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Part | - Introduction

Vietnam and the ‘ontology of the Viethamese state’

For many analysts and commentators, Vietham imtegEars has been a
developmental ‘success’. The central task facimgghper is to explain the ways in
which this success is the result of past histaryneeting this task | advance a series
of arguments, many of which are perhaps rathersung. On the one hand, they
suggest that, given the historical background,néet’s recent success with a market
economy and what is widely thought to be a straategpresence was to be expected.
On the other, they should provoke reflection on lpmhtics, and what is learnt from
politics, may heavily influence developmental oum&s; in Vietham, only when
political issues, viewed in the wide, had been adégly resolved could economic
logics operate.

To start with, in thinking about the possible robéfficial policy in Vietham it is
vital to appreciate that since the emergence oaket economy at the start of the
1990s the reported state share of GDP has genaralgased This has combined
with macro-economic stability (fiscal and exterhalances), a general absence of
distortions to the main macro-economic prices (ggerates, exchange rate, price of
labour), rather fast recorded declines in poventy i@pid trend rates of growth of
GDP, including agriculture.

After the emergence of a market economy in theyd®90s political structures
controlled by the Viethamese Communist Party (VEitinued to play active roles
in development, as they have since the VCP formgalvarnment in Hanoi in 1954
(or earlier, depending upon historical interpretati For much of the period prior to
the early 1990s these roles included strong effopseventemergence of a market
economy, and | argue below that the institutionfaofily-based production and
markets that are the foundations of success sicearly 1990s appeared despite
VCP intentions: policy accepted, rather than dgyichange.

Stability with a reportedly buoyant state sectpoiscourse, so unorthodox as to
amount to a challenge to ‘development economics, $0ice standard narratives
stress the economic costs of intervention. For gtanhe ‘rent-seeking literature’
argues that the above picture is inconsistent @sttmomic logics. This suggests that
there must, if economic logics are as they mugidreof the story, be recourse to
other economic logics to explain what has happe¥ietlit is possible to argue that
development would have been better had the recatadel sector not been so
significant, not least because of arguments als@tfiects upon democratisation.
Such conclusions depend of course upon how devaopis evaluated.

But the real problem of the relevance of Vietnarotteers lies elsewhere. What
Vietnam? Whaits its ‘state’? Indeed, in normal terminology, doekate one? How
have answers to these questions been constructedfey persuasive? This is
because answers to such questions go to the Headhdems of development: what
causes it, and what determines its nature?

Vietnam is a large country, by comparison with mabwyt not by comparison with
China, her northern neighbour and, for many Vietasen the long-standing point of
comparison. She will never be a super-power, argifér from likely that her
evolving culture will ever have global significanén the eve of the Second World
War the country had been a French colony for 3rkgaions, largely populated by
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impoverished farmers, some of whom provided thebtised labour in colonial
plantations and the share-croppers who formedakeslfor the colony’s rice exports.
It was widely felt that the French presence wasewiband exploitative.

After 1945 Vietnam was caught up in the Cold Wat da-colonisation, and armed
struggle culminated in the unification of the cayninder Communist rule in 1975,
and the establishment of the Socialist Republi¢gietnam in 1976. Were it not for
this unhappy period, and the ‘Vietnam War’, theoy probably would for many be
rather unimportant to the ebb and flow of worldbig.

After 1975-76 Vietnam went through another unhapgstod, this time of an
extension of misguided ‘socialist constructiontie entire country (previously it had
only happened in the north), emerging to partiegrain capitalist globalisation
around 1990-91 as the USSR collapsed. Contraryatoyraxpectations, since then
standard indicators of development success havergénbeen very positive. This
itself is of course rather unusual, and successdab® considerable donor interest
and publicity: readers of the standard donor liteaand its supporters find that
Vietnam has thus become a ‘success story’ in adidfaH of ‘lost decades’ and
frequent fears (and reality) of ‘failed states’tHé outcomes seem by now to be good,
how did Vietnam get there? Given the issues aestabt to mention the interests of
the ruling VCP, keen like others to appropriatecess to its own wisdom and
purpose, there is debate.

Understanding Vietnamese experiences involvesilegmuch about issues to do
with the changed and contesteéaningsof terms such as ‘state’ and ‘private’.
Central to this, | think, is thabsenceof clear if not simplistic distinctions in realitg
underpin the labels of formal life. This has beexll\wut by the important and
creative senior VCP theorist of the 1980s, Dao X8am, in the idea thaln
Vietnam, the public is never entirely public, ahd private is never entirely private’

Prof Sam’s remark is not, perhaps, what might leeted of an orthodox
Communist ideologu&But it reflects the contestations and processatsappear, in
Vietnamese development and its historydédinea reasonable account. Viethnamese
development history, thus, not only argues cletirdy the struggles over definitions
of the ‘state’ are important, but also, and morpantantly, shows Vietnamese
experience in negotiating and contesting just hod/\ahy such contestations are
important. It is not, in this account, importanthase our ideas about policy say that
it should be; rather, in the historical accounteWier of collectivised farmers or
commercialising SOEs, such meanings may be workethoough an analysis that
does nopresumehat policy change is the dominant cause of dgretnt, and so
encourages us to think insufficiently about the niegs of policy and terms such as
the ‘state’.

Yet, for some, Vietham’s reported success is aald&resource, often interpreted in
mainstream terms. In part, this is because thévelgearity of developmental success
through the 1990s and on into the 2000s createghtives for interpretation of
processes there to suit the mainstream: to argié/tetham confirms lessons learnt
elsewhere. We may note various deviations fronsthedard ‘cook book’:

! Prof Sam early argued that SOEs, in their relatisith the central planning apparatus, should be
treated as autonomous agents entering into negoti@intracts with the state, thus driving a wedge
into mainstream ideas that they were an ‘orgaract pf the state (see Fforde 2007).
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The evidence that VCP support for community-basaetbpment is largely
rhetorical [Fforde 2008]. Democratisation remaireawand highly
formalised. Corruption is high and there is no ‘®Raf Law’.

The official measure of the state’s share of GDleel to grow through the
1990s, after the emergence of the market economalystayed very high
through the 2000s.

The standard ‘policy-driven change’ narrative makés sense: | will argue
that the emergence of the basic institutions ohtlagket economy is best
explained, not by policy, but by the inability diet VCP to resist important
social forces, of which commercialising SOEs arstaintented farmers in
imposed cooperatives were the most important.

If there are ‘many ways to skin a cat’, Viethampparent success poses many
guestions; the answers obtained are provocativestmalating.

Lessons from Vietnam - characterising development

Why should it be necessary to point out that goastbf ‘ontology’ are important,
and if ignored may lead to spurious and unstabliefs@

Conventional wisdom treats the politics of rurabelepment in terms of state-society
relations. This permits and facilitates treatingbpc’ and ‘private’ as separate
domains, and underpins views of change that assia@olicy is best seen as
something separate from its ‘object’: in this semselopment is then something that
is ‘done’, and arguments about correct developraadtcorrect policy more easily
linked to ‘one size fits all’ thinking, with its agmption that there are knowable and
universal solutions to the ‘problem of developmemth example of such a study is
the World Bank’s attack on ‘bureaucrats in businp&®rld Bank 1995; compare
Duckett 2001 and Dic Lo 1999 for China and Ffor@82for Vietnam)].

An extensive literature alerts the student to wayshich these various positions
have been challenged. Almond 1988 shows how ‘stateety’ analytical frameworks
were abandoned because of problems in sortingeowirically, what was ‘the state’
and what was ‘society’. Mitchell 1991 argues tlin fstate-society’ boundary is
always blurred. The ‘state’ is thus ‘epiphenomenald an effect of more
fundamental processes, for him ‘techniques of rake$ shifts the sense of agency
from a ‘state’ and towards actors such as politigia

Levine and Zervos 1993 addressed related issuestfre perspective of cross-
country regression analysis, testing whether thvene indeed robust relations
globally between ‘policy’ and ‘outcomes’ , and find almost none. Kenny and
Williams 2001 argued that this result was essdptt@used by categories: that those
typically used to generate data on ‘policy’ andttmmes’ globally entailed
assumptions of ontological and epistemological ersalism (implying that it could

be assumed that sampling was from a single populbati-forde 2005 rehearsed these
arguments, looking at citations of Levine and Zeraad arguing that the majority —
the mainstream — had failed to re-examine the assemptions highlighted by Kenny
and Williams.

These arguments suggest that reference to spegiitexts is increasingly important
to the production of persuasive arguments. Thehestl context is the focus of the
present study. Given the importance of issues ofesth to concerns about the
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consistency of assumptions of ontological univéssal this sits beside the
importance of exercising great care in the appbcabf general approaches to
Vietnam’s particular experiences.

‘Kicking away the ladder’ ... insights
Ha-Joon Chang 2002 presents us with two main ceiusis:

First, policies nowadays treated by mainstream siagvanathema were important
elements of the developmental history of many megi@nd countries now seen as
developed.

Second, most standard developmental accounts ¢ thistories do not take this
position.

For Vietham, however, an implication of Chang’s ki to do with thepolitics that
could be associated with what would widely be seegtate intervention.

The successful ‘Vietnam Case Study’ shows the actesn of three powerful change
processes that resonate strongly with Chang’s apprdChang stresses the
fundamental idea that contemporary conditions laeeesult of historical processes,
rather than their cause. In Vietnam this is cletrg/case.

These three processes are:

Institutional endogeneityOver the period studied institutions have nonbsst by
political diktat, whether of Stalinism or neo-liléism. Rather, their realities have
reflected the outcomes of various forces, withinclwhmacro political tolerance and
local efforts to improve livelihoods have been intpat.

Changing productive potential central issue to any discussion of changeas th
potential associated with any given situationhitis large, efficiency-increasing
gains to institutional change may also be large.

Changes in political mentalityApparently for cultural reasons, and also fohpat
dependent causes that | will discuss, ideas, imofuthose that may form the basis for
concerted action (part of the ‘ontology of the Vietese state’), could and did evolve
in Vietnam in ways reflecting local rather thanlggb patterns of thought.

In Part Il, the main part of this paper, | now @msa historical analysis.

Part || — Historical analysis
Overview

My discussion of the causes of the reported dewedoyp success of Vietham focuses
on the processes that led to the emergence of ketreronomy in the early 1990s.
Rural producers by then were, as they had not befme, predominantly family-
based farms that secured most inputs, and dismdsedst outputs, through markets.

This argument stresses how the VCP up until thiz klad largely sought to prevent
this from happening. As the historical process ld#d, farmers and other actors
pushed for a market economy. Various formal padiceught to rein this in by
granting tactical concessions. Crucially, thougtnirfers’ intentions generally
interacted with those of commercialisation withi@Es in ways that generated
political forces sufficient to drive through towardmergence of a market economy.
This means that it is very important to be cleaaivh meant by ‘the state’. | therefore
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start with a discussiorsection 2 — The empirical record — statistical ngrf
outcomes and how they are gauged that attemptstd mainstream assumptions by
discussing the nature of the available data.

| then move to a historical account of change $iv@sses the evolving meaning of
‘state’ and ‘private’ in terms of the structureatitiioften rather strangely) bore those
labels. | start with a discussion of periodisat{Section 3 - Periodisation — an
accounj that aims to present the reader with the maitohcal processes. This
section thus begins with a discussion of termsthadnstitutions of traditional
Socialism. It then moves on to look at five periditst, Land Reform and Classic
Socialist Construction prior to 1965; second, 19@5- wartime ‘laissez-faire’; third,
1972-1978/80 — peace, reunification and the steuggimpose Stalinist norms;
fourth, 1981-88 — the recovery of aid flows du&tuviet support and the failure to
regain socialist control over farmers; and thealfinthe period from the early 1990s
of farmers in a market economy. These lay out #scbargument of the paper: that it
is unwise to view the emergence of a market econarttye early 1990s, which
forms the basis of Vietnam’s development succesbeag policy-driven. The main
success of the VCP was in accepting this procegsan) as in countries such as
North Korea, increasing repression so as to kill it

The next sectionSection 4 - Historical performance: the statisticatord)then

looks at how the available data illustrates théohisal account. After an introduction,
| look at first at the colonial and dynastic leggcand Communist efforts in the north:
1960 to 1975; then at United Vietnam: reunificatiorthe emergence of a market
economy (1975-76 to ca 1990); then the market engneithout factor markets (ca
1990 to ca 1999-2000) and finally Vietnam’s dynaemaeergent capitalism (ca 1999-
2000 to the present). | conclude this section,esirftave by this stage presented the
reader with both a historical interpretation anchealata to back it up, with some
problems of historical interpretation.

| then finish with Section 5 ¥ietham’s developmental success and its historical
precedents.

The empirical record - statistical norms

Understanding the question of statistical normsusial to developing an empirical
understanding of Viethamese economic history. Ehizecause of the fluidity of
institutional realities compared with the fixed una of statistical categorisation — as
Prof Sam has put it, “the public is never entingljplic and the private is never
entirely private” (see above p.4). Furthermore,wag's in which the statistical norms
obscure the core elements of the historical prosesstremely important and in some
ways a lesson of wider significance.

The statistical norms reflected, in the first im&t@, not Vietnamese realities but the
ideas and intentions of the VCP. Until the starthef 1990s, these stressed the
importance to development and change of planni@d;sSand agricultural
cooperatives. They did not highlight the centrd maf tensions between
commercialised and other activities inherent indhanging nature of SOEs as they
became increasingly business-oriented, and of catipes as their farmers
increasingly managed to return to family-farmingeThext section presents a
narrative within which the positive role of SOEssyaimarily to push for the

removal of central-planning through processes airoercialisation. These processes



FAO - Vietnam Case Study — version for Aduki wed4i0/2009

were only indirectly accessed by the availablestas because they were largely
outside the framework of thought and political mttens of the VCP.

