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The Layered State of Vietnam
STEIN TANNESSON

INTRODUCTION

A ‘state’ consists of all those public institutions (central, provincial and
local administration, army, banks and enterprises) which are—at least
on paper—controlled by the government. The term ‘capacity’ can be
defined as ‘maximum output’. In this chapter, the term ‘state capacity’
shall be understood as the ability of public institutions to produce the
output expected by their leaders. The task is thus to assess the extent to
which Vietnamese public institutions are able to meet the expectations
of the Vietnamese Communist Party. Before starting to characterize the
Vietnamese state, a few words must be said about the general relation-
ship between state and society.

STATES IN THE GLOBAL SOCIETY

States remain the most important institutions of the emerging global
society. Their main rivals, the transnational banks and corporations and
the multilateral institutions, mostly remain less resourceful than the ter-
ritorial states, and are also more restrained in their decision-making.'
Depending on size, efficiency, and geopolitical position, states have a

I would like to thank Anne Jerneck, David Marr, Peter Evans, and the editors for their helpful
comments on an earlier version of this Chapter.

' The salience of the state is often compared to that of the ‘market’. This is a false com-
parison. since the state is a formally established, territorially bascd institution whercas the
market is a type of human interaction (buying and selling). A state can choose to let the
national economy operate more or less in accordance with the market principle. It can also
choose to emphasize enhancement of the nation’s position as a buyer and seller in the global
market place. Such choices will in some ways expand and in other ways restrict its future room
of manceuvre, A radical application of the market principle will inevitably strengthen the inde-
pendent power of corporations, but the *‘market’ as such cannot be the ‘master” of governments
or states,
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considerable capacity for influencing other states as well as non-state
actors on the global scene, and for affecting the lives of the population
within their own borders. It is important to emphasize that a state’s
capacity can no longer be considered only—or even primarily—in rela-
tion to its own national society, but must be assessed in relation to the
global society of states, banks, corporations, and organizations.

States backed by a large population and a substantial economy evid-
ently wield more influence in global affairs than states with a small or
poor citizenry, but small states are sometimes in a position to maximize
their global interests more efficiently than many a great power. Singa-
pore is one example. For a trading state defining its aims predominantly
in economic terms, it may well be an advantage to not have the status
as a great power. The world system today even comprises a state-like
unit which does not enjoy international recognition as a state, but com-
pensates with an outstanding economic performance: Taiwan.

There is a difference of principle between what a state can do domes-
tically and globally. Domestically, it can place itself above the market,
and regulate it in order to ensure genuine competition, and stimulate
certain sectors. Globally, the state cannot place itself above the market
(except through participation in multilateral institutions), but must
operate as a territorially based ‘corporation’, attracting investments, tar-
geting promising markets, and defining comparative advantages. To the
extent that a national economy is being integrated in the global market,
the capacity of the state to govern its market will drop, while its strength
as a globally operating corporation may grow. To maintain a cohesive,
stable nation-state, a government will then need a population identify-
ing itself with the national quest for an improved global performance.
The people must support its national companies in the same way it sup-
ports the national sports teams.

Just as the size of population and economy does not necessarily
enhance astate’s capacity to maximize the national interest in the global
market place, the capacity of the state itself (the public institutions) is
not necessarily being enhanced by growing numbers of staff and expan-
sion of functions. When a state tries to co-opt and integrate a great
number of domestic institutions and associations, it may find it increas-
ingly difficult to organize efficient public services. In the 1990s, states
almost everywhere in the world went through the transition mentioned
above: they found it increasingly difficult to apply domestic policies dif-
fering from norms defined by the ‘Washington consensus’, while at the
same time expanding their capacity for promoting national interests
through economic diplomacy. The two basic aims being pursued inter-
nationally were to gain access to foreign markets and to attract foreign
investment. One of the means to achieve these aims was to apply the
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kind of domestic policies favoured by foreign investors. Thus, the tradi-
tional distinction between domestic and foreign policy tended to be
blurred.

In April 1998, when the World Bank launched its report The State
in a Changing World, a seminar was organized by the World Bank’s
representative in Hanoi. Chairman of the Government Committee for
Organization and Personnel (GCOP) Do Quang Trung told the seminar
that the role of the state had undergone changes in many nations. In
some countries, the state had been changed from a ‘direct growth-
generator’ to a ‘central orientator” in the form of *a partner, a facilitator
and a catalyst for growth’. Such states had become a decisive factor for
economic development, poverty alleviation, the maintenance of social
stability and order, and the creation of opportunities for advancement.
In other countries, the reform of public institutions had been less suc-
cessful. The cost of this had been social instability and persistent crisis.

According to Do Quang Trung, the requirements of socio-economic
development, and the transition from a centrally planned economy to a
‘market-oriented economy regulated by the state’ had helped Vietnam
accelerate its reform effort, and had rejuvenated the state’s organiza-
tional structure. In Vietnam there had always been an emphasis on
building a state that was efficient, not corrupt, and close to the people
while undergoing step-by-step modernization.”

The purpose of this chapter is to critically examine the capacity and
efficiency in the 1990s of Do Quang Trung’s modernizing state. In the
first half of the decade, its revenues grew considerably, and the state-
owned sector increased its share of gross domestic product (GDP).
Towards the end of the decade. however, the country could not avoid
the effects of the Asian crisis, and the state-owned industrial sector
became more of a financial burden. All the time, the Vietnamese leaders
tried to do what Do Quang Trung prescribed: boost exports and foreign
investment, while at the same time maintaining social stability and
order. These goals, however, were not always easy to combine.

In order to understand the contemporary Vietnamese state, we must
first see how it was historically constituted.

VIETNAM: THE LAYERED STATE

The Vietnamese state can be said to consist of a number of historical
‘layers’ of varying importance to its current capacity. Each layer stems

* Viet Nam News Agency (10 April 1998).
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from a particular historical period, which established a set of new insti-
tutions, organizational structures, codes of behaviour, and a general set
of values. Residues of such structures and values remain parts of the
Vietnamese state today. The state forms a complex corpus which is dif-
ficult to ‘unpack’. The state needs to be ‘unpacked’, however, before it
can be understood.’

The Confucian Layer

The first historical layer worth considering in a contemporary context
is the Confucian state of the Nguyen dynasty, who ruled all of Vietnam
from 1802 to 1863. and the central and northern parts of Vietnam from
1863 to 1945 (although under the form of a French protectorate from
1884). Until the French conquest this was a state whose leaders con-
sistently tried to live up to neo-Confucian ideals by using Chinese char-
acters, respecting the tributary relationship to the Middle Kingdom,
organizing a system of state examinations, and upholding a compre-
hensive system of rituals. The aim was to secure social harmony and
order, keep European interference at bay, sometimes expand the
emperor’s power into the realms of the Khmer and Lao princes, and
maintain the empire’s independent, but tributary status in relation to
the Qing empire in the north.* The aim of the state was not ‘economic
development’. Therefore, the Confucian state did not need to penetrate
deeply into village affairs. It used to be said that the state’s power
stopped at the village gates.” The mandarins were responsible for col-
lecting a limited number of taxes and for organizing work to maintain
the necessary dikes and canals to produce sufficient rice. The emperor

 For the method of ‘unpacking’ the state, see Anne Jerneck and Nguyen Thanh Ha, “The
Role of the Enterprise Unions in the Shift from Central Planning to Market Orientation” in
Irene Norlund. Carol Gates, and Vu Cao Dam (ed.), Vietnam in a Changing World (Richmond.
Surrey: Nordic Institute of Asian Studies/Curzon Press. 1995), 159-80. at 161; and Anne
Jerneck. Adjusting State and Market in Viemam. The Story of Enterprise Unions (Lund: Stu-
dentlitteratur, 1995), S8-66.

* For the relationship between the Nguyen dynasty in Hue and the Qing dynasty in Beijing,
see Alexander Woodside, Vietmam and the Chinese Model. A Comparative Study of Viemaniese
and Chinese Govermment in the First Half of the Nineteenth Century (Cambridge, MA: Harvard
University Press, 1988).

* The notion of the traditionally autonomous, conservative Vietnamese village has recently
come under attack by the Dutch historical anthropologist John Kleinen, who claims that vil-
lages differed from each other, often changed. and that ‘rulers could intervene directly.
however reluctantly. through their salaried bureaucrats’. Kleinen admits. however, that the
Vietnamese villages were communities which opposed state intervention, and upheld a basic
distinction between ‘insiders” and ‘outsiders’ for that purpose. John Kleinen, *Village-State
Relations in 19th-century Vietnam. The Case of Lang To, a Small Village in the Red River
Delta’. in Nguyén The Anh and Alain Forest (ed.). Guerre et paix en Asie du sud-est (Paris:
I'Harmattan, 1998) 175-209, at 178, 18(0.
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had his capital in Hue. Thus, the state was most powerfully implanted
in the central part of the realm, and had a northern and a southern
periphery. The north was the densely populated traditional Viet heart-
land, close to Chinese civilization; the south was more recently popu-
lated. With its mixture of Viet, Khmer, Cham, and Chinese (Hoa)
populations the south allowed more South-East Asian heterogeneity
and openness.

What remains of the tradition from the Nguyen dynasty today? First,
there are some of its values, such as dignity, social harmony, educa-
tion, virtuous behaviour. These were also behind Ho Chi Minh’s five
revolutionary ethics: humanity, sense of duty, knowledge, courage, and
integrity.” Then there is the emphasis on education as the main way to
achieve high social status. An educated elite is charged with running a
centralized state on the basis of superior knowledge learned from
abroad.” One hundred and fifty years ago it was Chinese Confucian-
ism—now it is Harvard economics. But the United States has not taken
over China’s role. Despite 20th-century nationalism a tradition still
remains for the perception of Vietnam as a subservient, but still inde-
pendent state in relation to China.

