing, expertise:
aasagesest, techsology, marketing, traisisg

Joiat vestwe, techaology, licessing, equipmest,
export sarketiag, expertise: sasagesest, tecmical,
sarketiag, training

Joist vesture, subcoatracting, expertise

The Covernment of Viet Bam is laviting foreign compeales, lnstitutions sed orgamizations favolved ia fadustrial developmest to discuss the followisg
additiosal projects, for shich project profiles will be available at the Isvestsest Form for Viet Kas is & Chi Nish City.

BK  mroject Project titlel
0. M. Products aed seeml ovtont

m

Ol refinecy
3 aillion toas

Samite exploltatios sd almisim
3 aillion toas

Mwisim melter
150,000 ns

alwisim melter 2ad hydropower
plast

Mwmisim: 120,000 tons

Spdropower: €10 W

Tros ore aisisy
3 aillios tons

Cogper miniag
350,008 toas

Kitroges fertiliser
M3 1,360 tons/day

Thermal power plaat from assoclated gas
W

Nighuay sol Bai-Rusol (30 kn)
Nighuey Kasol-Saiphosg (100 kn)

Car productios
154,000 a3

locatios Totl Isvestmeat fype of foreign co-cperation Sought
(xS alllion)
Soag lal m.n Joist vasture
Las Bong 1,000.88 Joist veature
Quog Mish 000.0¢ Joist vestare
clalal et 1,200.08 Joiat vestwre
Sghe Tish 1,000.9 Jolat vesture
foang Lica Sos .0 Joist vesture
Dong Xaf .0 Joiat vestare
Somg Kal 0.0 Joist vesture
Rasol 8.0 Joist vestwe
Sanol /s phong %.0 Jofat vesture
O Nang “o.n Joist vesture
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Asian Wall Street Jounal, 9 October 1990.

Bruton, Christopher F. and Genovese Mathilde L., Victnam: An Investors’ Appraisal, Business Intemational
Asia-Pacific, Hong Kong, June 1990, pages 34-35

Demaine, Harvey, "Vietnam - Economy”, in The Far East and Australasia 1990, Europa Publications, London,
1989, page 1036.

Garven, RS, Agricultural and Food Production Sector Review - Viet Nam - Report of the Agro-Industrial Sector,
State Planning Committee of the Socialist Republic of Viet Nam and Food and Agricultural Organization
of the United Nations, DD/DP/VIE/83/033 Ficld Document No.2, Rome, July 1989.

International Monetary Fund, Viet Nam - Recent Economic Developments, Memo from the Sccretary to members
of the Exccutive Board dated May 11, 1988.

Matthews, Roger, "Rice Thrives as Marxism Takes a Back Seat”, Financial Times, London, 9 March 1990.

Socialist Republic of Viet Nam, State Planning Committee and United Nations Development Programme, Report
on the Economy of Vietnam, Januvary 1990, page 33.

Socialist Republic of Viet Nam, General Statistical Office, Statistical Data of the Socialist Republic of Vietnam
1930-1984, Statistical Publishing House, Hanoi, 1989.

Socialist Republic of Viet Nam, General Statistical Office, Statistical Data of the Socialist Republic of Viemam
1976-1989, Statistical Publishing House, Hanoi, 1989.

Socialist Republic of Viet Nam, State Planning Committee and United Nations Development Programme, Food
and Agriculture Organization of the United Nations and the World Bank, Viet Nam - Agricultural and Food
Production Sector Review, Draft Mission Report DD:DP/VIE/88/033, nd.

Socialist Republic of Viet Nam, General Statistic Office, Statistical Data 1930-1984, Statistics Publishing House,
Hanoi, 1985.

The Consultants for Trade and Industry AB, Report on the Study of the Industry Sector in Viet Nam, CTI,
Stockholm, January 1990.

United Nations Industrial Development Organization, Downstream Options in the Oil Industry for Viet
Nam, Report by the Regional and Country Studies Branch, UNIDO, Vienna, 10 May 1990.

United Nations Industrial Development Organization, The Textile and Clothing Industry in Viet Nam:
A Filiere Approach, Report by the Regional and Country Studies Branch, UNIDO, Vienna, 9 May 1990.

United Nations Industrial Development Organization, Viet Nam’s Industrial Development - An Assessment,
Report by the Regional and Country Studics Branch, Industrial Policy and Perspectives Division, UNIDO,
Vienna, August 1989,
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INDUSTRIAL DEVELOPMENT REVIEW SERIES ISSUED SINCE 1986

NON-SALES PUBLICATIONSY

Sri Lanka

Cuba

United Republic of Tanzania

Egypt

Mali*

Zaire®

Pacific Islard States:
Papua New Guinea, Fiji, Solomon Islands, Western Samoa, Vanuatu,
Tonga, Kiribati, The Federated States of Micronesia and Micro States
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Congo*

Central African Republic®
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Jamaica, Trinidad and Tobago, Guyana, Barbados, Netherlands Antilles,
Bahamas, Belize, Bermuda, St. Lucia, St. Vincent and the Grenadines,
Grenada, Antigua and Barbuda, Dominica, St. Christopher-Nevis,
Cayman Islands, British Virgin Islands, Montserrat, Turks and

Caicos Islands, and Anguilla
Malawi
Indomesia: Changing Industrial Priorities
Zimbabwe:
Burma: Transition to agro-based industrial economy
Jordan: Stimulating manufacturing employment and exports
Liberia: Resource-based industrialization and rchabilitation
Qatar: Towards industrial diversification of an oil-based economy
Nepal: Industrialization, international linkages and basic needs
Kenya: Sustaining industrial growth through restructuring and integration
Somalia: Industrial revitalization through privatization

Philippines: Sustaining industrial recovery through privatization and foscign

investment
Nigeria: Industrial restructuring through policy reform
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PPD 51
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Djibouti: Economic diversification through industrialization PPD.111 1989
Bangladesh: Strengthening the indigenous base for industrial growth PPD.114 1989
Mauritania: Industrial reorientation and rejuvenation PPD.115 1989
People’s Democratic Republic of Yemen:

Enhancing industrial productive capacity PPD.122 1989
Yemen Arab Republic:

Diversifying the industrial base PPD.130/Rev.1 1989
The Sudan: Towards industrial revitalization PPD.132 1989
Camerooa: Coping with reduced oil revenue PPD.146(SPEC) 1990
Poland: Second Investment Forum for the Promotion of

Forcign Investment PPD/R36** 1990

(Sales Publications forthcoming in 1990)
Namibia: Industrial development at Independence PPD.166 1990
Angola: Economic reconstruction and rchabilitation PPD.172 1990
Ethiopia: New directions of industrial policy

(In print)



142

SALES PUBLICATIONSY

India: New dimensions of industrial growth 1990
Pakistan: Towards industrial liberalization and revitalization 1990
Malaysia: Sustaining the industrial investment momentum

(Forthcoming carly 1991)

* Available also in French.
b Restricted

1/ Copics of non-sales publications may be obtained directly from: UNIDQ, Regional and Country Studics
Branch, P.O. Box 300, A-1400 Vienna, Austria. FAX: (0222) 232156

2/ Sales publications may be ordered dircctly from: Basil Blackwell Publishers, 108 Cowlcy Road, Oxford,
United Kingdom. FAX: (0865) 791347