The lesson that others can learn from this, whiabk also learnt by Vietnamese
reformers, is that proactive responses are thetleaket® gauge ‘real’ change
processes. In Vietnam, this took the form of a cioiaiion of two things. First, a re-
interpretation of existing data based upon re-aslgf the situation — this is what |
do in the next section; second, creation of newa tiat suits the particular
requirements of the situation. The profound les$mma this are obvious: analysts
should get close to local change processes, anidlgsg and create data that suits
that analysis — these may well be very differentrfiwhat is available.

To take a very specific example, consider the sledgrivate plots’ within the
official and largely compulsory system of agricuétucooperatives imposed from the
late 1950s in the north. In practice, research shdearly that thextentof these
plots, and the degree to which output from themaeaded to farmers’ direct
interests, was not fixed [Fforde 1989]. A readifighe@ normative policy texts will
suggest on the contrary that it was; the privabésplvere to be no more than a
stipulated percentage (‘5%’) of the total land asad what could be done with
output from them was also laid down. In a planngdesn deviations from these
norms were, on first reading, violations to be ghei? But a reading of a wide range
of research results shows a picture of evasiorsabuersion, and attempts to get
away with more. Farmers often if not typically seeded in extending the area
beyond the norms defined down by policy, and evaedsure to deliver output to
prescribed destinations in favour of alternativest ery usually seemed to end up
being closely related to a relatively free markkdbfde 1989]. The extent of VCP
influence was thus not determined by policy, whias not likely to be implemented
as a matter of course, but by various interactiitisin which farmers’ interests
played a role. This meant that teentof the planned economy varied: there was
‘institutional endogeneity’

Such issues will influence the empirical recordehese statistical categories generally
failed to measure directly many aspects of suchgm®es. For example, since private
plots that were well above the prescribed area voereasily viewed as punishable
violations, official reports would tend to hide the

The example above relates a de facto reductioneo$tope of the VCP-sponsored
collective economy. Indeed, in the classic sodialinition, the so-called ‘socialist’
sectors were referred to as the ‘collective’ arel‘diate’ sectors. In this example
private plots are encroaching upon economic argaaded for collective operations.
In the 1980s, by contrast, SOEs were permittech¢gmge in market activities (by a
decree in early 1981), so that they increasinggdubeir assets (which were
nominally ‘state’ property) to project their econgractivities into trade relations that
very usually seemed to end up being closely relatedrelatively free market.
Managing these activities statistically again cedalifficulties, especially as at times
they were frowned upon, and part of negotiatiorissben SOEs and their superiors
[Fforde 2007]. And through the 1990s, as the difistatistical system moved from
using Soviet norms to those of National Income Aritimg, a major issue was the
division of factor income generation by sector ifiovate’ and ‘state’, for by then

2 Fieldwork in the late 1980s and early 1990s fretjyded to situations where one could ask farmers
what percentage of the village or commune’s lard$80’ land had been, and to be told, often with a
broad smile, '10-15%’ ...



FAO - Vietnam Case Study — version for Aduki wed4i0/2009

very many SOEs had become de facto joint ventegegaining within them
businesses that were, in effect, privately owndd|sivmany registered private
companies were shells for capital accumulated hg,eelonging to, elements of the
apparat, looking now for more easily managed ptyderms.

Fundamental to all these difficulties is the proemoe of ‘state’ and ‘non-state’ as
categories in all statistical systems used in \detrsince 1960 and the pitfalls
resulting from this. The only way of coping is teve&lop an understanding of the
underlying economic reality antienseeking a proper gauge of the situation by re-
examining the statistical records. This then oftens out to be both revealing and
capable of adding to the persuasiveness of thatbyecture. As | have already
argued, and as Vietnamese experience shows, sagdtep examination of realities
and readiness to debate may lead to change prea#sseed successful.

Periodisation

Terms, institutions and the historical problem — ho w to get ‘from plan to market'?

Before going into detall, it is useful to reheattse broad parameters of what
happened, not least so as to prepare the reatlrms of the language used.

As already mentioned, the modern history of VCIRKimg and actions related to rural
development really starts with the north, in thequeafter 1954 with the departure of
the French, defeated at the battle of Dien Bien d¥upite considerable US support
by a Communist-led coalition receiving consideradssistance from the Soviet bloc
(which then still included China). Given local vie\isee below), there was little real
prospect of policy deviating from then Stalinistmg, also applied in China although
with signs already present within the Communistld/of possible variation These
norms are well known, at least in outline, and tituted as clear a model of how to
‘do’ development socially, politically and economliy as contemporary neo-
liberalism.

Socially, these norms offered a clear divisionhaf population into leaders (cadres),
at the top of which was the VCP and its elite, ti@lmasses; the masses were also
seen as divided, with a group classified as statpl@yed seen as forming a leading
‘class’, especially in SOEs, in alliance with fanfiedefined as members of
agricultural cooperatives. Besides these were varather groups, varying from those
in progressive organisations, such as artisantbde cooperatives (and so in the
‘socialist’ part of society) and residual tradensl etty producers, who were seen as
backward. Social advance was to be marked by atecdise mass education and
health services, and also welfarist services sagheasions and child care. The
degree of social advance was marked by the extehivays in which these were
provided: free to those classified as state empisi/through their cooperatives to
collectivised farmers, and so on. If resources veselable to ensure that what was
promised was actually delivered, this package effenuch to a population often

% Outside of the ‘recovered territories’ taken fr@arman in the West, Poland had largely abandoned
collectives by the mid 1950s; East Germany expartaterather successfully with industrial combines
that shifted planning functions closer to SOEs.ré&lee other examples, especially that of Yugoalavi
though this was from an early date outside the &daloc.

* The reader should be aware here as elsewherelsieprs of terminology. Somebody whose
registration documents referred to them as a stapoyee could secure much of their incomes from
various other activities, and could (and this beedan more important in the 1980s) treat their SGE

a site for various ‘own-account’ activities, etcs #ith SOEs, the label may not be a good guide.
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coming from very difficult social conditions — tleehad been a very nasty famine in
1945, and widespread illiteracy that had been hamidercome by familiar
Communist mass mobilisation techniques and uskeoYtetnamese Latin script
constructed by missionaries many years earlier.

Politically, Leninism was hostile to social orgaatisns that the VCP did not directly
control through its members, and so the populatias meant to be grouped in
various Mass Organisations (MOs - Women’s Uniompteas’ Union, official Trade
Unions etc). Beyond these, free political assommtas banned. Leadership positions
in these MOs became part of ti@menklaturathe list controlled by the VCP, and
managed through the Vietnam Fatherland Front. Margiructures and practices
arose familiar from other traditional Communist otries, such as the importance of
ideological correctness, controls over the massaméue political importance of
apparatpolitics at the peak that was largely concealethfpublic view, and so on.

Besides the history of relations between the VCdPaagriculture in Vietnam at this
time there is of course the Cold War confrontatatrtjmes leading to armed conflict.
Here is not the place to go through this in deguit the origins of the post-1954
regime in a successful popular struggle againstdh@nial power arguably
corresponded to political traditions within Vietnease Communist politics, especially
in the north, that were relatively ‘broad churchtacontained rather diverse ranges of
opinions and personalities [Quinn-Judge 2003], ¢giatlis argument should not be
pushed too far.

After a period in the late 1950s that saw the bastitutions of Stalinism imposed,
and rather early experience of their problematiglications in the north, there was
then a return to armed struggle that saw the reatial large amounts of troops to the
south and endure periods of heavy US bombing. ddused much damage, though
this was arguably more than offset by economicstaste (the reader should recall
that the area was extremely poor, so that relatiksV levels of aid had major
effects). It also had important implications foratttould be called wartinaissez
faire in terms of the tolerance of deviations from rmes Stalinist norms. In any case,
as we will see, the need for aspects of these rsgwas eased by wartime assistance
that reduced the burden of the plan upon agriceiltamnd especially planners’ need to
procure food and staplés.

Economically, Stalinism required a subordinatiompadperty norms and trade
relations to the so-called central plan. Produgetke socialist economy were
required to operate within a plan expressed in ighy/serms: what to produce, what

to produce it with, where to send the resultingolig or outputs, and so on. This
typically createdralue relationan the economy, in terms of implicit trade
relationships or terms of tradend these were influenced by officially-set prices
whose origin historically had not been a need tdguesources in response to
scarcity, but to control their flows through a gymstof accounts. These value relations

® By staples here | mean rice, manioc, maize anatpes. Wheat was widely eaten but imported.

® By ‘value relations’ | mean the terms of transaiti between different sectors in the economy which
here is not a market economy. Farmers, for instasqeerience a range of incentives to participate i
different areas of economic activity; these areenqtressed through market prices, but nevertheless
exist and may be compared. For example, they cdmilhcompare efforts made for the collective
that may result in benefits (access to goods thrdhg rationing system) with alternatives (worktbe
private plot). There is no price system that simplyasures this, which is one of the reasons thersys
is relatively inefficient in a static sense.

10
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were also, though, intended to ensure that SOEe tigth profits which would form
the basis for a tax base and finance extremely fatgs of investment to drive rapid
growth.

To look ahead, this helps to explain why Vietnaike hll centrally-planned
economies moving towards markets, experienced ersdigcal crisis as
marketisation of exchange relations shifted priéessmany SOEs saw their profits in
planned (rather than market-based) activities peathe state’s tax base imploded.

In an input-driven plan mentality, the natural tendy was, given planners’
incentives, to believe that input-output ratiog(tieontiev matrix) were relatively
fixed, and so to drive the sought-for output gdipsllocating inputs. As investment
goods largely came ‘off the boat’, supplied by 8wviet bloc aid program, this
usually meant that collective agriculture was saethe sector responsible for
supplying, as cheaply as possible from the poinief of planners, food to SOE
employees and raw materials for SOEs in processotprs.

Central to the economic dynamics of the systemtheafore the trajectory of
procurement costs — what planners had to losederdo secure supplies from
agriculture as SOE and other official-recordedestamhployment rose.

The reader should recall that they are not dedlarg with a market economy; the
term ‘procurement’ (in Vietnamesthu mua) refers to the various ways in which
parts of the state secured supplies of materials {@a limited extent services) from
agriculture. These include what are close to taxesge overtly negotiated categories
such as ‘contracted deliveries’, through to whatesp rather clearly to be exchange,
such as ‘incentive sales’. Complicating the issuinat the same parties, roughly
speaking, are involved in all these relationshgasthat one can often meaningfully
refer to ‘value relations’ (see fn. p.10). Furthmarties could be, and often were, well
aware that outcomes in a particular harvest haevkran and medium-term effects:
this is at the root of Stalin’s concessions andattigins of the ‘private plots’, which
seek to trade greater access to markets for miableesupplies of resources required
by planners’ targets (which are closer to taxen 8aes) (see pp. 8 and 18).
‘Procurement’, clearly, is not at all the same achase.

Readers familiar with Soviet history (and otherd) be aware that the option of
‘forced procurement’, and its association with éts that identified and used
violence against elements of the rural populatiooh( peasants’, or some
equivalence) was available. Much experience, howeb®ws that the consequences
of such tactics were usually that the costs ton@asrose not least because of the
destruction of productive capacity in the ruraleadt is therefore important to realise
the ways in which planners’ incentives could appgeanake them act against their
own interests. The system tended to ‘suck’ resauirte forced development, to use
Kornai’s term [Kornai 1980].

It is undeniable, even if the contrary assertioofisn made, that such Stalinist
systems were capable of extremely rapid econonowtlrfor some decades. The
reasons for their slowdown are many, and debatgdlbments of these are usually
their reliance upon raw materials supplies to namgrowth rates at socially
acceptable levels despite the drag of their undeylgtatic and dynamic
inefficiencies. Static inefficiencies stem from thiays in which their institutions,
lacking widespread use of markets to generatenmdtion about economic trade-offs,
fail to compensate for this through planning tegaes as these would require
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impossible computational capacity, which requiretmemny case increased their
economies became more complicated [Ellman 1979yQgitam 1982]. This issue,
under Vietnamese conditions, was early manifegtieneconomic competition
between ‘plan and market’ experienced close-updiiectivised farmers as they
compared market opportunities with those offeredheyofficial bodies (such as
SOEs operating in staples trade) and mediateddiyithposed agricultural
cooperatives.

Dynamic inefficiencies seem to be associated vindwtays in which the system
concentrated investible resources within the pldrseztors and to be controlled (in
principle) by planners. This offered formidable oppnities for waste and unwise
decisions, not least in consequence of the pediggmof the pricing system.

This very rapid overview has | hope pointed thelezdo the key aspects of the
prescribed development institutions that domin&bechal policy until the late 1980s.
These were:

First, their strong normative character; like ndialism in its most extreme
variants, they generated high levels of somewh&twnided belief in their general (if
not absolute) applicability based upon ‘universald’ [Levine and Zervos 1993;
Fforde 2005]. Under Vietnamese conditions, thisttethe phenomenon and puzzle of
the ‘positive violation’ — how to deal with expemniees that violated these norms, yet
seemed by many criteria to be good? As in mangsdas, responses would and
could range from extreme hostility through variéoigns of ‘spin’ and include

various cunning (and not so subtle) ways of cregaticceptable arguments.