Although the post-colonial states of South-East Asia, not the least
through Vietnam’s 1995 membership in the Association of South-East
Asian Nations (ASEAN), have assumed a role as a possible counter-
balance to China, there are important actors in today's Vietnam who
are inclined to continue the ancient tradition of paying particular
respects to Beijing. This is only possible, however, if the Chinese gov-
ernment respects Vietnam’s independence and treats Hanoi with the
proper attitude of a virtuous elder brother. Sino-Vietnamese animosity
from the mid 1970s to normalization in 1991 was aggravated by a mutual
feeling of not being treated respectfully.

Yet another surviving feature of the Nguyen tradition is village
autonomy. The state today penetrates the village to a much greater
extent than a hundred years ago, but what the state can do with impunity
in the villages remains limited by local sentiments. Many villagers still
feel they have a right to not be interfered with, and they expect the local
representatives of the state to behave in a virtuous way. The serious
unrest that happened in the Thai Binh province of northern Vietnam in
1997 should be seen as a popular rebellion against leaders on the district
and provincial level who had enriched themselves through malpractice.

* Thaveeporn Vasavakul, *Vietnam. The Changing Models of Legitimation’, in Muthiah Ala-
gappa (ed.), Political Legitimacy in Southeast Asia. The Quest for Moral Authority (Stanford:
Stanford University Press, 1995). 257-89, at 264,

" Adam Fforde and Stefan de Vylder. Fremn Plan to Marker. The Economic Transition in
Viernan (Boulder, CO: Westview Press, 1996), 48-9, 53,
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A third legacy of the Nguyen is the symbolic role of Hue as imperial
capital. It is possible that historical nostalgia in central Vietnam can
be linked up with resentment of being left behind economically, and
give ground for local protest movements against the government or its
policies. The north-based central administration and the south-based
commercial elite would then find it difficult to impose their will on the
central region.

The Colonial Layer

With the notable exception of southern Vietnam (Cochinchina),
where most mandarins fled after the French conquest, the French did
not dismantle the Confucian state. In central and northern Vietnam
(which were conquered twenty years after Cochinchina) the French
rather increased than destroyed the power of the mandarins, at least in
relation to the villages. What the French did, was to integrate the
Hue-based Nguyen state within a new institutional framework centred
in Hanoi. The name of this new superstructural colonial state was
French Indochina. It did not replace the Confucian state of the Nguyen,
but enveloped it and to some extent transformed it. All five parts
of Indochina—Cambodia, Laos, Cochinchina, and the two parts ruled
by the Nguyen emperor (Tonkin and Annam)—were placed under
a governor general in Hanoi, who was appointed by the French
government.

French Indochina was part of a global system of territories which was
known as the French Empire and later renamed the French Union. In
the eyes of the Nguyen emperor and his mandarins, the French Empire
was its new Middle Kingdom, but Paris did not show the same respect
as Beijing had used to display. In fact, the Nguyen emperor was reduced
to a shameful status as puppet of his French advisers. The central in-
stitutions of the Nguyen state fell into decay while the mandarins in the
provinces served the new Indochinese authorities, at least as far as
practical matters were concerned. In ritual matters, Hue remained the
capital, and ritual was important to the mandarins, if not to the French.
About the time of World War I, at French instigation, but with full
support from a new elite with a nationalist outlook, the Chinese char-
acters and the Confucian examination system were suppressed and sup-
planted with the quéc ngit (Vietnamese written with Roman letters). An
education system was introduced which was more or less modelled on
the French, but which came to include a reinvented Vietnamese tra-
dition. including a nationalist version of Vietnamese history, emphasiz-
ing national independence struggles against Chinese invaders.

The French Indochina state was geared to promote French strategic
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interests in Asia, and to generate the mise en valeur (economic exploita-
tion) of the territory. France wanted the colony at least to cover its own
expenses, but showed little interest in establishing industry. The purpose
of the colonial state was not to promote Indochina’s economic perform-
ance as such, but to promote those parts of its economy (mainly rice
and rubber) that could supplement France’s own production. This
excluded industrialization while at the same time obliging the governor
general to seek ways to squeeze as much as possible out of the local
population through taxes and state monopolies on opium, alcohol, and
salt. The imposition of the French system of mise en valeur, and the
growth of Vietnamese nationalism, required a strong police force.
Perhaps the most impressive side of the French Indochina state was the
capacity of its security police (Siireté) to control the territory through a
comprehensive system of informers and agents.” The introduction of a
security police force reporting to the government on all aspects of social,
cultural, and political life had a lasting effect on Vietnamese political
culture.

The Viet Minh Laver

The third layer is the national liberation state which could also be called
the Viet Minh state. Until 1945, this emerging state could not have a
capital, but was based on regional and global revolutionary networks,
with bases in southern China and Thailand.” From 1941, a guerrilla
movement operated across the Sino-Indochinese border. Another basis
for the emerging liberation state was organization of prison inmates, the
victims and enemies of the French security police. They moved out of
the prisons in the summer of 1945 and took up leading positions in the
new Democratic Republic together with clandestine survivors, and guer-
rillas from the liberated areas south of the Chinese border. Mandarins
and village elders were replaced by young People’s Committees. They
presented themselves as the ‘people’s power’, but perhaps the main
effect of the revolution was that a new state bureaucracy developed,
having a much greater capacity for affecting village life than had previ-
ous administrations.

It is necessary to emphasize the global outlook of this new state-
in-the-making. Until 1941, it had been impossible to establish anything
but a highly vulnerable clandestine apparatus inside Indochina. But
as Christopher Goscha has shown, the foundations of the Vietnamese

¥ See Patrice Morlat. La repression coloniale aw Vietnam 1908-1940 (Paris: 'Harmattan.
1990).

" Christopher Goscha, Thailand and the Southeast Asian Networks of the Vien
fretion, 18851954 (Richmond. Surrey: Curzon Press, 1999),

rese Revo-
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national liberation state are to be found in revolutionary networks
among exiled Vietnamese (Viér Kiéu) in southern China and north-
ern Thailand during the first half of the 20th century, who were
connected to global networks converging on Paris, Hong Kong, and
Moscow.

What remains of the third layer is a global revolutionary outlook
among elderly veterans of the Vietnamese Communist Party, and a
strong sense of affinity between revolutionary veterans and villagers.
The purpose of erecting the Vietnamese state was not only to liberate
the Vietnamese nation, but also to bring about social transformation.
This remains important since it tends to align party veterans with strik-
ing workers in foreign-investment companies, and villagers protesting
against corruption. To some extent, this reduces the capacity of those
Vietnamese decision-makers who want to combine social stability with
market-oriented reforms.

When the Viet Minh transformed itself from a liberation movement
to a proclaimed republic in ‘the August Revolution® of 1945, the state it
took over was not the Nguyen empire, but French Indochina with its
centre in Hanoi. The communist leaders somewhat reluctantly decided
to formally respect the national sovereignty of Laos and Cambodia, but
their geographical outlook continued to coincide with that of the French
colonial government which had governed Laos and Cambodia along
with the lands of the Viet (Tonkin, Annam, Cochinchina). This was most
visible in the strategies of the Vietnamese Army which, at least until its
withdrawal from Cambodia in 1989, saw all of Indochina as onc strat-
egic battlefield. The Democratic Republic of Vietnam existed in north-
ern Victnam as a de facto administration from August 1945 to December
1946, and then lost its main towns and arteries to France. Until 1954, the
revolution survived as an organization of war, again depending on
support from base areas in Thailand and. from 1950, China. In southern
Vietnam, from 1960 and Until 1975, the state also took the form of a
guerrilla organization—represented by the National Liberation Front
(NLF) and the Provisional Revolutionary Government of the Republic
of South Vietnam (PRG).

What remains of the ‘Viet Minh state” (DRV) today is not only its
international outlook, revolutionary ideology, and its veneration of Ho
Chi Minh as a man of the people, who founded a new kind of dynasty,
there is also a tightly knit party comradeship that binds the elderly elite
together, based on years of sacrifice and hardship. There is an army con-
sisting of regional and local units who do not depend on detailed orders,
but are able to act on their own initiative within the confines of general
guidelines. And there is an elaborate, almost corporatist, system of vol-
untary associations, with the task of mobilizing popular support for the
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state. It started during World War 11 as a system of ‘national salvation
organizations’ (Cuu quoc hoi) which together formed the Viet Minh
front (Viet Nam Doc Lap Dong Minh). Before the war with France the
front was broadened to become the Lien Vier, and today it is the Viet
Nam Fatherland Front which serves the function of co-opting all such
associations that do not need to be repressed, thus blocking the emer-
gence of a civil society outside the state.

The South Vietnamese Laver

The fourth layer was created by the counter-revolutionary, French- and
US-sponsored South Vietnamese state, with origins in the short-lived
Cochinchinese Republic. The latter was established on the territory of
the French colony Cochinchina in June 1946 in order to prevent Ho Chi
Minh’s Democratic Republic from realizing its designs on Cochinchina.
The attempt quickly backfired because most of the Viet population in
Cochinchina wanted national unification. After the president of
the Cochinchinese Republic committed suicide in November 1946, the
French abandoned Cochinchinese separatism and instead opted for the
creation of a new counter-revolutionary state for all of Vietnam. Still, it
was not until 1949-50 that France formally gave up Cochinchina’s inde-
pendent status and allowed it to be integrated in a new State of Vietnam
under the former Nguyen emperor, Bao Dai.

The main basis for the counter-revolutionary state was the French-
built army. Not long after the Geneva conference of 1954, the State of
Vietnam became the Republic of Vietnam, which held the territory
south of the demilitarized zone at the seventeenth parallel. The Western
sponsorship for the south-based state was taken over by the United
States in 1955, but despite sustained efforts by the world’s leading
power. South Vietnam was defeated in 1975. South Vietnam was a
corrupt, conflict-ridden, militarized state. In the years 1975-9 it was thor-
oughly dismantled and replaced with a new bureaucracy that had few
roots locally, except in the areas which had long been under NLF
control. The northern colonization created a type of social paralysis
which lasted until the late 1980s. Today, the main remnants of the South
Vietnamese state are the anti-communist networks of Vier Kieu in
France, the United States, Canada. Australia, and elsewhere who in the
1990s have renewed their ties with relatives inside Vietnam, using family
ties to promote their business interests. Several development projects
originally designed by the South Vietnamese state were also revived in
the 1990s, and in 1999 the United States opened a consulate in its former
embassy building in Saigon.