Second, the persistence within even the normatisttutions of elements of markets
and choice: this formed the basis for tensions betwplan and market’. A key
element of this were the private plots left to eclivised farmers, the output from
which was generally freely disposable on to locarkets (see above p. 8 and below
fn p. 18). These tensions led in turninstitutional endogeneitgnd so underpinned
the history of change. It explains how the markein®my that emerged in the early
1990s was theesultof how the conditions facing farmers, of whichipglwas a part,
had developed in the previous decades.

The reader should already (hopefully) by now statnderstand how it is important
to separate what could be called ideological VCinative statements from
pragmatic operational instructions (including atiae ‘turning of a blind eye’) and
the translation of them both into political praeschat could result in the
abandonment of Stalinism in the late 1980s. Thesalhcentral aspects to this study,
and grasping them throws light upon the ‘ontologyhe state’, whose members
initially adopted the norms of Stalinist totaliamism (but without all of its
willingness to have ready recourse to violencerajdinternal enemies of the state’),
but seem quickly to have realised its unreality moor SEA region facing the
gathering clouds of war with the US, and then wdrkgough the consequences in
terms of relations with the rural areas: terming tpolicy’ is far too limiting.

In the next sections | will present a descriptimalgsis of changing relations between
the public sector and rural development throughktheperiods. | will then ‘clothe’
this analysis with reference to the statisticabrec
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Land Reform and Classic Socialist Construction

In this chapter | discuss the situation prior te start of successful anti-colonial
fighting from 1945, the efforts at Land Reform a@hdn the early development efforts
of the VCP from its establishment of a Hanoi goweent in 1954. From 1964-65 the
onset of heavy fighting with the US and the Saigomernment of the Republic of
Vietnam ends a period that | call ‘Classic Soctdllsnstruction’.

Where did it all begin?

French and more modern studies tend to characteeseiral socio-economic
organisation of the heartland areas of north anttegput simply, in terms of various
institutions, most importantly ‘commune’ and ‘hobe#&l’. The rural population
tended to organise around and live within two geBeration households; a registered
household of the commune held land within it, ared its obligations to the Emperor
through it. Communes tended to be seen as to aextt self-governing.
Cultivation was largely based upon households, ahdst markets were pervasive
marketed surpluses were very low. The major patti@fagrarian surplus took the
form of taxes paid in kind. A significant propomiof the rice land of the commune
was treated as ‘communal land’ (perhaps an averbgeuarter) and was meant to be
allocated on social grounds, typically to the paod to meet communal expenses.
Many authors refer to the autonomy of the commiiséself-governing’ nature and
so on, though this still generates debates [egnikh 1999]. It is not hard to see that
inhabitants of these long-settled and in many wagkly cultured regions would be
contested in their views of markets: landlords, emdiencies to concentrate land,
were viewed as generally a threat to social stgl{gio that the bureaucracy not
infrequently would intervene, as the Communists ivdaker, to curb private
economic power based upon land); but once accessdns of production was seen
as reliable, farming households were well awarthefoenefits of exchange. It is
important here to recall Scott’'s famous argumehtsia‘moral economy’ and
subsistence entitlement in what was a very poa ggeott 1976].

The culture of the Mekong delta was very differasthas often been remarked,
lacking the concentrated communal pattern of hguamd, with abundant land
extensive landlordism accompanied share-croppignlbo 1973]. It was generally
felt that living standards for the ordinary peoplere far higher in the Mekong, and
the population settlement pattern indeed had l@®mnsouthwards, from the
population well of the northern Red River delta.

In part because of the taking of sides during the the literature on the social and
other origins of the anti-colonial struggle hasage of agendas, counselling caution.
In my opinion, one of the most reliable reflectiammsthe political origins and
implications of the early stages of processeswleae to heavily influence the
‘ontology of the Viethamese state’ is Woodside 18 1989, especially the former.
These works drew upon a body of Western literatiuae examined Vietnam'’s

colonial experiences [see also Marr 1971, 1981t} wifocus upon politics,
perceptions and also the impacts of the Frenclrepoeson rural areas and the ‘origins
of revolution’ [Scott 1976]. These works, whichratited a high level of scholarship,
in part because of the war itself, seem to havedeéd/o main conclusions.

" The 1930s study by leading politicians Truong ®@hamd Vo Nguyen Giap (reprinted 1959) had a
strong effect on many.
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First, nationalist leaders and many farmers haalgeason to view free markets with
suspicion: the impact of the increased integraitiom global markets, and the shift of
taxes under the French to a cash basis, whichdredd many farmers into debt, had
not been pleasant for many. In the overpopulatedsaof the north and centre rural
social organisation had traditionally had strongbynmunal aspects to it, accentuating
farmers’ ‘moral economy’ sentiments. Communal gtices had, it was thought,
relied upon support from the Emperor’s bureaucedmyve it, and, when this was
either withdrawn or weakened under the French biagi$ happened. Bearing in
mind that this was (outside the rice exporting arafethe Mekong) a very poor area,
with only limited existing potential for surplusmgration, capitalism very
understandably had a bad name.

Second, following on from the various politicaldigons of Vietham’s past history as
an independent nation, and accentuated by obsenvaitithe French exercise of
political power, the normative conclusion was reatthat extensive political
involvement in development through ‘a state’ haa] ahould have, an important role
to play.

Such sentiments and conclusions were common in meggns, such as Western and
Central Europe, at various points in their develepthistories [Chang 2002]; as is
well known, they were particularly widely acceptadhe period after the Second
World War when the experience of the Great Depoessias close to hand. In the
context of Viethamese Communism, however, one neesisess the importance of
the impact of the colonial presence on the rurehaiof the north and centre, and the
erosion of traditional ‘moral economy’ supportdasd was lost and local political
power became increasingly dependent upon conter @onomic resources. Granted
that the defeat of the French colonial power, whé$y/ing upon materiel from
Communist bloc members, did not require foreigopsy the incoming DRV
government from 1954 was relatively free to exaniim@ptions. Granted the
relatively favourable picture painted by the Sowvietdel and what it appeared to
offer, and that its adoption would clearly alsoexpected to generate substantial aid
flows, this generated considerable support forStadinist development mod&An
element here was the way in which the 1954 Gengreeaents, which divided the
country into the DRV in the north and the pro-Wasteepublic of Vietham in the
south, saw both China and the Soviet Union agreledat for a while) on the
importance of minimising further conflict by getithe DRV to focus upon local
development rather than upon a renewed armed $tragginst the Saigon regime.
This encouraged, correctly as it turned out, exgigxts that aid flows would be both
substantial and that conditionality would be limitso that DRV leaders would be
relatively free to adapt the Stalinist developnmaodel if they wanted to, within

limits imposed by the need to retain aid; a noaumifiar pattern. An added element
was probably also the evidence that the model cooianly generate rapid
development, but also an independent military cigypac

The stage was thus set for around a decade ofieguaation with the Stalinist
modelbeforethe arrival of large number of US troops in thelh®60s. There is then
a period of some 7 years before the Paris Agreesdd#rit972 see US troops leave,
then a lull of 3 years before the fall of the Saigegime in 1975, rather unexpectedly.
In this first decade of independence patternsrial gociety and development

8 See, for example, Vu Quoc Tuan and Dinh Van HdE98D, in a study advocating high levels of
investment and ‘rush’.
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emerged that were well-established and which ledgroundwork for the ‘breakout’
of the early 1990s.

It is worth recalling that the French departed 94, after which there was then a 3
year ‘reconstruction’ plan (1958-60) before thesEkive Year Plan (FYP) of 1961-
65. It was the lessons available from the First YR are most interesting to
understanding just how the developmental succeg®edf990s market economy
came about. The trajectory of policy and adaptatstablished in this short period, |
argue, carries through into the wartime period,réped failure of the hardline
policies immediately after reunification and thée £mergence of the transitional
structures of the 1980s.

By the start of the First FYP, relations betweenWCP and the rural population were
already not exactly those envisaged by Stalinigeligment precepts. Central to this
was the legacy of Land Reform.

Whatever Vietnamese Communist political prioritresre, it has been persuasively
argued that the basic development justificationctutectivisation within the Stalinist
model was political, given what was expected topleapwith the progress of
economic development. Bray 1983 has coherentlyear¢juat Soviet and other
development experts expected that, for land yitddsse, the average unit size of
producer would too, since there was an expectatiamcreasing returns to scale.
Such views were based upon experiences with wingabier dry crop staples in
Europe. It followed that, to prevent the increafsdth size creating, through landlords
or capitalist farmers (after the English model)some other form, a new dominant
class in the rural areas opposed to the regimee smton would be needed. This was
interpreted, as the Stalinist system was createaheian a collective farm, nominally a
cooperative but controlled by its leaders, thenmeshontrolled by the VCP through
its nomenklaturasystem.

Members of the cooperative, whose land would baéarby the collective, would
‘contribute’ their land and other means of prodowtiThis form appeared to offer the
additional advantage that, through its control augput it would be easier to
implement procurement plans. Farming families wdhlgs be separated both from
the means of producticandtheir product. Further, with the high levels of@stment
envisaged in early Soviet FYPs the ‘scarce resowas quickly felt to be the surplus
procurable from agriculture, and controlling thegjuired a tight control over the
leaders of the collectives by higher levels. Beaiimmind that collectives were most
usually based upon existing communities, the palitstruggles and tensions
associated with this could be considerable, angrnae a part of the process.

As Bray points out, there are however argumentsiiceeasing returns to scale in
rice cultivation, if they exist at all, tend to Bisible only in conditions where capital
use is considerably greater than could have beesaged under north Viethamese
conditions (such as in modern Australia). Otheryiisey are absent and growth
arguably poses far less political risks for the @Gmmist regime.

This suggests that the political links between @eed economic logics and rural
politics that appear to offer some justificatiom oviet thinking were awry in the
Vietnamese context. To jump ahead, this helps @xplaertain vacuity in the
debates. After 1975, southern cadres, hardlinleaim support for rapid development
based upon central-planning, could argue thatcihugd happenvithout
collectivisation of the Mekong delta ‘rice basketice political control did not
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require it: significant land yields could be atidnon the back of family-farm based
agriculture.

The logic of the Soviet model therefore, whetheetor, as seems more likely,
mistakenly applied in wet rice areas, led to a rfeed close control over cadres
within local communities. The chosen mechanisnth was the Land Reform, and
it is significant that this extension of VCP intiemis into villages was, in the terms
discussed here, largely a failure. As procuremesgggure rose in the early 1960s, the
VCP tolerated considerable deviation from the naivealevelopment model.

Further research work is needed here. The bald that are widely accepted tell a
story of ‘excesses’ as higher levels pushed LarfdrReteams into the villages,
seeking to ally with the poorest and marginalise@sto create a reliable base in the
villages. These became so politically intolerabiat these aspects of the Reform were
abandoned, and the VCP leader (Truong Chinh) isgtdst. Many of those who
recovered their place were people with above-aweeagnomic positions but with
good records in the armed struggle against thechrdn this way the VCP can be
seen maintaining the ‘broad church’ position memg already (p.10). In so doing
this had important implications for the future wartime, of course, use of a heavy
hand against the rural population is common, bistwlas not to happen in Vietnam.

To step back for a moment, this can also be shengh with very different
terminology, in language that adopts a ‘state-dgcapproach and presents in terms
of relationships between the state sector and denaélopment. With a Communist
regime, what is usually understood by the ‘statéaskis confusing and the questions
this terminology is intended to address need torfwerstood in their particular
context. This social system has an unusually steznghasis upon a politics that
places the VCP in a position to rule through itecli control over various institutions,
including those with a state label but also thealted Mass Organisatiohas well as
the overall system of central-planning.

Under these conditions the nature of the relatigmssbetween the VCP in its
hierarchical organisation and the rural populatgoerucial. If the VCP cannot, or
fails, to create conditions suitable to force inmpémtation of its chosen development
model then it will have to compromise.

Two sets of studies are relevant here.

First are two studies that came out of Cambridge \dkkerman 1986, using

Hyden’s notion of the importance for socialist rags of ‘capturing’ a peasantry,
maintains that under north Vietnamese conditiorsstieer poverty of the region was
crucial. Using family budget data he contended tihete was very little agricultural
surplus available, and buttressing this with argusiéhat wartime conditions
mitigated against treating the peasantry too hatsklconcluded that by the end of
the First FYP the collectivised peasants of the D&RYe indeed ‘uncaptured’. Fforde
1989 was lucky enough to use Vietnamese languagee®to examine in some
detail conflicts over resources within collectidséllages. Using an adaptation of the
‘everyday resistance’ approach, he argued thdtdhere to capture’ amounted to a
series of systematic adaptations of the collectiiasreflected the processes

° Here it may be useful to point out to the reatiat it is not just the terminology of the ‘statkat is
misleading. It is common to see the VCP dominatedd/Organisations presented, and accepted, as
civil society organisations, autonomous from ‘tkegtes [Fforde 2008].
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mentioned above (p.8J.Neither of these studies, however, could access¢tail of
local leadership that comes down, in the end, @cettient to which the VCP was
successful in establishing structures exercisitighd degree of control over village
leaders and so, hopefully, creating of them a pwwand reliable transmission belt.