[R]
=
o

The Layered State of Vietnam
The Centralized Planning Layer

What came out of the thirty years of revolutionary warfare was the fifth
layer: a militarized, subsidized, centralized planning state, which was
nominally constructed on the Soviet model, but in fact incorporated
structures, codes of behaviour, and values from the previous layers.
Vietnam came out of the war with a proud leadership who had great
expectations of playing a prominent role in the spread of socialism
worldwide. They thought that their tightly organized Communist Party
would be able to channel the patriotic energy that had fuelled the “war
of resistance’ to construct an industrialized socialist state, with the assist-
ance from other socialist countries. But the leaders had to build on what
they had, officials left over from previous administrations, and the offi-
cers and cadres who had led the long struggles. The latter had been good
at waging war, but knew little about economics and administration. They
could not meet the expectations of a citizenry who had hoped that the
end of the war would bring a rapid relief from their burdens.

In an authoritative work on the Vietnamese economy, the state that
came out of the war is characterized as ‘weak’." As soon as analysts
started to scrape off its glittering Soviet-like surface, it became clear that
the previous layers had not disappeared and that multiple conflicts and
inconsistencies existed. The army and police were the only institutions
with a high degree of efficiency. The main weakness of the layered
Vietnamese state was in the economic and the international domains.
Under the leadership of Le Duan, the party and state became heavily
bureaucratized. with a central planning apparatus in Hanoi, a set of
state-owned enterprises that were modelled on a foreign system,'' and
a financial system heavily dependent on Soviet and East European
assistance.

Hanoi's capacity to promote Vietnamese interests abroad in this
period was hampered by its inability to avoid conflict with China while
remaining opposed to the capitalist world."” Vietnam became the enemy
of all its neighbouring states except Laos. As long as Vietnam held
troops in Cambodia (1978-89), there was no way it could regain diplo-
matic influence abroad. By 1979, the military victory of 1975 had been
transformed into a devastating civilian defeat. But for a long time this
was disguised by the state’s impressive capacity to control its citizens
down to the lowest social level. This capacity had been partly inherited
from the French system (and notably the struggle againstit), partly from

" Florde and de Vvlder. From Plan (o Markei. 4.

" Jerneck, Adjusting State and Market in Vietnan.

' Stein Tennesson. “Vietnam as a Regional Power: A Study in Failure™. in Iver B. Neumann
(ed.), Regional CGrear Powers (London: Macmillan, 1992) 179-20)3.
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Soviet inspiration, and partly from the wartime policies. Already in the
late 1970s, the party was forced to make a first retreat and accept some
market-oriented reforms, and by the mid 1980s it was no longer poss-
ible to disguise the general crisis of the centrally planned system.

The Market-oriented Layer

The institutions that are presently trying to manage the current ‘com-
modity-based multi-sectoral economy operated according to the Emwrﬁ
mechanism’—to borrow the official Vietnamese phrase—form the sixth
layer of the Vietnamese state. In the years between 1978 and 1981, _:.c
central government’s hold on the economy was loosened, EE.Q_%_.T
ences were gained that formed the basis for the far more _..h:.:n,:_ E:..ﬁ
successful reforms starting in 1987-8. Under the slogan Doi Moi,
announced at the Sixth Party Congress in 1986, an elaborate attempt
was made to transform the centrally managed mechanism of distribut-
ing privileges and subsidies into a more decentralized mechanism of
liberalizing market forces, obtaining foreign direct investment (FDI),
and taking macro-economic advice, loans, and aid from Western and
Japanese funding agencies.

What happened, say Fforde and de Vylder, was that :fm party .ﬂ:_.ﬂ_?o.ﬁ_
to changing political structures beneath it, ‘notably E.n rising state busi-
ness interest’. The main political effect of the transition was to n,:m:mc
the underlying political structure of the country ASEH_.J ﬁ.; it :ﬂ.:_@ the
state) creating an important business segment E_:w basis in .:._o increas-
ingly commercialized state sector, which had its own interests to
defend."” This involved an alliance with transnational corporations and,
notably, the regional Chinese business networks. The state had to
increase its capacity for handling English-speaking companies, govern-
ments. and international institutions. The keys to success were to learn
English and knowledge of macro-economic management. Those _,_.2.{
young and middle-aged Vietnamese who alrcady possessed such m._:_._-
ties could fill new jobs in yet another layer of the state, partly within
new agencies, partly in existing institutions, which lost relevance when
aid from the Soviet Union ceased to flow, and changed their names and
functions. The new class of market economy experts would often work
under the authority of better connected, more established, but less
qualified party cadres."

" Fforde and de Vylder, From Plan to Market, 81-2. R -

1 David Marr has noted how foreign aid can serve to ‘rescuc certain Stalinist institutions.
practices, or attitudes from oblivion™. David G. Marr, Vieutam Strives (o € arch Up (New York:
The Asia Society, 1995), 19,
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It is noteworthy that in the reform period, the party leadership did
not only resist foreign advice to privatize state-owned enterprises
(SOEs), but was also not willing, or able, to stimulate the emergence of
a strong private sector. Vietnam does not have anything resembling
either the new private sector or the township and village enterprises
(TVEs) in China. Despite certain declarations to the contrary, the Viet-
namese communist leaders endeavoured to keep the new ‘business
management layer’ inside the state. This became clear in 1995-6, when
the party rejected Prime Minister Vo Van Kiet's donor-inspired attempt
to create a more efficient regulatory state.

By the time of its Eighth Congress in June-July 1996, the party had
been consolidated on a decision that the state sector should have a so-
called ‘guiding role’. Instead of privatizing SOEs, an attempt was made
to restructure them into a limited number of general corporations. The
reason why it was financially possible to retain a strong state sector, was
the substantial inflow of foreign investment and aid, and that the central
government increased its revenues through taxation on foreign trade.'
Vietnam was pursuing an ‘export-oriented import substitution policy,
using tariffs to sustain the guiding role of the state sector.

The question now is if this can continue, or if Vietnam will be forced
to live up to its obligations within ASEAN to reduce tariffs on foreign
trade drastically. This will be required if Vietnam wants to realize its
ambition of becoming a member of the World Trade Organization
(WTO), and if it intends to satisfy the terms of the trade agreement
negotiated with the United States (but not signed) in 1999. It thus seems
doubtful that Vietnam can resolve the basic contradiction between
its attempt to retain the state sector’s ‘leading role’ domestically and
its ambition to become a global economic player. At some point in the
near future it may no longer be possible to channel budgetary
allocations and loans from the state banks primarily to the SOEs.
Throughout the 1990s, however, the state sector was given priority.
The SOEs were expanding, if not in number, at least in strength. Even
their workforce increased.

Few attempts have been made so far by the Vietnamese government
to establish a borderline between state and commerce, between a
private and a public sphere. Vietnam has developed a market economy
within and around the state. Few private enterprises have been estab-
lished, and they generally remain small. Foreign companies have been

" Despite widespread smuggling, the state budgetary revenues from foreign trade taxes
have increased from around US$100 million in the early 1990s to nearly US$2 billion in 1996,
Adam Florde, Vietmam: FEconomic Conmentary and Analvsis. 8 (Canberra: ADUKI. Nov.
1996). 8. [http:/Awww.adukicom.au]
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encouraged to invest through joint ventures with Vietnamese state com-
panies who offered ‘land user rights’ and access to political power as
their main ‘capital’. From 1988 to 1996, 63 per cent of all licensed FDI
projects were in joint ventures." When a foreign company invested in
Vietnam. it needed to establish special relations with certain sectors of
the Vietnamese state. In order to reduce transaction costs it was essen-
tial for foreign companies to find partners in the state sector and select
those with the greatest potential for remaining influential. One of the
most important elements in business competition was the quest for
access to well-placed decision-makers in state institutions.

Before concluding this description of the historically constituted layers
of the Vietnamese state, it is important to emphasize the crucial role of
the Communist Party in mediating between its layers. In the absence of
a civil society and a public political sphere where national development
strategies can be debated and compromises negotiated between various
interest groups, the party has to play the role as the principal mediator.
This has represented an enormous challenge, and much ambivalence.
The party has needed simultaneously to allow open debates among its
membership and keep the debates unknown to the public. It has wanted
its cadres to play a leading role in the economy while at the same time
avoiding being associated with particular economic interests. These
contradictions, of course, have proven irreconcilable. To some extent.
the composition of the party has reflected the layered state. The Sixth
Central Committee Plenum in January-February 1999 set as its primary
goal, in the period up to the next congress in 2001, to ‘purify’ the party.
Strict party discipline would be enforced, cadres were forbidden to voice
personal opinions in public, and an atlempt was made to root out cor-
ruption by forcing cadres to declare their assets.

The transformation of the Vietnamese state in the period of Doi Moi
represented a bold attempt to prescrve several historical legacies while
at the same time opening up to the global economy. This meant absorb-
ing foreign capital within the state sector, letting the nation be absorbed
by global capitalism. Rolf Herng has called the result a ‘sandwiched
state’, pressured both by new internal social forces and the forces of
international capitalism.'” The question is then what capacity does such

" Many foreign companies, however, have found it cumbersome to form joint ventures and
have wanted to go it alone. Thus, in the first hall of 1996, hall of the licensed FDI projects were
1009% foreign-owned. Lconomist Intelligence Unit Couniry Report. 4 (1996), 21

" Rolf Herng. “The Sandwiched State: a Theoretical Approach to Public Administration
Reform in Vietnam',in Mette Halskov Hansen and Arild Engelsen Ruud (ed.), Weak? Strong?
Civil? Embedded? New Perspectives on State-Society Relations in the Non-Western World
(Oslo: Centre for Development and the Environment. 1996),
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a state have to _.:::sz.n the development of a national and global
society, and rcsw much difference there is between what it is expected
to do and what it can actually deliver.

WHAT THE STATE IS EXPECTED TO DO

The most authoritative definition of the purpose of the Vietnamese state
nm:._uw ?EE in the constitution of the Socialist Republic of S,n:,,.“:,_
moﬂm_‘_ﬂ <_.n5m3 has had four constitutions since the Rcc_cac:, 9.n
1945. The first was adopted in 1946 and resembled the most radical
QE.:.,W for the constitution of the French Fourth Republic E:r a .:3:.
_mm_m_m:._:w. The second and third, of 1959 and 1980, were ,Eqm:m:,m: :._m
Soviet mag East European tradition. The thoroughly amended current
constitution of 1992 represents an attempt to accommodate the consti-
tution of 1980 with the necessities of the post Cold War world. The text
Hmmmﬁ:.oa from a drawn out deliberative process which went on .iE_m the
socialist camp collapsed in the period 1989-92."

n:MMMHMmMu%ﬁ,mE state, as presented in the constitution of 1992, is
unity of state and society,

a strong legislature and no division of powers

rule by law rather than of law, .

boundless responsibilities,

no room for an autonomous civil society,

e reluctant admission of a private economic sphere.

The ncnwic:c: does not distinguish between state and society. State-
m:a-moc_m@ is conceived of as an organic whole. This can be momm._ from
:wn nm,.:::co:m_w recurrent expression ‘state and society’ (nha nwéc va
xd we:. Nothing is ever said about a relationship between ‘state’ and
.mon.Q,. State-and-society is one body with certain duties and to which
the citizens have certain cr:mm:o:mmm..ﬁ:o-m:a-moaﬁw is for instance
responsible for developing such good things as sports and :Eaﬁm A..::-
n_nmm_va. ‘Citizens must fulfil their obligations to the state M:.:._, ﬁcsﬂﬁc,
(article 51), and they have ‘the right to participate in the ma_:::w:m:a:
of the state and society” (article 53). *State and socicty have _,u_m_z to
create even more jobs for workers’ (article 55). *Children are U_.c_r.n,poa

1% 5

Hién phdap Nwere Cong Hoa Xa Hoi Vier N, T
" F A T o . oi Vit Nam nam 1992 (Hd Ngi. 1992). English (rans
Sa be found In Forein Broadeasts Information Servite. mm_m‘mxxm._\__m-:&-%_ 13 May _ﬁ_w_w,
( Tuly Jw«. NVF_HM Mﬂ“me_fm_,—ﬂ__; ﬂ_w(__fm (29 April 1992 and 18 May 1992). and in Siidostasien akiuell
S : th all four constitutions (1946, 1959, 1980, and 1992) was fopi
English and French by Thé Gigei Publishers (Hanoi, 1995). . 1992) v publishied




o ANEeSSON
250 Stein Ty

cared for and educated by Sm.ﬁ_m:ﬁ_,_:wmmﬁﬁ_w m:m_.MoMMW %mﬂﬁﬁu_m_ﬂuwﬁﬂ
chapter on the family is entitled “Faminies @5= == = o ,Qm s
\als a view of society as organic, with families as cells (7€ g :
MMM mw_.n”E as a ‘system ownm_m:osm by which the ﬁ,m:w .w %M__.famww%ﬁ
people the master, and the state H:m,:a‘:.mmo« E_,,n_m:,__.www E::o,_,
tempted to draw the allegory between families m.:n_ n.r_ w._.m. __ r,.w:n_ ol
and see ‘society’ as the complete human body, with ?:,.H.: F.v mgmm ! ,u,m:?,
state as a system of bones, muscles. Jungs, nerves, and 42:% an w H“W ry
as the head, employing market forces to take care of Fm _._um .._m: wrm:
tion. This view of state and society is not m:cmnfs.ﬁ_ a_:o.. r._:aq.:“ﬂ. .
which prevails in Scandinavian left of centre politics. but :,_m, .?”w ,__”u,,_ cm
different from British, American, and south European perception:
%MMHME:O:&? the structure 2. ﬁ._:n, Vietnamese state J_w n:mmuﬂ_ﬂn”m..
ized by a strong legislature: in addition to performing 6_.. ‘Jﬂmzﬂ,&?
islative functions of a nonm:E:e_:m_. democracy the National Asse oy
elects not only its own chairman, Snm-m:m:q:m: and mmm:&:m.ocm:_i:-
tee, but also the president and vice-president of :ﬁ. state, the m::”_mﬁ::ﬁ
ister. the chief judge, and the chief prosecutor T._:._n_o. xf., It n_:T _,: :.m,ﬁ
or impeach these at any time and the prime minister :mm ”:Aﬂ_. ,EE.SW
choice of ministers to the National Assembly for mﬁﬁq,of,m : ,_w _“a..a,ﬂ:,.
that all five permanent state organs (the president of V::W,P Nvm.,js 2
ment, the Supreme People’s Court, the mﬁ..?d:_m ?bﬁrﬁ : _%“cn:,«
Control, and the National Assembly’s m:::.r:w Q.:E::an, h:_” _.__4 e
responsible to the National >mmms”_r.w. T:.w_n_cm —wm.. ,_wcv.. M:r,_ _Jwr .T
power of the National Assembly is restrained by its mem J_rﬂ f qmm ;
tion to follow the guidelines of the Vietnamese ﬁo_d:::,:w,ﬁ. : ar ty. ?:,r‘
role of the party as the ‘leading force of the state mnmﬁ_.,foﬁm_.rman:Zc
mally defined in the constitution (article 4). Yet, the Z,E:.:.m ‘ ,_ i
is not—or not any longer—a mere rubber-stamp vm_:m.:rpz e
deputies cannot defy party guidelines, but these are oﬂ,m:. cvm__ﬁ 0 e
pretation. In the 1990s, the National Assembly cxam:m.oa its :,N rz_.,_ﬁ i
least because of the growing importance of legislation. The ;__mﬁmn_
Assembly continued to meet only twice a year, but Ec,mmmm.,ﬁuw,,,wﬁm. o
longer than previously. In the .s..:ﬂ._m of a ﬁmﬁncv:«m 0 vr, ?.a e
National Assembly assumed a E:n:c_m_ as a ‘speaker’s QHJ.:.A, s e
government’s extensive self-criticism’™." Its debates even started
s ] »nso on national television. . o
m:,ﬁwﬂw ﬁ%ﬂwﬂﬁmw constitution is ambiguous concerning H:o, ﬁ.::ﬂwm_qn
of rule of law. Until the law on foreign investments was adopted in 1957,

i Tarketi > Ec ; aal of Contemporary Asia.
" Andrea Thalemann, "Victnam: Marketing the Economy™. Joure f

3 906), 2235, 338,
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legislation did not play much of a role in Vietnamese society. State
organs operated on the basis of party instructions and government
decrees. From 1987 onwards, there was a wave of new legislation, but it
difficult to gauge from the constitution if the party and government are
bound by the laws in the sense that they must operate in accordance
with them, or if the laws should rather be conceived of as means by
which the government rules society.

Article 4 makes clear that ‘all party organizations operate within the
framework of the Constitution and law’. This sentence represents a sig-
nificant concession to the principle of rule of law, but ‘within the frame-
work’ (khuon kho) does not exactly mean ‘under’ or ‘in accordance
with". Then also, in article 12, it is said that the state is to ‘manage society
by law' (Nhd mede quan Iy xd héi bang phdp ludt). ‘By’ (bdng) means
‘by means of" and seems to indicate that the law is an instrument of state
management rather than a set of binding principles. This interpretation
is strengthened by the fact that the Supreme People’s Court is directly
responsible and accountable to the National Assembly, its standing com-
mittee, and the president (articles 135, 139), and thus not a separate
institution with an obligation to verify if laws are in accordance with the
constitution, or if public institutions operate in accordance with the law.
In this context it should be added that the Vietnamese expression nhd
mede phap quyvén (literally ‘state law power’) is often ‘inaccurately’
translated into English as ‘rule of law” whereas a more proper render-
ing of the prevailing Vietnamese connotation would be ‘state rule by
law™.” (By consistently translating the expression ‘inaccurately’, liber-
ally minded people hope. perhaps, to gradually change the Vietnamese
connotation.)

In the Vietnamese constitution there are virtually no limits to the
domains of state responsibility. The goal of its economic policy is to
‘make the country prosperous’. to promote ‘economic and scientific-
technical cooperation and exchanges with the world market’ (article
16), and to ‘exercise its unified management” over external economic
relations (article 24). Among the state’s many responsibilities are to
encourage foreign investment (article 25), uniformly manage cultural
activities, prohibit the propagation of reactionary concepts and deca-
dent culture, combat superstition (article 30), preserve good morals and
customs, build *happy families with a spirit of patriotism, love for social-
ism,and a spirit of authentic internationalism’ (article 31), harmoniously
develop the various sciences to ‘devise scientific theories to support the
formulation of policies, lines and laws’ (article 37), ‘closely combine