From the early 1990s a number of village level esi@merged that threw some light
on these fundamental issues. Dahm and Houben E$s K&inen 1999, Luong
1992, Malarney 1993,Nguyen van Chinh 2000, Sik&@91¥Nguyen Tung Ed 1999 all
tend in different ways to show the tensions createthe legacy of Land Reform and
later VCP activities. Kleinen in particular shovinsstclearly. Nguyen Khac Truong
1991 is a well-known Vietnamese novel arguing tiatost all VCP and other formal
posts in the commune he portrays were simply thectdbof conflicts and tensions
between long-warring families. Together, these waikggest that the obedience of
lower level cadres to instructions from higher lev& the VCP tended to be highly
conditional and negotiated. Since they by definiiormed a large part of the VCP
itself, this clearly throws considerable doubt upgews that treat the VCP as an
organisation with a clear ‘top-down’ process ofrudnd instead pushes our analysis
towards consideration of the factors operatingdi@iamine what actually happened
(rather than what was written in the developmeripsaes, in this case those of the
Soviet Union) — that ignstitutional endogeneity

By 1960 and the end of the period of ‘reconstructimost of the formal institutions
of Stalinism could be seen in the DRV landscape Védry limited industrial and
financial capacity constructed during the Frenctiggehad been taken over and
turned into SOEs, subject to the planning authaitthe newly-created State
Planning Committee [Fforde 2007]. Most farmers hadn brought in to the
agricultural cooperatives. Most traders and peitljustrial and service producers had
been registered or brought into cooperatives aups’. Substantial aid from the
Soviet bloc and China had come in. But the polieyee, and the extent to which
markets should be tolerated, had been debat@dnerally, as we will see from the
data, the north Vietnamese economy at the staheofFirst FYP was one where
structures controlled in principle by the VCP doated domestic and international
trade to a very high degree; in international tralde control was almost 100%, apart
from minimal levels of smuggling.

The stage was then set for the First FYP, whichiestan 1961. Initially, this faced
rather favourable conditions. Importantly, the retto peace and the relative
abundance of aid goods meant that government fenaas in good shape. In the late
1950s popular memory recalls that at times offibiaying prices for rice werabove

10 Kerkvliet 2005 confirms these results.

M Kerkvliet 2005 examines policy development relatethe rural areas, but underestimates the
politics that required the VCP to articulate itsrooitment to Stalinism. Bui Cong Trung, later purged
presented a liberal view [Bui Cong Trung 1959 a@89?60]. See also Van Tap 1960, arguing for a
strong state but still free relations between sdatd market. Doan Trong Truyen, a survivor, gives a
nuanced position [Doan Trong Truyen 1965] — he twasmain influential through to the 1990s.
Studies like La Hien Thuan 1965, Lam Quang Huye®4ls¢how the standard line, focussing upon the
importance of procurement. Mai Huu Khue 1965 reptré positive results obtainable if farmers could
be mobilised by the cooperatives (see Pham Bai b8@#e hoped-for roles of local Party cells infsuc
areas). But the official sources show clearly trebfems faced: for example, Le Tuat 1964 repows th
declines in yields caused by collectivisation, Man Dat 1964 discusses the changing pattern of
foreign trade as the investment drive ran into fmois, and Nguyen Viet Chau chapter 7 1963 the
negative effects of collectivisation on procuremd@man Dang Van 1964 reports steep increases in the
non-agricultural rural population (as farmers triedeave their cooperatives).
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those in the free market, and some farmers hadeagjto sell at those prices. In the
light of what was to come this was a very strangmg but quite understandable in
terms of the economic conditions pertaining betbeeFYP started. Central to these
was the absence of ‘forced’ or ‘pushed’ developmeith the combination of high
levels of investment, inadequate levels of supfmonion-priority sectors, and so the
use of ‘administrative methods’ to get at food $usps.

| will present statistics to illustrate the devetmgnt of relations between VCP
intentions and farmers’ responses; naturally, tlteseonly be accessed through
statistics that refer to the so-called state seatdrrelations between it and rural
development at this time. By the end of the FYP énav, and the beginnings of a
shift to full scale war mobilisation, the situatinms clear?

First, the data shows free market prices risingvels significantly above those of
the state. The ‘value relations’ (see fn. p.10hmeconomy shiftedgainstthe VCP.
This was the result of inflation as governmentfiicafailed to maintain a balance in
relations with the residual free market. A strikindicator of this is that reported real
wages of state employees, a large share of whesels was on foodell by some
20% between 1960 and 1965, after which their resmto ‘other’ incomes greatly
increased (so that they could generate cash inctortesy food on the free market)
[Fforde and Paine 1987:94-95].

Second, paralleling the first, the institutionglod planned economy adapted in ways
that pointed towards the market economy that eadigtamerged in the early 1990s.
SOEs increased their (illegal) involvement in mésKE&forde 2007] and collectivised
farmers increased their access to land by illegattgnding their 5% lantf.

Third, in the classic response of central-plant@uch dilemmas, the share of
resources going to consumption and to rural devedoyt was increased, thus
apparently slowing the rate of investment. Thecstne of the aid program also
changed, and donors increasingly provided bothwoes goods and intermediate
inputs that could increase SOES’ capacity util@atevels.

Fourth, though this was to a large extent hiddemfrview by the slabs of ideological
debate occurring as Viethamese Communists both wéhltheir own differences at
peak level and manoeuvred through Chinese-Sowvidticts, certain fundamental
lessons were drawn. These amounted to the simpiétpat ‘there was a problem’
with implementation of the Soviet model under nortetnamese conditions.
Analyses of this problem were to differ, with thenginant viewpoints tending to be
conservative until the very early 1980s, but thenkkof this was wartime ‘laissez
faire’. Confronting intense armed struggle agaihstUS, the sorts of violence and
extreme oppression against the rural population sesome contexts did not happen
in north Vietnam.

12 5ee the statement by Pham Hung 1965.

31t is often and quite wrongly asserted that Sisiineradicated free markets, or at least sougtoto
so. This is quite false. Any decent history of theation of Stalinism will report the events, eanyhe
process, by which Stalin himself criticised ‘lefisfor their attempts to take far too high a shafre
farmers’ resources, leading to the slaughter dfesatestruction of machinery etc. In a historical
compromise, he announced that a proportion of Veaslto be left for the farmers’ own cultivation
(rather than by the collective), and the outpubrfib should be freely (more or less) sold on thelo
market. In time, these private plots came to geaexdigh proportion of food, vegetable and other
produce [Wadekin 1973 is the classic work].
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As we shall see from the statistics, the DRV diergpsignificant resources on rural
development. These included infrastructure and avgul inputs. A network of rural
support institutions was developed, drawing upanlithited French legacy, which
for the moment took the cooperatives as its dejfivarget. These included: machine
tractor stations after the Soviet model, SOEs welin irrigation and drainage, plant
protection stations (often including veterinarywsegs), seed stations (both for plants
and livestock), SOEs involved in the production digdribution of agricultural inputs
including fertiliser, pesticides and machinery, SGivolved in output processing
(though these often found that they lacked inpaotsso the aid donors who had
supplied their equipment were drawn into arrangiognmodity aid in the form of
suitable inputs, such as cotton) etc.

These structures were initially forced to adagh®situation of the early 1960s and
were then to evolve through the 1980s as commesaiain gathered pace. At the
micro level this generated a range of fascinatxygeeences as different contexts
influenced the ability and opportunity to adapto$é with ready access to market
demand and potential to adjust production to swbuld do well, and quickly;
others, less favourably placed, would not.

In the delta regions SOEs were hardly involvedgnalture directly, though they
played important roles in the hill regions, in @&each as forestry and cash crops such
as tea. The tendency here was initially to atteimget up SOEs that were essentially
modelled on extensive estates, with in-house psntg£apacity so that relatively
final products were delivered to planners, maihiptgh trading SOEs and often for
export. Similar trends were seen in SOE forestigweler, population densities in
the hills tended to rise rather fast, since thésdin of the country meant that
population saturation in the red River delta cauddonger be offset by southwards
migration and so large numbers were moved to theds part of VCP sponsored
internal migration. This led to pressures for shi@tler cash cropping, often
mediated through the agricultural cooperatives, aiwd be issued with a
procurement target that was passed on to theirfigrfamilies. Such areas of the
local economy were often particularly hard to retta farming-family control in the
late 1980s compared to others, such as rice, Bieaeofficials saw retention of
control over them as relatively profitable.

SOEs were, however, crucial in trade and the sugitgsources such as irrigation.
Interesting and varied patterns of adaptation @sden in these areas as the process
of institutional endogeneitgathered pace (see below). These processes varied
depending upon the relative attractiveness of #raqular context. SOEs involved in
external trade tended to be relatively profitalbletk in the official and local senses),
in part because, with involvement in hard commediguch as tea, they could
manipulate situations to their advantage. Thise¢ouan that cash profits would rise
fast and so push commercialisation processes. Famenefits from this of course
depended, as elsewhere, upon context, such asdoaearket information, degree of
effective monopoly etc. To look ahead, one reasomhfe success of lines such as
coffee and cashew in the early 1990s was the velatbsence of established SOEs
with close local political links and so the higlréé of competition amongst those
buying from farmers.

In broad historical hindsight, therefore, this pdrbf peace can be seen opening the
way to the emergence of the market economy, arslidsess, in the 1990s. Central to
this is the simple fact that there was developméntextremely poor peasantry had
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seen land distribution equalised by the Land Refonore or less, but had then seen
most but not all of this land collectivised. Lamonsistent with earlier patterns, was
see as combining collective with household-basedimgs, and indeed the nuclear
family was the basis for relations between the paipan and the cooperatives, and
for the private plots (the ‘5%’ land). The VCP padHor an active development of
the urban economy, education, public health arahge of support services for the
rural areas, targeted for the moment upon the catipes. It used SOE trading
companies to manage rice procurement, and maniceeteliveries, such as
irrigation.

Tasked with an ambitious Stalinist developmentgubjplanners naturally sought to
establish value relations that reduced the resatoses of obtaining food and other
inputs to SOEs, viewed as the ‘vanguard’ of sosiaonstruction. For various
reasons, debated by academics and others, thetugshs by the middle of the First
FYP was a softening of the rigours of Stalinisnigwaing for more rather than less
markets, more rather than less planned consumg@iahthis was underwritten by aid
donors, apparently keen to get the regime to fopas local development rather than
an armed struggle to reunite the country. Thigigibsition sank, as many donors
have experienced, due to the ability of the reaipie play donors off against each
other. As the Saigon regime increasingly resomeddlence to restore its own
version of order (often implying support for its mmwembers, often landlords, against
southern groups who had fought against the Frendhaken radical positions) the
VCP eventually abandoned its agreement to the G#veva compromises and
returned to armed struggle. The country then edieethe US responded with large-
scale direct intervention, a period of intenseeagle that ended with the fall of the
Saigon regime in 1975. It is worth pointing outtihreot least because the DRV was
primarily rural but also because the urban popafatended to find ways of avoiding
it, most of the northern soldiers who died in thath came from farming
backgrounds. So were most southerners, of coursg.ehcouraged the VCP’s
tendency to support rural development.

It follows from this that the basic elements of thetology of the Vietnamese state’
were already present before the end of the Fir&.mB(t the war, what happened
after 1975, and the transition of the 1980s wegeiired before the market economy
could emerge. As | have already stated, the kayeits of this were the combination
of institutional adaptation, learning, and the afiag productive potential. Central to
the last was the ways in which, as was realised®ynalysts at the time, US
bombing tended to enhance the resources availale inorthern economy because
of the ways in which aid, and local efforts, wererenthan capable of overcoming
local losses. To run ahead, it was not the wartiareage that led to the economic
crisis of the late 1970s, but the loss of this exkassistance.

1965-72 — wartime ‘laissez-faire’

This 7 year period contains years with the gredéesls of violence. US bombing
and direct military intervention confronted stroamgd sustained efforts to withstand it.
This naturally generated extreme levels of popuoiabilisation and ‘hyper-
nationalism’ as the VCP sought to win. After the dEensive of 1968 much of the
political will to continue in the US was lost, atie arrival of the Nixon
administration in 1969 pointed to the Paris Accaadd the withdrawal of US forces.
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The statistical record shows, however, that, asadly mentioned, the output effects of
US bombing were, when aid is taken into accourttsndarge (see below). Imports
helped maintain supplies to cooperatives throughiaf channels of inputs as well as
consumer goods. But there were nevertheless signifproblems in food security.
Probably the most significant aspect of this wasftlod crisis of the late 1960s. This
had two main elements, both of which were of gmagortance to understanding the
situation of farmers.

First, and here it is important to realise thatuhgan population had continued to
grow, food imports significantly increased. In etiethey came rapidly to feed most
of the urban population. This reduced the imporaoficthe cooperatives in providing
consumer goods and staples to the northern ecorsmniiiat issues of procurement
were far less important. This made it far easieafeegime still overtly Stalinist in its
development policy to accept a ‘soft’ approach trkets and family-based
production.

Second, the policy response to this was, in effediprce dominant political forces
into a theatre that tolerated wartime laissez-fain@st explicitly condemning it. In an
important historical event, at least one northeovince started to permit de-
collectivisation and a return to family-based famgiThis had been the norm in
Poland since the early 1950s, tolerated by theeddlmion, but posed more
complicated political issues in Vietham given thoditpcal direction in China, at the
time going through the insanities of the CulturavBlution. This return to family-
based farming was initially accepted by the togézahip (then Party General
Secretary Le Duan) as a ‘useful response to thgeagies of wartime’ (which it was),
but it was then condemned by his senior opponengig Chinh. The response was
to condemn it, but continue with a stance that adtex a tolerant practice, though
this meant that local politics could adopt a hamd If it wanted. The Party secretary
of the northern province was punished.

Under wartime conditions, this compromise mighvtesved as not unwise. But it is
important to realise that at this stage Stalinesteflopment and the interests associated
with it — urban and SOE employment, the bureaucrasyere not so substantial. The
overall stance of the VCP linked socialism andaratlism closely together (Nguyen
Kim Khanh 1982], and theatre was one way of comiith some of the consequences.
And it probably made relations with China easiertedrms of relations between the
VCP and the rural population, though, it perpetddke tensions between reality and
textbooks:* risking a period of policy development that souighimake things work’
rather than abandoning the pretence that markets avathema ... Very similar
tensions arise in discussions about the valueaiéption, when tariffs are clearly
anathema (though WTO tariff bounds, as Viethamwdid in the 2000s, could be
set rather high) yet much time be spent on findiexfured’ ways of supporting local
development.

Whilst it had clearly been learnt by many that iempentation of Stalinist norms in a
poverty-stricken north Vietham was problematiay#s to take time before reality
could strike home. Central to this was the dailgeslation that collectivised farmers,
working in households and retaining some produasaets in the so-called ‘minor
family economy’ not only preferred working with geassets rather than collectively,

4 These abound, such as TDHKTTC; they could even ieecontrasted with the various other sources
cited above (fn. p. 16).
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but that this was probably caused, not by adveaigewelations, but by something
more profound, related to ‘objective lawgufy lua); but to say that the market was
better than the plan was still, politically, vergky. So VCP policy continued to try to
muster whatever it could to offset the logic thaisvbeing thrust into its face,
strengthening cooperative management, introduangpticated managerial systems
and generally trying to override material incensiyEforde 1989]. Given the
underlying implicit commitment to ‘laissez-fairesyuch efforts naturally created a
practice of favourable resource supplies to chasedels, mendacity in reporting and
generally heightened theatricality.

The theatricality, perhaps perversely, opened sfmadde publication of debates,
albeit nuanced. These could draw upon the debates &irst FYP, which are
revealing, and suggest considerable reflectionimtietnal discussiofr, Central to this
was the problem of what to do with installed SO#iistrial capacity, which required
resources to operate it.

Thus, for example, Dinh Thu Cuc 1977 reports, \easty in the process, that 'waves'
to improve management of cooperatives dated fro83 Bhd end-68. The program of
enlargement of cooperatives and their closer cbdidonot result in close
management of land until 1974. She reports widespadhandonment of land in the
late 1960s.

Bearing in mind that the productive potential af thorth had increased, the stage was
set for a tussle over just how this potential cdaddealised, and to whose benefit.
Central to this as the data suggests was thevelsiticcess, despite wartime
mobilisation and destruction, of the structurahsf@rmation of the north. It had
become, compared with the start of the First FéPnfore urbanised and far more
industrialised, and this was above all a relatirengh of SOEs and the bureaucracy
(as well as health and schools).

Although many basic needs were, until national ifezation in 1975-76, largely met
through imports, without change in the overall staof development thinking the
stage was being set for increased tensions. Nygttballikely cuts in aid but also the
need to restore Stalinist growth patterns came th@dorizon. This would, following
a Stalinist logic, entail a move away from wartiliagssez-faire’ at a time when one
of the central elements driving it — the need tonta@n unity in wartime — would
have been eroded by the onset of peace. Pragnoatigromises in the early 1960s
when the needs of the non-rural population (and §®Iere far less, and war
looming, were one thing; by the mid 1970s the siturawas very different. But would
access to the high potential Mekong Delta rice agss the constraints identified by
scholars such as Vickerman 1986, permitting rapadirsst development in the united
country? Or would the response to the attemptrtoitete wartime ‘laissez-faire’,
and get southern cadres to impose the system pkcatives, with all their problems,
founder?

1972-1978/80 — peace, reunification and the struggl e to impose Stalinist norms

As the country moved towards the fall of the Saigagime in 1975, both industrial
and rural development policy remained conservativeunderlying logic in both

5 The VCP was, naturally enough, well informed thyloout of the unpopularity of the cooperatives to
their members and their frequent requests to ladna were nominally voluntary organisations [Dang
Tho Xuong 1992].
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areas was a drive to ‘make the system work’. Touk the form, in industry, of a
series of planning and managerial reforms [Ffor@@72, whilst in collectivised
agriculture various model cooperatives arose tegirethemselves as objects for
socialist emulation. Fforde 1989 offers detailedcamts of the tensions created by
the attempt to implement their centralised managesystems in cooperatives less
favoured in terms of resource allocation. See Higoyen Dinh Huan 1980 for a
Vietnamese attack on the process. These policydsétsback tdeforenational
reunification. It is important to note that bothre@eactive, both implicitly and
explicitly accepting that there were issues thaideel to be addressed.

The discussions associated with these, and pullistagerials, can easily be read to
imply that the basic issue was that of the relafa#eire of the VCP-sponsored
structures to offer better performance than the-puesent free market (and quasi-
markets). These policy sets then fed into the bstaiece of the Second FYP, 1976-
80, which had ambitious targets that implied higtes of investment and so slow
rates of growth of consumption, leading as elsee/k@tensions as the collectivised
peasantry saw value-relations turned against ifpaodurement pressures rise. It
would have been clear to many that resources dadseput by the VCP into
irrigation works, SOE fertiliser plants, etc wery given lower precedence than
priority sectors such as engineering and consbmcti

By the end of the Second FYP tensions had reacheghdevel. Southern provincial
VCP leaders refused to take the needed stepsde floeir farmers into collectives
and get control over rice surpluses. Free markeepmwere still very high, and
Chinese and Western aid cuts in response to Viégnamove to sign a Treaty of
Friendship and Cooperation with the USSR, Vietnamvasion of Cambodia and
China’s invasion of Vietnam pushed institutiondbteaking point [de Vylder and
Fforde 1996]. Out of this came the transition & #980s that eventually marketised
the economy sufficiently for it to cope well witbds of the large Soviet aid program
in 1989-90 and so enter the period of market-bgsedth that started in the early
1990s and continues today.

Though it is hard to read through the murk, itlesac that in 1978-80 there was
considerable spontaneous de-collectivisation, hadtreat of it. Many SOEs ‘broke
the fences’ of the central planning system andesiao further develop markets in
inputs and outputs that either dated from the comgses of the First FYP and
wartime ‘laissez-faire’, or, in the south, had éxtbefore 1975-76. Often, their
search for suppliers took them to negotiate diyeegith cooperatives or farmers. The
main driver of change through the 1980s was, tthgsincreasingly commercial
SOEs, equipped with VCP Cells, official Trade Urd@nd other MOs, whose
relations with the rest of the economy, largely mag of farmers, steadily shifted
from the administrative forced logic of the plarddowards market-based exchange.
Of course, this implied that their service funcidanded to reduce if they were not
commodity-based, and capable of generating a profit

What emerged from this, in policy terms, was anliekgolerance of household-
based economy in the cooperatives expressed in(M@Ryovernment) Order # 100
of January 1981. This was a compromise: contratiggavishes of many farmers
[Dang Tho Xuong 1992], the poor areas of the nartth centre were not de-
collectivised, and contrary to the wishes of mamthie bureaucracy, the cooperative
management systems were not firmly tightened, latigcsuch de facto concessions
as farmers’ ‘excess’ ‘5%’ land. Positions in th@peratives remained central to the
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localnomenklaturaand had to be paid for from the incomes of thepeoative. But
most production tasks were now meant to be caaugdby farming families. A
system of ‘contracts’ meant that a far greaterllefenarketable surplus was to be
controlled by farmers. Some tasks, however, sudtrigation, were to be retained by
the cooperative and should generate income fadeiMylder and Fforde 1996].
Granted the underlying historical trajectory, thesferms can be seen as both
progressive and conservative. Fundamental to themever, was the way in which
they legalised the deviation of reality from Statmorms that had been accepted in
the First FYP and during wartime: SOEs could neotigipate in markets legally, and
family-based farming and market-based disposatadycts were now enhanced.
This defined a ‘transitional’ model, and it is rsoirprising that, after much
conservative effort to stop it, its basic logiceommercialisation, or marketisation —
culminated in the abandonment of Stalinism andatg institutions.

1981-88 — the recovery of aid flows due to Soviets  upport and the failure to regain
socialist control over farmers

By around 1982 Soviet aid flows had largely repthteose lost from China and the
West. Strong attempts were made to rein in farnfegsdoms as laid down by the
‘transitional’ policy [Fforde 1989]. Various revais were made to the decrees
permitting SOEs to involve themselves in markest Hought to push resources into
the plan and enhance planners’ control [Fforde R0O0&t by the middle of the decade
these had largely failed to generate the sustarfatallinist growth promised by both
Soviet textbooks and various historical experienb&gcro-economic tensions led to
rapid inflation that starved support sectors ana-pioority investment areas of
resources.

By the late 1980s the VCP had committed itself toasket economy. It is likely that
this mainly reflected an alliance between libeedbrmers and a strong ‘SOE business
interest’ that was able to push for support witthi@ VCP [Fforde 1993]. The Vith
Congress of 1986 that introduced the slogan oewat' (‘doi moi') was preceded by

a U-turn in policy towards SOEs that returned ®dhanting of more rather than less
freedoms. A VCP decree in April 1988 (‘# 10) grgaduced the formal powers of
higher levels over agricultural cooperatives, prévgy them any longer from issuing
targets to them, and further increased the scofenafy-based production. In the
period immediately after this decree about hathefcadre positions in the rural areas
were terminated [de Vylder and Fforde 1986]. Butta-planning was not

abolished, and nor were the great majority of comjpess disbanded: they often
remained as ‘shells’, with residual powers ovemarsuch as cash crops, land
allocation and irrigation, offering significanomenklaturgpositions for local cadres.

The fiscal crisis of the late 1980s had a majoeafiipon support to the rural areas.
Two factors influenced outcomes until the tax b@severed in the early 1990s.

First, was the tendency for proactive responsesevpessible. This often drew upon
local resource mobilisation practices that werdlveisonable and reflected long
historical habit. Teachers in the village schotiisis, whose services were generally
highly valued and who were paid from the governniemiget, often ended up relying
upon local land allocations accepted by the localytation when the real value of
their wages collapsed and rations became unreliByleomparison, the primary
health care stations, which had relied upon a coailan of the cooperatives’ control
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over rice and subsidised medical supplies ofteiveérfrom aid imports, faced great
problems.

Second, were the ways in which these responses lodiié markets, or relied upon
markets, again where possible.

Markets as institutions are not costless to eshldr to operate, in real resource
terms. They therefore usually do not emerge, asgbar sustainable market economy,
quickly. Expert Viethamese opinion has suggestatttiese issues meant that it
would have taken, had VCP attitudes been favourabteind 5 years for the
economy to shift to one of generalised market-basetiange. As we know, it
actually took around a decatfe.

At the micro level, shifting family-farms or SOE®in situations suited to the
traditional system to those where inputs and ostpte arranged through market
exchange required major investments in resourecgangsation and cognitive
capacity. Such changes include, for farmers, actatiron of equity to cope with
risks, development of social networks suited tokeainvolvement, adjustments to
the gender and age-based divisions of labour te wotn changing economic patterns
and so on. Personal interviews at the time showatthese were vital to the
development of the micro basis for sustainable etark-or SOESs, equivalent
changes included the creation of marketing andssidpartments, development of
accounting methods that could cope with the qufterent calculations involved in
markets compared with central-planning, accumutatibequity (again in part to do
with risk-bearing), departments that could managgiisition of inputs on markets,
and so on.

Research from the micro level showed that this vesg much a process, within
which, since the overall stance of VCP policy wasservative and opposed to it until
the late 1980s, liberalisation was essentiallyatrifrom below. As an interesting
aspect to this, how should one gauge the impoc@amitibution made by the
commercialisation of knowledge transfer? A numbesignificant VCP experts, seen
as reformist and in favour of marketisation, fouhdt, as SOEs and their local
political supporters increasingly had cash withakhio pay them, they could make
valuable additional incomes by travelling around tlountry giving lectures on topics
such as accounting in a market economy (calleddiscbusiness’), how to exploit
opportunities granted by the tactical concessidready 1981, and so on. Whether
this was ‘public’ or ‘private’ seems far less imgaort that understanding its
importance to the historical change process.

These processes were not frictionless. Depending gpcumstances, ranging from
the political attitudes of local VCP politicianscathe inherent aspects of the situation,
markets formed more or less quickly. It is strikihgt, as in many other areas, it
proved difficult for farmers to arrange direct dewalith public irrigation stations,

which would have appeared mutually beneficial sioiieial irrigation fees were

very low and markets for inputs (such as sparethiomachinery) increasingly
emerged and developed. Marketisation of fertilesgat chemicals, sold through

18| draw this conclusion from a discussion with PR&an van Tiem, in my opinion the best
macroeconomist of the period. He did not publigkagy, but see his 1990 study of price reform.
"|n 1985 in Hanoi | met a man from a southern SO was in the capital to see what he could
obtain for his business; to transact, he had: domesrrency (in cash), US dollars (cash) and ceamen
(seen as a relatively low transactions cost gooddoter).