" David G. Marr. “Vietnamese Youth in the [990s", Australian—Viemam Kescarch Project.
Waorking Paper Series. 3 (Nov. 1996),
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scientific research and training with production and business operations’
(article 38), and promote the ‘revolutionary heroism of the people’
(article 48). The constitution makes no attempt to demarcate spheres in
which the state should not interfere. Human and citizens’ rights arc
defined, but they are consistently juxtaposed to obligations and are said
to be valid only as ‘stipulated by the constitution and law’. Since state
and society are one, everything falls within the responsibility of the state.
It is quite clear that from a constitutional point of view there is no
room for a ‘civil society” in Vietnam outside the state. Only if we allow
the concept ‘civil society’ to cover institutions operating within the state,
can we speak of a legally existing civil society. The media and the many
associations that are organized in the Vietnamese Fatherland Front. and
which in the words of the constitution ‘join hands with the state’ and
‘supervise the activities of state agencies’ could perhaps be recognized
as a kind of ‘official civil society’. It has been argued that a kind of
‘creeping pluralism’ has developed. with multiple social, political, and
economic practices being beyond the reach of the government and
party. A great number of local economic and religious associations have
been established in the countryside, and not all have respected the obliga-
tion to seek registration in the Fatherland Front. Even within the Front
an increasing number of organizations have been ‘putting daylight
between themselves and the Communist Party and other parts of the
state’?' Much the same has been the case for labour unions. But in the
Vietnamese constitution and the philosophy of the Communist Party
there is no room for associational pluralism. Indeed, the party has
openly fought the pluralist tendency, adopting a vast programme (o
combat what it calls ‘peaceful evolution.” The ambition remains to co-
opt all acceptable associations within the framework of the Fatherland
Front, as a corporate expression of society within the state. Inside the
state there is some room for economic, cultural, and political renewal,
but in principle there is no room for developing a ‘civil society” that can
be autonomous from or contest the state or the Communist party.
However. the 1992 constitution does leave room for a private eco-
nomic sector as a component of the national economy. The economy is
said to consist of several forms of production organization: ownership
of the entire people (the state), collective ownership, individual owner-
ship, and ownership of ‘private persons’ (sohiru ne nhan').”” The con-
stitution emphasizes, however, that state and collective ownership are

' Benedict J. Tria Kerkvliet, *Rural Society and State Relations’ in Kerkvliet and Doug J.
Porter (ed.), Viemam's Rural Transformation (Boulder. CO/Singapore: Westvie
1995). H5-U6.

e difference between individual ownership and private pe

w Press/ISEAS,

rson ownership is not clear.
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at Ec .oc_.w. or *foundation’ (nén tang) of the economy (article 15). A
gm_n.fmcm_ is therefore to consolidate and develop the state nno:on,é..wc
that “it can assume a leading role in the national economy” (article '_8
But En state 1s also responsible for promoting the development cm
Sm private sector. The goal of state economic policy is defined so as to
v::m into full play the potentialities of all economic noamo:a,im
SQE_GW both ‘private capital and state capital economic com o:c:S,_
Q::.:. te tw han ne nhan va kinh té - ban Nha niweéc) ::.:n_n.ﬁ_av 1:4,0
,no:m:_c::: makes clear that private capital may set up trade r:ﬁ:mﬁnm
.E_wm.ocm any limit on scope and areas of operation provided :ﬁw,n:m,mmn
%Q.Z:LEV and trades beneficial to the nation and the people” (article
U.c%:c this formal admittance of a private economic sector, what we
see in :F., constitution is a vision of a functionally unbounded “z.:m The
ruling clite had great expectations for the performance of ,_.:.mn state
”ﬂ:az_amg_:% :Mc constitution in spring 1992. Economic growth :ma_u”
en taken off. How did expectations > i i )
el :” _WM%:_ expectations develop during the main growth
) To answer this question we shall look at the political report and the
:é-wmm_. plan for 1997-2001, both presented to the Eighth P:me_ Con-
gress in June 1996. Generally, they did not represent any major change
of a::cm,r in relation to the constitution. The political zu_wcn —_gc:#_ némm_.._\
mw_:mmwn::: that the country had been extricated from its 1980s crisi
situation, that the material life for the majority of :E. eople :,,:w
improved, and that the ‘commodity-based multi-sectoral onoﬂo:m 0 m
m:m.L N_nno_.n.:arm to the market mechanism under state Em:mmcﬂmwﬁﬂﬂ
being continuously built along the socialist path: “The state mnozc_:ﬁmm
sector will have to fulfil its leading role and, with the cooperative
economic sector, become the foundation of the economy’. .
Indeed. the party leaders had reason to be satisfied with their ability
to promote the leading role of the state sector, at least in ﬁ,_mm: y
terms. After a reduction from 35.7 per cent of GDP in 1987 :,u mu 5 2
cent in 1990, the state sector was reorganized. The number of ﬁ,um.a_ ,mmq
reduced by half to 6,500 through closures and mergers,” _:._Q, _‘rm,; Ww
sector then grew to an estimated 47 per cent of GDP inl o,wm = By chwxm
the number of SOEs had been further reduced to :::.:._Q,m.%c‘..u._ The

Tl e .

. E_:ﬂ,_umpm_F_:ﬂ._r__J.mw";_ﬂ_m.._,_rmu,__”ﬂ_ #_4.,___“_5 Central HHH”“HW__:CM to the Eighth Party Congress, Hanoi.

ﬁ_q_.:.:n:_ ::,c,:::_:_._.n and tasks for the :\.c?m:_z,_ @M____c;a__Jwwcmwn__”hﬁ__,"“4.,5__mr_._rcmr..”_.__.:“ﬂdmn .,_r;.m_.

nrw:.w the Eight Party Congress, Hanoi (English trans. in FBIS-EAS-Y6-147) s tommit
. :ﬂ.,.__r,_.:p:. ,.a,__i_ am: Marketing the Economy’, 329, o _

Asia Pactfic Profiles, section on Vietnam (Asia Pacific Economics Group, 1996), 319-38
130 SOEs (mainly small- and medium-sized) were equitized ::n_:ﬁ__:_m 4 which :rs?
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foreign-investment sector grew more rapidly than that of the state, but
the state sector did not have serious competition from the non-state
sector (private or collective). According to official Vietnamese statistics,
SOEs were responsible for 46.2 per cent of total industrial production
in 1998, the foreign-investment sector 31.8 per cent, and the non-state
sector only 22 per cent”’” By 1999, however, analysts expected the SOEs
to be heading for serious trouble. Domestic demand had been sliding.
Stocks had built up, and the state banks were reluctant to lend more
money to already highly indebted SOEs.™

Increased oil prices, however, and renewed international demand at
the end of the Asian crisis, saved the Vietnamese government from the
tough decisions it would otherwise have been forced to take. The
strengthening of the state sector in the 1990s does not necessarily mean
that the party achieved its aim of securing ‘a leading role’ for the state
in the national economy. What happened may rather be interpreted as
a commercial invasion of the state, with SOE managers using the gov-
ernment to promote their business interests rather than the government
using its authority to ‘orientate’ the economy. The quest for connections
inside the state became a significant aspect of business competition, and
public institutions were involved in the commercial operations of the
SOEs, instead of regulating them. Administrative retrenchment along
the lines recommended by the prime minister, Vo Van Kiet in 1995 (in
a secret letter to the politburo, which was soon leaked) could perhaps
have facilitated the creation of a more independent civil service, but it
seems that this opportunity was lost.

The June 1996 political report did not directly address the problems
caused by the commercialization of the state sector. One problem was
that civil servants started to spend much of their time and enecrgy on
extra-professional activities within the private sector (trade, banking,
tourism, etc.), thus reducing the effectiveness of public offices. Another
problem was the lack of transparency in the way SOEs obtained loans
and other allocations. Even before the 1997-9 Asian crisis, the donor
community in Hanoi was unanimous in asking that a line be drawn
between the role of the state as regulator and producer.

The political report to the party congress did note other deficiencies
of a moral kind, such as wastefulness, lack of ability to mobilize capital
from the population, corruption, and smuggling, but failed to pinpoint
the structural causes of the problems. Rather than moving in the direc-

opened to foreign investors) in the 15 months through March 1999, compared with 17 enter-
prises during 1992-7. International Monetary Fund Public Information Notice (PIN). 99/46 (8
June 1999).

7 Vietnam News Agency (19 Jan. 1999).

% Adam Fflorde, ‘Vietnam: Monthly Economic and Social Analysis. Developments in
July September 19997, (Canberra: ADL TK L Sept. 19949),
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tion of privatization (or ‘equitization’) the political report emphasized
‘:E need to create a momentum for SOEs to ‘develop their leading role
in the national economy’, and opted for new forms of collective own-
mqm:_ﬁ‘. [t complained that the ‘apparatuses of the party, state, and mass
oqmmd_xm:c:m, had been slow to reorganize, streamline, and improve in
n_cmm_:w and characterized the role of the state in the management of
socio-economic development as ‘still weak'. Many cadres and party
.Eoz,__u.c; had been ‘losing their revolutionary ideals’ and were becom-
ing “alienated from moral quality’. But, generally, the party and state had
mo__.oécﬁ_ the correct path. It was correct to reject resolutely ‘initial indi-
cations of political pluralism appearing in the party’ and to adhere
mﬂnma?m:w to Marxism—Leninism and Ho Chi Minh ideals.

Still, according to the report, administrative reform was a priority
task. A serious attempt was also made under Doi Moi. The number of
people on the government payroll was reduced by approximately 10 per
cent between 1988 and 1996, when the state employed some 2.8 million
wmo_u_.o. Wage differentiation increased drastically, but this did not make
it easier to recruit qualified personnel since even the highest salaries
a.me_:on_ ridiculously low in comparison with what one could earn from
side-activities in the ‘unofficial sector’.”’

The 1996 political report emphasized the need to strengthen the state
management role and avoid ‘letting the country drift along the capital-
ist mm:ﬂ. This also pertained to the international domain: it was seen
as important to seek multilateral cooperation within the dynamic
>m_m|wmn_:n region without being too strongly influenced by powerful
countries and clements that ‘might cause m_._.mS_um:Jx. .ﬁ:n.@mzfa was
ambitious in its expectations to the state, and the expectations were full
of .E:Emc:.aw. The state should achieve high economic growth, while
maintaining its own dominant role. It should be a dominant commercial
actor, while being vigilant against corruption. It should attract foreign
investment and gain access to foreign markets, while avoiding the con-
tamination of Vietnamese society by undesirable foreign values.

.1:5 question now is what happened to the capacity of the layered,
Vietnamese state during the period of commercialization.