25



FAO - Vietnam Case Study — version for Aduki wed4i0/2009

markets by SOE producers, were far easier to masgge competition between
SOEs played an important role, and SOE procurepfeimte and cash crops,
originally regionally based and reliant upon delige according to the plan, often
found SOEs failing to prevent others from comingartheir territory to offer better
deals to farmer¥

It is at the macro level that, towards the enchef1980s, VCP intentional actions can
be most clearly seen as leading to important chaniges has strong echoes of
Polanyi’'s arguments about the importance of thie stepushing for national markets
[Polanyi 1975]. Until around 1988-89 markets haolvgr significantly, but local
political interests had prevented a general emegehnational markets, expressed
in terms of the perpetuation of barriers to intesyincial trade, since the province
level was the most important local political enfigyprovincial VCP Secretary

ranking approximately equal to a central governniMinister within the VCP). By

late 1989 these barriers, after intense politicélvay, had been removed and national
markets, especially for food, a reality. In thesétjgal struggles policy certainly
sought to support these processes, but more inmavtzre probably the power of
many SOEs in pushing politicians to allow themrgale nationally, and equipping
them with the resources to do so. These evenitsesjilire proper academic study.
They led into the processes of 1989-90 that saws3@ke far greater freedoms to
trade internationally.

It was this background that was fundamental tcetherging issues of the situation of
the rural areas during the 1990s and into the 200@gre were many contradictions.
SOEs originally set up as service companies, fiulhded from the budget, found
themselves struggling to generate market-basedngatrOthers came in as
commercial suppliers of inputs. Others still trtednaintain control over valuable
crop surpluses against heavy competition as expsihess was opened up to direct
trade by SOEs not originally set up to do so. Naitynstate bodies that were not
SOEs but had some control over productive assetseans of exchange came into
emerging markets as players. For example, vetgrstations, or plant protection
stations, sought ways to sell services to farmeits; the value of official salaries
collapsing, and with resources often very poorlijagtd, it is easy to understand just
why this chaotic period was also a very positive.on

Central to this process, however, which the reat®y now appreciate, is the
dominant role played by a range of social forces @nactices that present themselves
to many observers (and were referred to in theseteems) as the ‘state’. The reader
may wish to argue that it is misleading to say thabmmercialised SOE of the type
that had grown up in the 1980s was ‘state’ in amynal meaning of the word. |

would not disagree, far from it, but hope thatalseount | summarise here shows that
such entities were what they were, and their positis-a-vis the VCP was very
different from that of many businesses that prekat private. They were also very
different from notions of administrative sluggiskeehat are associated with the idea
of ‘bureaucrats in business’ (see above p. 5). &stles are at the heart of the
‘ontology of the Vietnamese state’. Certainly itsargot until the late 1990s that the
official data shows a significant entry of privatmpanies, and FDI invested
companies did not generate employment above aaguara million until the end of

18 There are many fascinating histories here. Thieusgpublished PhD thesis of Regina Abrami
compares these processes in Vietham and Chinauclimg that the Chinese Party was in many ways
far more effective at encouraging these procegsesmmi 2002].
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the 1990s. ‘Markets were made’, and political opjas broken, by commercialising
SOEs, all managed, of course, by good Communistaywith good war records.

Yet, to return to my remarks earlier about the fEobof categories, how should one
treat a group within an SOE established to pros®kds to farmers who mobilise
capital to set up a fruit tree nursery, use SOEtads run it, and pay a share of profits
to ‘big fish’ within the SOE so that they can gregslms and enter the timber
business? Is this ‘public’ or ‘private’, and, artadglly, what does the answer imply?
Vietnam’s development accomplishments from the $986ad the successful
transition to a market economy give voice to thisgjion.

From the early 1990s — farmers in a market economy  and towards the emergence of a
Vietnamese capitalism

The precise details of the emergence of a marketauy in 1989-91 need not
concern us here. A powerful driver was the losthefSoviet aid program, which
meant that the allocation of it through the plardefinition stopped, kicking away
the most important prop to the planning system tviaras anyway in a losing battle
with the market for control over domestic resour@ag this operated upon a
situation where the basic institutions of a madainomy (though not of a capitalist
economy, nor of a normal policy-making state) hadrbcreated; but not by the VCP.

To understand the relationship between rural dgwveént and the so-called state
sector it is important to take stock of the backeh The two key VCP decisions that
had marked the retreat from Stalinism in the rarahs (Order # 100 of January 1981
and Decision # 10 of April 1988) did not order IbY&P officials to return to family-
based farming, for both referred to the need tsgmes and strengthen the
cooperatives. But they reduced the costs of organan a family-farm basis both to
farmers and to local political leaders who caredupport them rather than the VCP
‘line’.

It was not a normal private business sector thdtdnaven the transition of the 1980s,
nor had there been a clear ‘policy-driven de-ctiNesation that had allowed farmers
to escape from their cooperatives: indeed, mostetooperatives still existed. In the
Mekong, of course, they had never played an importade. Central to the process
were the SOEs and their commercialisation, drawipan logics of institutional
adaptation and ‘mongrelisation’ going back to tivstF=YP in the early 1960s. This
meant, in caricature, that farmers found that geyuired markets but lost reliable
supply of public goods. The institutional enviromhthat surrounded them was one
where various issues would be hard to confront téhspontaneous pattern of
institutional change that had proven so succesgsfile 1980s transition. The VCP
had succeeded by ‘getting out of the way’ of mastetd commerce, but the push had
come from SOE business interests and their aliegpod VCP members. This
meant that a new ‘ontology of the Vietnamese stateild be required to cope with
changing conditions and new issues. But with easyut gains still to be had from
the liberalisation of the economy, these woulderaerge too quickly. This was
because it took time for important institutiongdaom.

The society that emerged in the early 1990s wasillyeafluenced by its origins. It
lacked factor markers — markets for land, labou @apital — and the VCP was still
wary of the political implications of them. In tharal areas, before Western aid
started to finance large-scale surveys, the VCRIis iesearch suggested, as Bray
might also have shown them, that what they woulgelseen as political opposition,
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especially at local level, was limited. Output gathd not seem to be associated with
too much of an increase in the scale of produatiaits. Yet farmland remained ‘the
property of the people’ and care was taken to st@wpace by which land could be
bought and sold legally (illegal practices weretgqanother matter, but it was thought
that VCP political power — either exerted direaythrough intermediary structures,
labelled as Mass Organisations or the ‘state’ iccbe used more easily to cope
here). And the existing system of public banksady well-used to commercial
finance of SOESs’ market activities, was kept inceland protected, initially, from
competition whether from foreigners or new ‘privdianks.

All this, of course, was to do with the path toapitalism, and not least how long it
was to be. Fundamental to this was the extent iohwthe VCP, having got rid of
Stalinism, could and would also get rid of its Ltmam. Whilst the driving force of
change through the 1980s had been the SOEs, witiefa (more or less) safely
inside their cooperatives in the north and cemtice inder close political control
through other mechanisms in the south, clearlygghimould be very different once a
recognisable private sector emerged, and farmaredtto cope with areas where
markets were lacking by setting-up non-market iastins, such as the informal
farmers’ groups that started to emerge from the 18@Ds [Fforde 2008]. It is
interesting that the patterns of land distributo redistribution in the ‘old’ regions
of the north and centre seem to reflect contin@@mmer respect for local collective
institutions, especially that of land-access. Astimer areas, issues of equity and risk
still seemed important and capable of explainingpsut for institutions that
prevented emergence of what mainstream thinkingdwaew as proper property-
rights [e.g. Kung 2000].

In this we therefore see, though still not too digarocesses that redefine the
‘public’ both in terms of the ‘state’ and local camnities. The latter are reported in
the village-level studies already mentioned (abp\e).

From the end of the 1990s, therefore, we startéatlse emergence of a Vietnamese
capitalism, and discussions of a potential newtigslassert that the state’s role may
become, in a mainstream sense, ‘normal’. Fromtims we observe a recognisable
private sector emerge, capable of securing itdaapirough start-up funds, bank
credits and, later in the 2000s, the issuing ofeshaBy this time labour is generally
hired on markets, and land markets are also seiffidor, with various provisos,
businesses to obtain land for their operations.

We find an increasingly textured rural society antture (religion, festivals ...), with
mounting migration and, in some areas, processksdfloss that are both positive
and negative. Some farmers sell land to capitakse livelihoods; other to pay off
debts and fall into simple manual labouring.

The VCP increasingly pushes resources into the aneas. This is partly due to
severe rural unrest in 1997, itself caused in therhy farmers fed up with cadre
gouging and corruption related to development ptsjthat are jointly financed by
them and the local budget. This push has outcomeeged by many as both successes
and failures. It is in part the result of a poltieconomy where the main share of
government tax revenues comes from with the HCM arel so, combined with
revenues from crude oil exports, must then be alkxtby central level political
structures; the VCP’s Central Committee contaiagaat of the structural balance of
the VCP’s practices, a high number of provincialR/Rosses who thus call for
resources for their own local development, with e@uccess.
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These resources largely flow through the same aianinat had undergone the
trauma of the 1980s. Electrification of the runadas is rather successful and is co-
financed from the local government budget and dleallpopulation. Resources again
flow back into Primary Health Care (PHC) and ediocatbut with problems of
corruption, in part due to the commercialisatioagbices of the late 1980s. Similar
problems face suppliers of subsidised serviceggands, with tensions between
divergent interests and the discovery that lodalrests remain capable of
outweighing higher-level instructions. There armmemotable successes, such as
Integrated Pest Management (IPM), but large programeh as extension work are
often very difficult to implement. Similar issuearcbe found in the activities of
SOEs, happy to take subsidies but often not targie at implementing their
targets. SOE export marketing is often a soura®ofplaint. And so on.

Fundamental to this picture is the political sitoat Unlike most countries that
emerged from Stalinism to market economies, Vietagnlitical revolution was
within the apparat, and focussed upon the SOEs. SOE&e@inalties fought off the
recentralising tendencies of the early 1980s ang wWee prime movers of the
commercialisation process. In the late 1990s, thergence of the private sector was
in large part simply a reflection of the desiramdny interests in or associated with
SOEs to gain better control over their equity (emdllow it to make better profits). It
follows that the ‘ontology of the state’ posed miggooblems. For farmers to get their
concerns onto policy-makers’ radar screens requnedlitics where there were
recognisable policy-makers responsive to theiresis and with access to political
authority. One would then be able to think in tewha state that was ‘doing
development’. | think it is reasonably clear tHare was not too much of this in the
account | have given. There is no simple expressiopolicy’ that explains just why
the VCP and SOEs were so important to Vietnameseeia’, nor why, historically,
they owe SOEs and their commercial interests schmtius is why formal politics
remained Leninist, squatting heavily on attemptagsociate that could push signals
onto radar screens; and it also why acceptanagainal farmers’ group$’ which

by the mid 2000 were very dynamic, occurred irligiak local level whilst they were
still anathema to central level policy-makers [B@®2008].

Historical performance: the statistical record

The numbers

| turn now to the numbers. These will illustrate tirgument, and will show how
much Vietnamese rural development owed to the cuesees of VCP adherence to
the extreme ‘statism’ of Stalinism. It will alsoak how this debt has to be seen in
historical context: the VCP’s period of allegiariodraditional socialism caused
many problems for farmers, but it had two maindristl roles:

91t is clear from much research that there remagigtensions between tfermal ‘new-style
cooperatives’ (NSCs) introduced and pushed by #ye/From the mid 1990s and thdormal

farmers’ groups (IFGs) that appear to have stadepow strongly into various institutional spades
the rural areas from the early or mid 1990s [Ffd2@@8]. The reader should be aware that these
tensions appear to have been resolved at locdlbgwdirectives to commune Party leaders that they
should be accepted and monitored with a light toudfilst at national level, largely supported by
donors, the NSCs rather than the IFGs were ‘omatar screen’ and targets of support. This sitnatio
is quite understandable, if regrettable, and sdikely to slowly correct over time. In this sen$eds
have been said by Vietnamese experts to be ‘lé&@’ cooperatives but quite different from the
officially-sponsored NSCs (whose managers receiigtds to state pensions for their time in post).
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First, it greatly enhanced the productive poterdfadgriculture, though realising this
potential was entirely another matter.

Second, the period saw SOESs’ crucial historica mildestroying the central-
planning system; only they — the ‘state sector’erenpolitically strong enough to do
this. Although in doing so they followed very siarillogics to the adaptations we find
in collectivised agriculture, they had far greaielitical power. Unravelling the full
legacy of this, and obtaining the political changeeded to secure effective state
support for development in general and rural dguakent in particular, remains a
task unfulfilled at the time of writing.

The colonial and dynastic legacies and Communist ef  forts in the north: 1960 to 1975

Various French studies show the deep poverty dhraord central Vietnam in the
1930s. Attempts to measure this are somewhat grbahpresent themselves most
vividly into the historical record in mid and latee 1950s, when the VCP’s DRV, as
part of its gathering development thrust, startegenerate its own statistics. These
show how Land Reform and peace combined to genshairp increases in staples
availability from very low levels.

Table 1 shows how per capita staples availabiligerfrom a cripplingly low 211 kg

in 1954 (paddy equivalent) to average an equivaléatound 15-20 kgm per capita
(milled rice equivalent) in the second half of ##50s. The reader may wish to bear
in mind that wartime rations were around 12 kggagita per month, with higher
levels for manual workers. The reader may also wadtear in mind that at low levels
of subsistence rice-growing cultures will often stilnte low-grade staples (such as
manioc, maize and potatoes) for the preferredagcthey get close to raw subsistence
levels. This is suggestive since the crisis ofithe 1960s, when food aid started to
arrive in large volumes, do not coincide with a jum the non-rice staples share. But
what seems to have happened is that the influehoeoperative control over
production from the early 1960s managed to pusthiggratio, but then failed to jack
it up any higher under wartime ‘laissez-faire’.