WHAT THE STATE CAN PROBABLY DELIVER

It was mq.mcca above that the state in Vietnam has six historical ‘layers’.
<$::. this means is that each of six different historical periods have left
certain segments, residues, or ‘remains’ in the form of organizational

_.T . )
Thalemann, *Victnam: Marketing the Economy’, 332, 334.
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structures, codes of behaviour (formal and informal rules), and values.
The mixture of such ‘residues’ varies from one ministry, sector, or local-
ity to the next. Perhaps the main ‘residue’ is the distinct difference
between Vietnam’s three main regions, whose capitals (Hue, Hanoi,
Saigon) have all in certain periods served as the national capital. Today,
the separation between the three regions means that national politics in
Vietnam involves constant compromises between representatives of the
three regions, who at the same time may represent different sectors
within the party and state (doctrine, security, economy). There can be
no doubt that regional differences, and the constant need for compro-
mises, hampers the capacity of the government to reach clear-cut deci-
sions. This also contributed to preventing the Eighth Party Congress
from modifying the top hierarchy. The replacement of the leading tri-
umvirate (Secretary General Do Muoi, President Le Duc Anh, Prime
Minister Vo Van Kiet) with a younger triumvirate (Le Kha Phieu. Tran
Duc Luong, Phan Van Khai) was a drawn-out process dominating party
politics during 1997, and the old guard remained influential after it had
formally resigned.

It would be interesting to undertake a comparative study of the three
Vietnamese regions, of a sample of provinces or districts, and also of
selected ministries and SOEs, in order to unpack them historically,
reveal how each has been historically constituted. No one has made such
a study. Therefore, this chapter cannot systematically pursue the ‘layered
state approach’ in the following analysis of what the state can and
cannot do. Suffice it to say that any analysis reducing the Vietnamese
state to purely an authoritarian ‘party state’ or a ‘state in transition’ from
a centrally directed planning economy to a plural, capitalist society, will
be misleading. The Vietnamese state is the result of a complex histor-
ical process, with many interrupted state-building projects. The present
state-builders build on what they have, while trying to respond to new
challenges.

There are certain areas in which the Vietnamese state has had an
impressive capacity in the past, and probably retains a good capacity
today.

National Defence

The first is the capacity to resist foreign aggression against the national
territory (articles 44-46 in the constitution). This capacity was demon-
strated both by the victory against the US-backed South Vietnamese
regime in 1975 and by the staunch defence against the Chinese invasion
of January 1979. Although allocations to the armed forces were reduced

in the 1990s with the cancellation of military aid from the Soviet Union,
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and the number of troops being significantly reduced, there is reason to
believe that the ‘people’s armed forces’ have remained well trained and
organized. There are still a large number of fairly young officers with
battle training experience from the war in Cambodia. But the army has
come to depend on income from various profit-making activities. w_m:m
Zemin's attempt in 1998 to decommercialize the Chinese army has not
so far been reflected in Vietnam, where the army insists that its business
activities are a patriotic duty. Commercialization is likely to have
already deteriorated the army’s defensive capability. However, its
reputation, in combination with an improved international climate, may
be sufficient to deter foreign aggression against Vietnamese land terri-
tory. The same is not, however, the case at sea. Vietnam has spent some
of its meagre resources to upgrade its navy and airforce through pur-
chases in the former USSR, but remains vulnerable. If Vietnam was
forced to operate independently, without support from other countries
in ASEAN or the United States, its navy would not have the capacity
to resist an attempt by a better-equipped foreign power to take over the
Vietnamese-held islets in the Spratlys (Trucng Sa). To pursue its goals
in the South China Sea, Vietnam therefore depends on either Chinese
moderation, a de facto alliance with the United States, or wholehearted
support from the strongest naval powers in ASEAN (Singapore,
Malaysia, Indonesia). At present, none of the three factors seem secure.
Despite its ASEAN membership and improved relations with China, as
well as with the United States, Vietnam cannot expect support for its
claim to sovereignty in the Spratly Islands or its vast maritime zone
claims. Thus, it may be more important for Vietnam to develop its diplo-
Smﬁ.ﬂn m_:ms its military capacity, also because the latter is so much more
costly.

Social Control

The second is the capacity to maintain internal security and social
control (article 47 in the constitution). Police controls were relaxed in
the late 1980s, but remain impressive by international standards. The
Ministry of the Interior and the security service of the Communist Party
have no doubt continued to collect abundant information about pre-
sumed subversive activities. They have been good at nipping in the bud

) " The combined turnover of military-run enterprises in Vietnam is estimated to have
increased from m in 1990 to US$360 million in 1995, Carlyle Thayer, ‘Ma
Orders. The M s Directed Army-run Enterprises to restructure Operations for a
Market Economy’. The Vietnam Business Jouwrnal (Aug. 1998).

"' See Stein Tpnnesson.'Vietnam's Aim in the South China Sea: National or Regional Secur-
ity'?. Contemporary Southeast Asia. 22/1 (March 2000).
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opposition groups through preventive arrests and well-publicized trials.
So far this has been enough to deter any large-scale political or religious
protest movements, although the Unified Buddhist Church has become
increasingly bold and has received international support for its quest for
the right to maintain an independent organization.

The security apparatus was no doubt severely criticized by the party
leaders when it failed to prevent serious peasant unrest in the Thai Binh
and Dong Nai provinces in 1997. After these incidents, however, the
government made a great effort to improve its capacity to monitor
popular sentiments. The government is now also trying to implement
local democratic reforms, with Chinese-style local elections. Despite
some failures, the Vietnamese state’s capacity for social control remains
remarkable. It has not been obliged to resort to massive force in a period
where there has been widespread unrest in other nearby countries.
Social control depends. however, on the loyal contributions of local
cadre. The security services are only able to monitor what their cadre
on the local level choose to report upwards, thus the failure in Thai Binh.
The security system is not based on a small, highly centralized police
force with sophisticated technological means, but on the willingness
of local cadres to report illegal activities. There can be no doubt
that certain kinds of illegal acts are more likely to be reported than
others. A capacity for repressing political and religious dissent cannot
necessarily be translated into a similar capacity for fighting smuggling
or corruption.”” When there are local protests against local corruption,
the local cadre may not want to send reports upwards, since this could
lead to sanctions against corrupt cadres instead of repression of the

protesters.

Attracting Investment

A new field where the Vietnamese state developed capacity in the first
half of the 1990s, was attraction of foreign direct investment. Until the
adoption of the first Investment Law in 1987. the Vietnamese had little
experience in dealing with foreign banks and companies. The addition
of the state’s sixth ‘layer’ in the Doi Moi period was therefore a learn-
ing process, and a whole range of government organs both on the central
and provincial levels, with the Ministry of Planning and Investment and
the State Committee for Cooperation and Investment (SCCI) at the
apex, were geared towards obtaining foreign investment. When the
struggles over leadership succession began in 1996, and the party

2 As official imports decreased in 1998-9, muggling probably grew in importance. See
Florde, *Vietnam: Monthly Economic and Social Analysis”.
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decided to emphasize the state sector, foreign companies upgraded their
assessment of political risk, and this contributed to a reduction in the
number of foreign investment pledges. During the 1997 Asian crisis
there was a dramatic drop in foreign investment, notably in real mm::m
Eﬁ tourism. Investments in export-oriented industries continued to
trickle in, and the output from established plants was still growing. In
1999, Hanoi worked hard to find new ways of attracting w:gmﬁam:rﬁ_:a
a nc.::.mﬂ /as signed between PetroVietnam and three foreign oil com-
panies (the Indian ONGC, BP-Amoco, and Norwegian mnm:z_: for a
Cmmm.m billion project to build a gas pipeline from the Nam Con Son
mmm::n_a to southern Vietnam, and build plants for producing electric-
ity.” At the same time, Vietnam continued its close cooperation with
Russian oil companies.

A symbiotic relationship has clearly developed between foreign
investors and the reform faction in the Vietnamese government, and this
has caused adverse reactions within the party, from those who fear too
much foreign, capitalist influence. Friction must be expected to continue
and this will hamper the state’s capacity for attracting investment. The
way Vietnam handled the newly negotiated trade agreement with the
C::cg States is a case in point. After the agreement was ready for being
m_m:ma by the prime minister, Phan Van Khai and the :m.vqoa.n_oi
5.:::5 Clinton at the September 1999 Asia Pacific Economic ﬁoohuﬁ._
E_c_ﬂa>_umﬁ.v meeting in New Zealand, the party politburo failed to
sanction it, and the signing had to be postponed.™

. Thus, the capacity to attract foreign investment, which was develop-
ing _.u?.n:w in the first half of the 1990s, had been reduced by 1996, and
dropped significantly as a consequence of the 1997 Asian crisis. By early
2000, investors remain in doubt about the prospects of further market-
oriented ._.m_‘:.:,,:. and seem to be waiting for indications that Hanoi is
accelerating its restructuring of the financial sector, equitization of
SOEs, credit facilities for the private sector, and opening-up of the
domestic market to foreign competition. Capacity for attracting invest-
ment has a price.

Legislation

As a part of its drive for achieving foreign investment, Vietnam adopted
a large number of new laws. The government and the National Assem-
bly therefore had to develop a new capacity for deliberating politically

" Reuters (29 Sept. 1999),
gt e o Ay : r igie’ i
m_.;,.. m_,.._: _E:F_,_Tc:,_ Vietnam in the Asian Crisis’, in Claes Brundenius and John Wecks
(ed.). Globalisation and Third World Socialism (London: Macemillan) (forthcoming).
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about legislative matters, adopting and promulgating laws. m.:; building
institutions to implement them. The Vietnamese Communist Party, the
Fatherland Front, the local People’s Councils, and :oSEM the ,Zm:c::_
Assembly proved able to develop new political mechanisms for frank
and open debates about legislative matters. . .

Within the limits of what a one-party state can allow, a genuine polit-
ical process therefore emerged among those who were ,:.:.Q.:m_. to the
regime (i.e. party members and others nc:mae‘qmn_ _c.am:”j:m helped the
party and government to increase their capacity for taking U:E___m: sen-
timents and local conditions into consideration. when formulating their
plans. The Vietnamese layered state had never been just a Gmi.n_c.iz
authoritarian state, but had preserved strong elements of local initiative
and bottom-up influence from the time of the resistance struggles. There
was also a tradition for working out compromises—or decisions by con-
sensus—within the leading organs of the party. A broadening of the
need for compromises in the Doi Moi period contributed to creating a
larger and more disparate political elite than before. Thus, disagrec-
ments within the party could no longer be kept as secret as they used
to be. In early 1999, the party leaders found it necessary to ,E-c:m.c_‘nm
party discipline through the exclusion from the party of a é.a.n:w
popular party veteran, General Tran Do, who had been ma_,.,:nw_::.w
democratization. Shortly afterwards, a Central Committee Plenum insti-
tuted new, strict rules forbidding party members to voice their personal
opinions in public.”