It is important to realise, though, how the devetept programs of both the First
FYP wartime had increased the productive potenfitthe region. Fforde 1989
(p.213) gives averages for per capita staplesathility from domestic production;
these show that theeclinebetween 1960-65 and 1973-75 was limited - fronuado
16 kg/cap to around 13. Given the extent of warttlestruction this is impressive.
The same source (p.214) gives volume data on Simadtaid to the DRV. This
started to become significant in 1968 and by 193 3v@s running at around half a
million tonnes a year (mainly wheat and wheat flJo@rude calculations would
suggest that this would have fed, on basic ratipedaps 3-4 million people. There
is no reliable data that | know of on Chinese faati

These simple figures show the basic fundamentalseofegion’s poverty. | now turn
to look at data on structural change and on indreatf the extent of support to
agriculture during this period. Though often overlay later efforts, the vestiges of
investments in areas such as agriculture and catpeinfrastructure can still be
seen in the northern countryside today; theseestarnent to the efforts made, for a
population that, at the end of Land Reform in thdye1950s, was extremely poor.

Table 2 shows the gathering burden upon agricu({turat least the potential burden,
since aid was to ease it).
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To start with, we see that near 1.4 mn people mathémsecure jobs in what was
recorded as the state sector between 1960 and A83ind 2/3 of these were in non-
industrial state employment (some of whom wereoimstruction, which grew rapidly
to cope inter alia with wartime destruction). Wilausible dependency ratios it
seems clear that these people were largely feddny did.

This important conclusion is supported by the akdéd data on procuremefitThis
shows what would be expected, which is a falliegdr in staples but rising trends in
many cash crops. Given what is possible, no mhatterunpleasant, under Stalinist
systems, the levels of procurement were low, arglsignificant that they were lower
as a percent of reported output at the end of ¢hiegh than at the staft.

The combination of the structural development efribrth in terms of changes in
employment, urbanisation and industrialisation tteanefore be seen to have created
important increases in demand for agricultural atitpat were as yet unresolved
through increases in local supply, despite theifsogimt increase in potential, to
which | now turn.

On the supply side, as | have argued that the ¢hguist before and during the First
FYP had seen the VCP invest rather heavily in aitice [Fforde 1989:19]. SOEs in
agriculture — the ‘state farms’ - were never paittdy important, apart from in
upland areas, where they tended to focus upon sixtenash crops such as tea, and
also in the forestry sector, where they createghge of problems that often remain
unresolved to this day. However the VCP also ireeg#t a range of support services
to agriculture (see above p.19), supplied eitheruph SOESs or through official
service bodies, which also shows up in the datasThe VCP’s development effort
can be seen increasing the production potentidl Gioéctly and indirectly, and as
already discussed the creation of markets throgti®80s had a range of effects
depending upon the extent to which the goods arvices associated with these
efforts could easily be commoditised.

Table 3 presents data about this and shows signtfiacreases. Although it is not
easy to analyse, data from a range of sources sthatvthere was substantial
investment in SOEs intended to process agriculppnaducts, some of which were
intended for export. Such SOEs typically operatddw levels of capacity utilisation.
If they were intended to met local demand, aid defi@quently found themselves
under pressure to supply inputs, such as cottoexttes, that ‘should’ have been
sourced domestically. Such supplies were not ali@yiscoming and these increases
in installed capacity could lead to considerabissiens, as planners sought to obtain
supplies of the required SOE inputs from collesid agriculture. This added to the
problem that obligatory membership of cooperativas associated with unattractive
exchange opportunities, but it also created oppdrés for relatively cheap output
gains if exchange opportunities were improved, as W@ happen in the 1980s when
marketisation could and did exploit this potential.

20 By this is meant the total of all deliveries te tate, and so includes various categories ranging
from taxes through to ‘incentive sales’ for whiehrhers received valuable goods in return [Fforde
1989]

L Note, however, that sources such as Dinh Thu @@ tite Party research as showing a substantial
decline in areas, which I interpret to mean thatéhwas significant mendacity in reporting.
Nevertheless, the population and food imports datmests that, whatever the true situation, wartime
laissez-faire and food aid meant that collectivifsdhers were relatively lightly taxed.
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A range of data shows the macroeconomic tensiaee. farket prices had risen by
1975 to levels around ten times those of the $ktede 1989], and data on income
sources and spending by cooperative members atiedestgloyees shows rather
clearly the absence of a situation where the “statg¢ld dominate exchange as it
should have had Stalinist texts been followed eoldiiter. For example, only in one
year (1972) did the data report ‘state controlimadre than half of cooperators’
purchase of merchandise, and the share in thairdbproduct sales at no stage
reached more than 40% [Fforde and Paine 1987:2B[& T&9]. Cooperators’
incomes from their subsidiary economy (the so-dab&6’ land) were always more
than half of the total [idem p.229 Table 137].

United Vietnam: from reunification to the emergence of a market economy (1975-76 to
ca 1990)

The Second FYP (1976-80) sought to end wartimeskx-faire’ and combine an
imposition of the Stalinist system upon the souith\a& tightening-up in the north.
This failed and ended with introduction of changethe VCP’s position that
conditionally extended permission to extensive $tMélvement in markets,
culminating in the demise of central-planning & émd of the 1980s. This was a
complicated and messy process, which is naturalginas it was not driven by any
‘blue print’ or simple policy set, yet amountedtb@ replacement of central-planning
by a market economy. Understanding the compleXith® process is not helped by
accounts that want to stress the importance ofcpoland so ignore the issue of the
‘ontology of the state’ and impose a straitjacketsocial and political analysis,
passing over most of the detail of what happeredfdrethe 1986 Vith VCP Congress
that introduced thdoi moiideas (‘policies’).

But for present purposes much of this detail isaf@reat importance, and what is
significant has already been presented. From atigai@re point of view, perhaps the
most significant single indicator of this proces$ig 1, reproduced from de Vylder
and Fforde 1996:172. This shows clearly that thi ishvalue relations (see fn p. 10)
facing farmers in the crucial area of staples adgliso that reports of official
purchases could be said to suggest that the ‘stai®’paying about the same amount
for its rice as farmers. This data hides a veryewmhge of exchange modalities (see
p.11).

The data suggests that this happened in two ‘wavésst, through 1981-82, in the
aftermath of the 1979-80 crisis, and then throu@B6188. It is essential to realise that
this adjustment reflects far more than simple petiaven adjustments to official
prices, but rather the overall process of evolutiom a centrally-planned to a market
economy. Also, the Figure also shows cleantg\gersalin the period 1981-84, when
the struggle to oppose re-imposition of centrakplag was at its height.

This Figure also maps rather clearly the basicopésation - the failures of the
immediate post-reunification period, when the ‘segee on farmers increases, the
recovery in the very early 1980s that then stalig] then the recovery of the push to a
market economy in the late 1980s. It is obvious$ Y@P advisors could conclude that
a situation where planners reported paying pripgsaximately equal to those

offered by the free market marks a shift in thedbogy of the state’. Only once this
has happened (or is close to happening) may itaappural that farmers and
consumers be linked by markets. VCP political mgetion then shift to focus upon
issues of overall market stability, food securityglao on, which can now be related,
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in a familiar manner (for us), to issues of ‘markalure’. Without these overall
prerequisites, discussion of ‘policy’ in standaedhts would have been rather
meaningless.

This perspective makes it far easier to understamat was happening to the overall
food balance. Table 4 shows this. This suggestslglthat associated with the
changing nature of value relations (the abilityp&y prices close to those on the free
market) the state was able to procure higher tagmag

Looking at the value relations in this way, whitle analysis in earlier pages suggests
is the central issue, shows the fundamentals afgdhn@rocesses as being to do with
exchange. Against this, we can now examine whathappening to output, yields

and productivity. Table 5 shows how per capitalsgputput shifts from very low
levels felt to be well below subsistence (see alm\a9 for a discussion of wartime
rationing levels) to far healthier availability tugh the period. With rising

population, yields rise far faster.

Data on relations between the ‘private’ and ‘noivgie’ sectors are available. On the
output side, Table 6 shows how by 1988 SOEs hdtedhheir sources of inputs
supply from reliance upon the cental-planning tasanarket relations. Farmers,
from a starting point at the end of the 1980s witery had extremely limited market
relations with processors, had by the end of tleade secured participation in
markets. It is obvious that these markets had besated, ‘pushed’ by SOEs
struggling to preserve rights granted in 1981, ‘@antled’ by farmers keen to secure
better opportunities. On the eve of the loss ofi@mid, therefore, value relations
had, in these important areas (and recall theré#dted to staples above), become
dominated by relatively free markets. It is therefoot so surprising that through
1989-91 the Vietnamese economy could and did atjsstnd relatively smoothly to
the reductions in aid and the need to use marketsadst transactions in inputs and
outputs (excluding factors of production — landhdar and capital).

Whilst | know of no data that measures the propagiof SOE output including
agricultural input supplies that was by 1988 besolyl on markets, there is indirect
evidence. This is simply the fact that SOEs wesas avell documented [Fforde

2007], operating dualistically: sales on free mtgkeere needed to match purchases
of inputs on markets, whilst transactions with piteen were carried out separately.

This was naturally offset by the trend to shifto@ses to more attractive areas,
typically those involving the markét.This means that to secure the reported levels of
inputs through markets SOEs would have of necebsigy increasing the extent to
which they supplied inputs through markets.

A market economy without factor markets (ca 1990 to ca 1999-2000)

With the emergence of a market economy use oflekltames far more conventional
(or rather, familiar to those like us). Centraitystarts to make sense to measure
aggregate economic activity in terms of total fasbcome generation — that is,
through National Income Accounts. Such data becanws available and more
reliable through the 1990s, and there are sommptgeto construct historical
estimates.

Table 7 shows the evolution of agricultural outpgasured through GDP and its
share of total GDP. Overall, this shows healthygaiorresponding to substantial

22 As the vernacular put it — the ‘outside foot inder than the inside foot ...".
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increases in farm level factor income generatiancé&land ownership was relatively
flat, in part due to the US-inspired land reformsghe south before 1975 as well as
Communist Land Reforms (especially those in théh)@nd then relatively equitable
land re-allocation as the power of cooperatives gvaatly reduced in the late 1980s,
this meant that any surpluses that would have gwiendlords tended to go to
occupiers.

A productive family-based agriculture shows, in [Eab, its capacity to continue to
generate rather fast GDP growth rates throughoisributions to rapid export
growth. This naturally eases off towards the enthefdecade as other export
categories come on stream. But this effect is nthbkehe positive response of
agricultural exports to the disruptions of the 1#&Tan Financial Crisis. The trend
rate of growth of sectoral GDP is rather fast.

Table 8 gives data on various sources of suppatired areas. Here we may still
assume that the dominant business entity in thetsstees is still SOEs, with the
addition of some large FDI invested plants in heiadystry.

From the end of the 1980s there is no longer ahgiafdata on procurement.
However, by the end of the 1990s the emergencactdf markets and a more
normally operating market economy can be seen gfrtloe results of the 2001
Rural, Agricultural and Fishery Census [SO 2003].

Table 9 shows the way in which the various SOEscurasi SOE service units
directly relevant to agriculture, and dating to the Stalinist system, had survived.
Note also how the total employment even at that ahathe business sector directly
involved in agriculture was very low, at nearly 30@0 in a country with a total
population near 80 million. This of itself suggettat the SOE-oriented stance of the
1990s had only limited developmental results. Tthgeswas thus set (since factor
markets had by then developed) for the rapid expar a relatively normal private
sector, supplemented by foreign companies, in @892

In this situation, the main driving force for demeient is the combination of family-
based farming with pervasive markets. With VCP catmnt to this, as a re-
orientation of its commitment to development withihich it is to play a central role,
that role naturally has then to change. This wadedf out in three main ways: the
emergence of increasingly focussed activities dipgear as recognisable ‘policy’,
with tax and aid resources to back them up; presestongoing change within the
existingstructures originally set up under the traditioGtdlinist system to support
collectivised agriculture that had themselves gbineugh various processes of
transformation in the 1980s (and earlier); andeimergence of quite new activities
suited to the radical differences between the nta&enomy and what had gone
before.

‘Policy’ starts to emerge, in part because the eiagkonomy itself encouraged far
clearer VCP thinking about its relationship withe¥fiamese society. If Stalinism
seeks to be totalitarian, dominated by ideas ofrogrthen market economies far
more naturally encourage ideas of the governanselgécts, through law,
frameworks and incentive structures. ‘Policy’, mat it seeks to attain certain ends
through interventions that influence incentivegrnivecomes more recognisable. In
the early 1990s the VCP appears to have still lgeeatly beholden to SOEs, and it
was not until the middle of the decade that agticels problems secured great
attention. By this stage, too, a few years of rapavth and stability had probably
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increased VCP and more general confidence in dpredat after the chaos and rapid
changes of earlier years. At the same time exter=intact with aid donors and study
of developmental efforts in other market econorhi@d occurred. Also, with the
country still very poor and with the internal pm# of the VCP relatively effective, it
was inevitable that the political influence in Bentral Committee of the (majority)
poor rural provinces should have arisen. A finahpceasy to forget, is that the
overall historical processes that | have been d&agr especially the relative lack of
violence, suggests that VCP developmentalism, coimdpipersonal interest with
normative ideas of what it was and is to rule antgulike Vietnam, would have been
- and was — relatively responsive to popular camgesind so supportive of rural
development.