Planning

One particular capacity that the Vietnamese state has retained [rom :._.r.
period of the central planning state is to establish and propagate offi-
cial plans with precise numerical goals. The :,..c-wom,_. plan for M‘cc.\..lm:c_
presented its economic growth targets as a kind of moral obligation:

We must achieve an average annual economic growth rate of 9-10 per cent. . ..
We must mobilize 21-22 per cent of GDP for the budgel. relying on the source
of tax and fees collected. ... Export value must achieve an average annual
increase of some 28 per cent. ... We must vigorously develop tourism. ... We
must renovate most of the state-run industrial establishments. ... We must
strive for about one million tonnes of sugar by the year 2000 . .. accelerate oil

“ For the reasoning behind the strengthening of party diseipline, see Ha I:n.::__ (deputy
director of the Ideology and Culture Department of the Party m.,r._::m_ ﬁ.:.:;::m..b. ne
Issues concerning the Struggle to Protect the Party’s Line and Viewpoints ._:f Noi Tap m_:,_‘
Quac Phing Toan Din, 11 (Nov. 1998). See FBIS-EAS-99-019. For the decisions of the .ﬁ. €
see the text of Secretary General Le Kha Phicu’s closing speech, posted on the website of the
Victnam News Agency (3 Feb. 1999).
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and gas exploration and exploitation and achieve the target of about 16 million
tonnes of crude oil and 3.7-4 billion cubic metres of gas by the vear 2000.

Few of these targets are likely to be reached. The party could not know
that the Asian crisis would strike in the first year of the five-year period.
Butin Vietnam’s socialist political culture—just as in some transnational
corporations—prognoses are defined as achievement goals, meant to
inspire personnel—or population. One unintentional effect of this may
be to create a kind of accountability. A business executive whose
company does not reach the targets defined, is often forced to retire, not
through a democratic decision, but by the board elected by the share-
holders. A similar fate might befall the top hierarchy of an export-ori-
ented Communist state. If the state does not achieve the targets defined,
the leaders may be forced into retirement by the party central commit-
tec. When precise goals are set, and increased transparency makes it
impossible to grossly falsify statistics, it also becomes possible to make
judgements about a government’s economic performance.

In the mid 1980s the Vietnamese Communist Party was forced by an
economic and social crisis to stake its future on a capacity for presiding
over rapid economic growth. This became much of its raison d'étre. In
1998, the party failed to realize the goals defined in the five-year plan,
but this does not seem to have affected the authority of the top leader-
ship. The reason may be that the reduced pace of GDP growth in
Vietnam (to 5.8 per cent officially, 3.5-4.5 per cent unofficially)
remained impressive by comparison to those other neighbouring coun-
tries which were in recession. Success or failure in the economic domain
is always relative. Still, it probably remains true that the future of the
Vietnamese state depends on its capacity for continuing to achieve high
economic growth. Questions must then be asked. To what extent does
economic growth result from government policies? Can a state like the
one in Vietnam have a capacity to generate economic growth?

WHAT THE STATE CAN HARDLY DELIVER

There are a number of things the current leaders of Vietnam want from
their state but which it can probably not deliver, because of self-
defeating contradictions between aims, a lack of organizational cohe-
sion within the state apparatus itself, because of resistance from influ-
ential power groups, and simply because success or failure depends on
international trends. In some cases, the perceived lack of state capacity
may be temporary or specific to Vietnam. In other cases. it is generic,
not only for the Vietnamese state, but for any state opening itself up to
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global market forces. When a state allows its economy to be :i.omn:wa
into the global economy, it increases its chances to m_n._:oé _.:,m: eco-
nomic growth, but at the same time it stakes its :m:o:.z_ future on
regional and global cycles. This means that unforeseeable circumstances
will have an effect in determining the degree of a state’s success, thus
also its perceived capacity. Governments wanting (o ensure their sur-
vival may therefore prefer to encourage the emergence of a :.m..x,_r_c
business sector with an ability to adapt rapidly to new opportunities.
The business sector in Vietnam is not known for its flexibility. Neither
is the state. Its lack of capacity for taking quick decisions, and ?:. n_.:_:-
ging priorities, is partly a result of the need to E:of party guidelines,
partly of the need to coordinate a number of institutions E_.E n__.m?_.m.:r
but overlapping functions (army, police, various economic ministries
and directorates, state banks and joint-stock banks), and the central and
provincial levels. In the 1980s, the provincial administrations increased
their autonomy, and attempts to recentralize have been half-hearted. In
order to carry out a project in a certain part of Vietnam. a company or
agency must often obtain permission and support not only :.:E the
various oreans of the central administration in Hanoi, but also from the
U:szowm_r_umc@_m,m Committee, the district People’s ﬁc::::ﬁcc..mn._a
from the army, if the region includes an area under military adminis-
tration. One does not automatically follow the other. It is necessary to
develop a vast number of connections. This increases transaction costs.

Taxation

A problem in Vietnam, as in many other countries, is the m:,.:w,,ﬁ weak
capacity for collecting other types of taxes than those on foreign trade.
Many taxes have been introduced, in 1999 even a value-added tax
A<>‘m,rv_.; the administrative capacity for levying taxes remains _:.::oa.
There has been an enormous amount of smuggling, both from China,
from Thailand through Cambodia, and by sea. And since many small
private companies obtain credit from private money-lenders 8__:.# than
official banks, a great deal of the national economy does not exist on
paper. Tax collectors have become more aggressive, but it is safe to say
that no fair or respected tax system exists. This may cause serious ___Jn,,m_
problems if Vietnam is forced to meet its pledges z:.,_. reduce its tariffs.
Donor money and loans from the World Bank, Asian Uncn_:s:i_:
Bank. and other multilateral institutions have helped the state to survive
financially. If substantial new discoveries of oil are made, the state can
solve its financial problems by taxing the oil companies, but :._._m may
further reduce the state’s capacity for making domestic companies and
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households accept the idea of paying part of their income to the state
(cf. Indonesia where villagers during the Suharto period were used to
receiving money from the state rather than contributing ro it). It will
take a long time before Vietnam has an effective fiscal system.

Savings

In contrast to other states in East Asia, the Vietnamese state has found
it difficult to induce the population to save and deposit their savings in
the banks. The savings rate in Vietnam has been much lower than in
China. Savings rates depend on popular expectations and cannot be
increased by government decree. Few instruments are available to the
Vietnamese government to encourage its citizens to save. The most
important incentives to save are high interest rates, a stable currency,
and general improvements in the banking system. Banks have paid high
interest for money deposited in the local currency, in order to discour-
age people from accumulating US dollars, but many households con-
tinue to save in gold or 100 dollar bills, and when they deposit money
in the banks, they often open a dollar account. It has been estimated
that some 30-50 per cent of domestic bank deposits remain in foreign
currency.” The reason for the general lack of trust in the Vietnamese
currency is partly that, in contrast to the Chinese yuan, the Vietnamese
dong depreciated considerably during the Asian crisis.

In addition, many Vietnamese do not trust banks. After several years
of market reforms the state-owned commercial banks still do not
operate on a normal commercial basis. For a long time they continued
to give low-interest loans to companies deemed to be valuable for social,
national, or strategic reasons rather than basing their loan decisions on
the creditworthiness of the client. The result of this is that the state-
owned sector continued to operate under a politically motivated rather
than a market-oriented financial system. In the eyes of Western and
Western-educated economists this has distorted the market mechanism.
Many private companies have been forced—or preferred—to rely on
informal lending systems (often usury), and the new joint-stock banks
have been much too short on assets. If the state-owned banks were to
become truly commerecial, and trusted, the savings rate would probably
go up, and people’s savings could be loaned out and reinvested in pro-
ductive activities.

ictnam: Monthly Economic and Social Analysis, for a thorough discussion of
banking pra sec Lisa Romdn. Institutions in Transition. A Study of Vietmamese Banking
(Stockholm School of Economics, 1995), 2781T.
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Law Enforcement

The Vietnamese state’s legislative capacity has not so far ?,.‘.c:‘:::n:mp_
by a similar capacity for enforcing the new _s.ﬁ_m.,_ he state’s _J_r_mjmm_m.,-
city for social control has not been translated into a w:.:.__ﬁ.ﬂ_?_:: _c.ﬂ
enforcing economic regulations. The Vietnamese constitution makes it
a duty for all state agencies, cadres, and state employees to ‘resolutely
m::mw_n against all manifestations of bureaucracy. arrogance, author-
itarianism and corruption’ (article 8), but since this often means to
struggle against oneself, it amounts (o no more than a call .r:. morality.
Several campaigns have been launched to n:.:._r.ﬁ corruption, TE, F._:Q
are impeded by the lack of an independent judiciary. a frec press, ,5,.;
the family-based patron—client nctworks that characterize n::cL:‘_:-
ness relations. So far, the Vietnamese party leaders have been unwilling
to create the kind of independent agencies that could disclose and deter
corruption. The last words in the five-ycar plan for 1997-2001 p.:.. not
scem to have helped much: ‘Stronger measures and better co-
ordination will be needed to push forward the struggle against
corruption, waste, and authoritarian do_:zuwcc._. in :F state _:::Pnc_:w_.:
apparatus and in state economic :ﬁﬁ::xmm,::m. ﬁ.:n fact ::w_ even
stronger words had to be expressed at the m.m:.:..,._ Committee Plenum
in 1999-2000 is more indicative of the magnitude of the :37_9: than
of a will to find the proper means to do something about it.

Donor Relations

The Vietnamese state has traditionally depended on foreign aid. and __.:m
continued to be the case in the 1990s. when ﬁﬁ:w:: became a favourite
target for donor agencies in Japan and Europe. Aid dependency 1s _,:._._n:
less than during the wars, and less than in Bangladesh E‘a many ?:.:.uw.:
countries, but it may become a problem. Reliance on aid makes it diffi-
cult for Vietnam to challenge the community of donors openly. In the
process leading up to the Eighth Party Congress :__ 1996, En party lead-
ership consulted foreign donors and, indeed. the m__ﬁr.,::i_n.nc,.ﬁm, su_.,oq
formulating reports and targets in the economic and social domains.
Crucial political documents wcre revised against Em Enwmac_a. of
criticism from the donor community. During the Asian crisis, .:F, Viet-
namese government was repeatedly cxvsmma to strong criticism :.p..::
the International Monetary Fund (IMF), bilateral donors, and foreign
chambers of commerce, for the slowness of its Em_.wﬁ-ozm:#ca,_.,wr:._.ﬁw.
Such criticisms could not be ignored. The professed goal E fighting
‘peaceful evolution’ and avoiding contamination of the Vietnamese
mentality through foreign influence is therefore difficult to achieve. The
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voung emerging Vietnamese elite has already been strongly influenced
by a globalized, liberal culture: parents educated in the Soviet Union do
not hesitate to send their children to be trained in the United States,
Australia. Europe, or Japan.

It must be emphasized, however, that the community of donors and
investors in Vietnam has not been unanimous in its views. Press com-
mentaries abroad often take the views of the IMF and spokespersons
of some major Western companies as representing the views of all for-
eigners operating in Vietnam. Most companies investing in Vietnam in
the first half of the 1990s were based in Taiwan, Singapore, South Korea,
Japan. or Hong Kong. They rarely made their views known through the
English-language press. Many of them probably derived competitive
advantage from their ability to navigate between the various layers of
the Vietnamese state, and it is not a given that they share the Western
urge for transparent and rule-oriented decision-making. Thus, the fact
that Vietnam cannot afford to challenge the communities of donors and
foreign investors does not mean it has to follow IMF advice scrupu-
lously. The IMF and the World Bank have also differed in their
approach. While the IMF has cut off loans under its Structural Adjust-
ment Facility as long as the Vietnamese government does not accept its
strict conditions, the World Bank has channelled huge loans to Vietnam,
in appreciation of the social profile of its economic policies.

Diplomacy

In the diplomatic field, Vietnam has not so far developed an impressive
capacity for promoting its economic and diplomatic interests, although
this may be one of the sectors where there was the greatest improve-
ment in the second half of the 1990s. The Vietnamese diplomatic corps
was rapidly learning to manceuvre in global financial and business
circles, but suffered from a lack of economic competence. Vietnam's par-
ticipation in ASEAN from July 1995 was expected to help it develop
capacity as a trading state, but the Asian crisis reduced the role of
ASEAN, forcing Vietnam to rely more on its participation in APEC, of
which it became a full member in 1998, and its quest for membership in
the World Trade Organization (WTQ). In the international domain, the
Vietnamese state remains weak, both because of poverty, lack of exper-
tise, and a political culture embedded in the practices of the interna-
tional socialist movement. Vietnam’s relations with Japan, India,
Australia. Europe, and the United States have been hampered by the
relatively weak position of its foreign ministry in relation to military and
party institutions who give priority to placating China, and who try to
use the Chinese model to prevent Westernization.



266 Stein Tonnesson

The international capacity of the Vietnamese state is .::59. impeded
by the current stalemate in the factional m::mm_ﬁ.é:?: ::” party and,
more generally, by Vietnam’s vulnerable mmavo_:_mm_ ﬁc.,,,._:o:../:m.:”_mq:
cannot take the risk of another military confrontation E__r.ﬂ_::m, since
it is unlikely to find a solid ally in the event om. such a oo:m_mr For some
years ahead, Hanoi is therefore likely to stake its foreign policy on main-
taining fraternal relations with Beijing.

Survival

The most important question is if the Vietnamese state has the capa-
city to survive in its present form, there are likely to be strong mo::_n_m
within the state, between security agencies and reform agencies, and
between institutions linked to rival business groups. Perhaps ::.u most
essential problem for the reformers in .S.Q:.mE today is to Qmmmc_.ﬁw
patron—client relations between the ministries .m:a .ﬂr.o, mOmm. :.m.
between institutions intended to regulate economic activities and insti-
tutions meant to carry out production and trade). As _.,.,Em as E.n polit-
ical leadership is unwilling to privatize the state companies E:%; needs
to find alternative ways of separating business from mQE_:_mP.E:::. >‘ﬁ
least the supranational donors think so. If the government _.E_m o:.::m
score (which it seems to have done so far) the enterprises will continue
to compete as much for burcaucratic E::m:nm as for M.&N:Om of the
market. Eventually, this may reduce state capacity even in ﬁ.:c sectors
where it is strong: military defence and social Q,E:c_. But it is not alto-
gether certain that a lack of state capacity will hinder economic growth.
Thailand developed considerably for many years, but to é:.i extent was
that caused by state capacity? Perhaps what we shall see in Vietnam is
a further erosion of state capacity, in combination with rapid economic
growth—both within and around the state.

CONCLUSION

The Vietnamese Communist Party purports to lead the country’s eco-
nomic development, but actually walks a tightrope between a range of
contradictory forces: efficiency and political compromise; morality E.a
corruptibility; ideology and growth; m:H_‘:m_:c:m_ﬁw::_i 2:_‘ social
control; elderly disappointment and youthful expectations: security and
active diplomacy. On all levels, party and state oﬁoﬁm_m try to strike a
balance between contradictory options and temptations. It is easy to fall
down on either side.
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What will determine the pace of economic growth may not primarily
be government policies, but the willingness of the Vietnamese popula-
tion to work, study, save, buy, and invest: the ability of managers on all
levels to organize the workforce and apply new technologies; the access
Vietnamese exports can get to foreign markets: discoveries of oil. the
readiness of donors, lenders, and investors to channel money into the
Vietnamese economy; and international business cycles. It is certainly
beyond the capacity of the state and the party to control all these
factors, and it is more difficult to influence them positively than nega-
tively. The Vietnamese government can easily destroy internal and
external goodwill by resorting to more violent repression of social,
political, and religious dissent, by spending more resources on keeping
uncompetitive SOEs afloat. or by succumbing to factional and regional
strife. To uphold and create confidence is much more difficult, but there
are influential people within the government who would do their best
to re-establish a more decisive leadership, draw a wedge between busi-
ness and public administration, strive to distribute benefits more equi-
tably, launch efforts to impose respect for the laws, channel resources
to better managed credit institutions, boost education, implement a
more active economic diplomacy, and keep donors and investors happy.
With the current momentum for growth in the Asia—Pacific region, this
may well be enough for Vietnam to extricate itself from the Asian crisis
without suffering substantial damage.

Renewed growth may give the party and government leaders more
room to manceuvre, but will also put them before new challenges. First,
the challenge from globalization and economic interaction with the
United States. If Vietnam is to live up to its pledges in its recent com-
prehensive trade agreement with the United States, and attain WTO
membership, it cannot retain its policy of export promotion with import
substitution. but must open up its market to foreign-made products.
Second, the challenge from the new generations and social class in Viet-
namese society, with different experiences and expectations from those
of their parent generation. So far, they have been patient, but the new
generation is unlikely to continue to be satisfied with the degree of
openness and democracy that the Communist Party allows today. And
third, the challenge from growing regional and social imbalances
between those who profit from economic growth, and those who remain
behind. To tackle these challenges, the state cannot just continue to add
new structures, new ‘layers’ to the inherited ones, but will probably be
obliged to carry out a more radical restructuring of the state.

To reform the Vietnamese state drastically, with due respect for the
most valuable residues of each of its historically constitutive periods,
may not be an insurmountable task. The size of the state sector remains
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modest. Between two and three million civil servants, and some (wo
million workers and employees in SOEs, is not B:n: in a country of
almost eighty million inhabitants. The state sector is not an immo able
colossus. Under a more strong-willed and popular leadership than the
present consensus-dependent triumvirate, the state could no doubt 7.@
restructured. If, however, the current leaders cos_m::w to expect :_c:
state to co-opt and manage all sources of power while %.n society is
being exposed to the powerful influence of global capitalism, the
capacity of their public institutions is bound to erode.
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China and Vietnam: Viable Socialism in
a Market Economy
DAVID E. APTER

INTRODUCTION

It is a difficult time for the few remaining socialist countries, Whatever
other concrete problems they confront, they also have been forced to
recognize that history is not linear, any more than Marxism is unilinear,
and that irreversible change toward socialism is no less a myth than
the dictatorship of the proletariat was for a transition to communism.
Perhaps this last they knew all along—hence the coercive character of
all socialist states. There may be a few people left who believe that in
the end communism will triumph. But one does not hear much from
them now. In any case, the evidence against that possibility is plain,
even among those who, forced by circumstances to be more receptive
to market principles, still reject capitalism as a preferred system. Clearly,
neither China nor Vietnam has any alternative to the pursuit of market
reforms if productivity is to continue to increase. Even a quick glance
at the condition of countries like North Korea, or Cuba (countries
whose socialism is at the highest stage of sclerosis) would show the
futility of resisting the reversibility of irreversible change. Trying to
do so would only ensure disaster. Not only does virtually everyone in
both countries now recognize that residual Stalinism is a terminal
political disease. They can hardly avoid comparisons with the remark-
able transformation elsewhere in East Asia, where, despite recent
setbacks, growth has been little short of dazzling. Nevertheless, while
liberalization has proceeded apace in both China and Vietnam, it has
been more in cconomic terms than political. L sadership in both

The purpose of this chapter is to stimulate discussion. 1t is not a research text. and footnotes
have been kept to a minimum. The material on Vietnam and China is based on visits in spring
1996 and spring 1999. respectively. My thanks are due to the Institute of International
Education which sponsored the Tatter trip,