‘Policy’, then, came onto the table - the recoveirjhe tax base gave means to
implement it, basic political realities and nornmrged to the VCP seeking to use
structures it controlled to meet ends it wantedttain. This added up, especially after
the rural unrest of 1997, to what was an incredgistatist’ stance towards solving
the problems of rural development.

The second issue is to do with the positions ofthisting rural support structures:
the plethora of SOEs, stations, irrigation compsuaied so on set up in the early
1960s to service the traditional targets of Statinural development — the agricultural
cooperatives (see above p.19). The nature of #msitron process meant that these
had not been removed by any implemented ‘policikelthe agricultural
cooperatives, their organisational forms remaimedreas where they had been able
to generate cash revenues through marketed sgmaeesion, change had resulted; in
areas where they had not (irrigation is a commamgie) there had been stagnation.
Their basic resourcing model was full budget cogeraf their activities, and so as
the tax base recovered there was naturally pre$sutieeir restoration, which was
not always a good thing.

Two notable areas where the process failed to gemerndely appreciated results

were extension and forestry. Despite some striginggesses such as IPM, attempts to
generate bottom-up farmer-driven extension thrawgghof budget revenues largely
failed, as old ‘command’ thinking remained dominemthe old structures and new
ones could not be found to by-pass them. Locatiaf on the whole found it very
hard to sacrifice colleagues and personal posi@amasreform was as a result very
slow. ‘Rents’ created by aid projects generally sd@spite great efforts, poor results.
In forestry, the established model of SOE partiogeain logging and planting came
between reformers and farmers, and attempts teftran such SOEs into ‘service’
suppliers, rather than starting over, continued im&b the 2000s.

But these negative experiences need to be pupargpective. The environment
surrounding farmers was generally supportive of tthevelopment and the reductions
in poverty and rural economic growth were both pesiand significant. An element
of this, of course, was the relatively flat landtdbution secured by the combination
of farmers’ own efforts, VCP antipathy (on the wdjalowards excessive land
concentration, and the path dependency that washifteaway from collective
production in the cooperatives through a serieshahges that gave farmers access to
village land. What one sees, | think, is a combamabf marketisation of service
supply with a series of attempts by the VCP to smeekvays of supporting rural
development. These latter are sometimes stymigteoynnate conservatism of a
system formally set up to do something superfigiaiinilar but in many ways quite

35



FAO - Vietnam Case Study — version for Aduki wed4i0/2009

foreign to a market economy, but the overall consege is that of fast poverty
reduction and economic development. The governn@néxample, puts substantial
resources into road construction and electrifiegtand also into PHC and rural
education.

The final area is that of new activities entiralging structures and modalities
different from those of the old system. In pares@ happen because, with the passage
of time, the old structures become less importaebfle retire or move to more
profitable areas); an officer demobbed in 1976 &fedould, by 1996, have been 55.
But in part they simply reflect the changed realftygood example is IPM (Integrated
Pest Management) which was set up in the 1990silBetin be found in FAO 2006.
The powerful trend here is simply that of the pgssaf time: as Vietnam moved
further away from the pre-1990s years, and gratitedinderlying political
commitment to intervention premised upon the VGsition, this was inevitable.
Furthermore, the experience of the 1980s sugg#stestrong lesson that, if problems
were faced and considered, and the underlyingrasiairection appreciated, good
outcomes were likely. Not the least of the mangdes from the 1980s was that,
despite the considerable barriers, step-by-stegress was feasible.

Emergent capitalism (ca 1999-2000 to the present)

By the end of the 1990s it is reasonably clearttmasocial institutions of a
Vietnamese capitalism had emerged. One event thdtad this was the rapid
emergence of a private corporate sector towardst#reof the 2000s, and this was
assisted by the 1999 Enterprise Law that souglgdoce various transactions costs to
registering a company. Thus the relative predonteari commercialised SOEs in
the business environment around farmers changadetisamese private and foreign-
invested companies became increasingly signifidaiith operational factor markets,
new entrants could secure land (even if this weenatheaper to acquire through
some relationship with an SOE), hire labour, an@iolcapital from banks and other
sources. Increasingly, the VCP confronted the tarssbetween the important
political positions of SOEs and the need to ‘meadibetween old and new interests
[Beresford 1993 and 199%.

The situation is well covered in FAO 2006, whiclalyses clearly the sources of
growth This takes as ‘given’ the combination of a marke¢mted family-based rural
economy with considerable potential that came wie@v. The analysis above explains
why this was the case, and especially the role@MCP and its SOEs in creating
these outcomes.

Problems of historical interpretation

In this section | want to call attention to variqueblems of historical interpretation.
These seem to be of two different types, althohglse are related: failure to
understand the institutional underpinnings of wikdteing observed, and so failure to
appreciate the nature of any discussion of intemastbetween a ‘state sector’ and the
family-based rural economy.

| want to examine here quickly the treatment oftWanese agriculture in World
Bank 2007.

% Note that there is an important distinction betvtree role of the Party in this, stressed by Berelsf
1993, and that of the state, stressed in Beredfe®d.
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Let me start with a quote:

That is why, for many years to come, the growthtstyy for most agriculture-based economies has
to be anchored on getting agriculture moving. Ssectories of agriculture as the basis for growth
at the beginning of the development process abodgdcultural growth was the precursor to the
industrial revolutions that spread across the teatpavorld from England in the mid-18th century
to Japan in the late-19th century. More recendpijd agricultural growth in China, India, and
Vietnam was the precursor to the rise of industugt as or poverty, the special powers of
agriculture as the basis for early growth are wsthblished. [World Bank 2007:7]

The analysis here suggests that this is misleatiignam’s farmers emerged in the
late 1980s to an economy that was already domiratedmmercialised SOEs who
were driving for profit. These businesses play&dyarole, not only in effectively
destroying the Stalinist model in the 1980s (antlez, but also in creating the
market economy that farmers benefited from afterstiart of the 1990s. In such
circumstances it is specious to argue that theisste is Vietnam is that agricultural
growth was the ‘precursor’ to the rise of industry.

Whether the situation in Vietham, where the vesgfficiencies of the pre-1990s
economy provided the basis, in terms of increabatlds yet largely unrealised)
potentials in agriculture as well as industry, &spto other countries | cannot say.
But it seems likely, given that so many regionshef world today appear sites of
failed efforts to implement one or other developtr@nject; in this perspective it is
the ability of the Vietnamese to find institutiorespable of exploiting this potential,
seeing the glass, thus, as ‘half full’ rather thHeaif empty’, that is most striking.

What are these institutions? They include familgdshfarming and markets, but, as
importantly, their location within a historical dext where the VCP, and the
Vietnamese population, learnt how to change and toawove away from the awful
mistake that was traditional central-planning. Sbkition may appear obvious, and
for many reformers it was from very early on, the juestion was how to get to a
position where it was feasible. Vietham shows agral politics that remains a
powerful backdrop to expectations about likely fetahange processes and attempts
to deal with emerging problems. Knowing that chaisgeossible, based experience,
and mistakes, seems very useful.

| would add to this that the finding of these ingibns occurred ‘in real time’ and
was clearly not policy-driven. SOEs, and farmees$ about exploring ways of
exploiting unused potential, and policy eventualiyne to support this rather than
fighting it. The two key institutions here were sienple combination of family-based
farms and markets, which replaced the collectiwelpction method of the imposed
cooperatives and the administrative allocatioraofing inputs and outputs through
the plan. The VCP eventually accepted the forneough its tactical retreats of 1981
and 1988.

It is noteworthy that the VCP’s overall stance todgaagriculture and SOEs evolved
at different paces. The 1981 and 1988 VCP decedatng to cooperatives were both
tactical retreats, stepping back as pressuresddhsedoor to open. The 1988 decree
still stressed the importance of cooperatives,vaaslin no sense a ‘de-
collectivisation’. Indeed, the movement to set ngw-style’ cooperatives in the late
1990s was largely intended to resuscitate the tyld-sooperatives, most of which
still existed. Farmers emerged from constraints art economy dominated by
commercialised SOEs. A decree in early 1981 (25¢t&)ted them all the rights to
participate in markets, recognising the widespréatte-breaking’ that already
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existed and reining it in for SOEs that had gormefés. This was then followed by
more decrees that sought to bring such activitneketcontrol untilbeforethe 1986
VIth VCP Conference that is generally referredgordroducing ‘doi moi’, there was,
under political pressure from SOE business inteyesteversal that returned to a far
clearer encouragement of commercialisation [Ff@@@7]. Here SOEs can be seen
driving the process and supporting farmers ownreffé\gain, the particular roles of
policy and the ‘state sector’ — identified as SOGEsse clear.

This then leads one to question the meaning oivtire ‘liberalizing’ in the quote
below. It suggests that this was fundamentallyoegss driven by policy, which it
was not.

In Vietnam, liberalizing agricultural markets indwetmany subsistence farmers to become more
market oriented (table 3.1). Two-thirds of smalttesk previously engaged primarily in subsistence
farming entered the market. Their poverty ratelsdigstically, and their incomes almost doubled,
while the production of high-value and industriedgs rose. Agricultural sales increased more for
households with larger land endowments and thasecko markets or with nonfarm industries in
their communities. Households engaged in subsistéarming that did not enter the market were
more likely to diversify their income sources odesbf agriculture, with poverty rates in those
groups falling as well. [idem: 73]

This statement can now be better understood. ltnwa%olicy’ that liberalised
markets, but a process where the creation and ogem of markets, driven by
farmers and SOEs, that was central to the proGagen this, the rest of the analysis
stands. Liberalisation is not necessarily the tesfiypolicy.

Part Il - Conclusions
Vietnam'’s developmental success and its historical precedents

In this section | will summarise the argument. Atbarical perspective brings out the
nature of change processes far more clearly thalyses that stress a notion of
change driven by reform.

The data confirms the textured historical analys®wing how the failed attempt at
Stalinism created three main change processed, ahich drove Vietnam into the
rapid market-oriented growth of the 1990s and curdecade.

First, the data measures the extent and trajeofangtitutional endogeneitythe
various ways in which the system changed witholitpehange. The data shows the
extent of deviations from Stalinist norms, suchhashigh levels of free market
prices, and so reveals the forces driving insbndi change. These usually came
down in some way to the creation of markets, atietly free exchange, thus
preparing the economy at micro and at structuked!lor a market economy. The role
of the state here was aboveradk to have the standard recourse to violence often se
under Stalinism, not only during wartime but al&bdoe and afterwards.

Second, they also show clearly (though more datauoman resource changes would
be valuable), the role of the VCP and SOEshanging productive potentialhis
created a gap between existing and potential ouspgap explored but far from fully
utilised byinstitutional endogeneifywhich could then drive the system through the
shocks of the loss of Soviet aid in 1989-90 andt kiart the rapid growth of the
1990s.

Finally, is the third process, thatdianges in political mentalityf his is inherently
hard to gauge, but | have tried to refer the re&merimary sources, many of which
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are not only surprisingly out-spoken but also veayly in the process (both Fforde
1989 (based upon a PhD defended in 1982) and F&fXdé draw heavily upon open
Vietnamese Communist sources). But it is evideat tihe VCP’s close interest in
development attemptspupled with their early failurexreated a capacity for
adjustment and negotiation that formed part ofpihidical basis for Vietnam'’s (so

far) successful development performance. SOE masageoperative leaders and the
leadership of bodies supplying agricultural sersjces well as the network of VCP
and MO structures, were all, at the end of the gast, of the VCP. And they learnt,
through experience. Simple comparisons with ott@n@unist Parties, such as that
of the Soviet Union or North Korea, are silly; mavertheless striking.

What wider lessons might be drawn?

First, success is consistent with a wide rangectiwiies that many approaches will
feel happy to label as state intervention, but @hemple conclusions from this
account face grave risks, since understanding i8lmatant by the ‘state’ under
Vietnamese conditions is far from simple. If itc@ncluded that Viethamese
experience shows the value of state interventlem so be it, but | think that things
are not quite that simple.

Second, it is likely that Viethamese success furetdaally reflects two simple issues:
first, a politics that includes techniques of rtilat permit social adaptations that tend
to encourage natural common sense tendeagasistcontinuing for too long with
situations associated with unwelcome outcomes framstream language, political
positions do not stay too wrong for too long); setcand more subtly, that one
important element of this politics is a series efatiated interactions between various
interests and perceptions that give particularamextualised meanings to
structures labelled as ‘state’ and ‘private’ —histsense, the ‘ontology of the state’ in
Vietnam reflects local politics in a more ratheartHess healthy manner. Thus, again
in a mainstream language, we find a series of evamd processes through which the
meaning of policy is politically constructed in v&athat permit better outcomes. This
confirms the insights of Pressman and Wildavsky3187at policy, if it has coherent
meaning, gains it ex post rather than ex ante.

Returning to the three change processegti(utional endogeneity, changing
productive potentiahndchanges in political mentalifywe find that these offer
useful opportunities for reflection.

The antipathy to ‘blueprint’ change appears to ltdsam a combination of
Vietnamese cultural elements and the failure ofirt8ém. An easy comparison can be
made between this failure and the failure of hard-Washington Consensus neo-
liberalism in many other countries. One elemenhd is the need to confront a
situation where confident predictions based upoeidm ideas and containing
apparently clear institutional blueprints combiné&wa situation, confronted on a day-
to-day basis, where behavioural realities are d#fgrent. This can and should be
seen, not as ‘failure’, but asstitutional endogeneityevealing much about the
cultural and social realities that determine widatially happens. This creates
tensions between the ‘global truths’ of the faileddel and a host of practices;
success in managing these often creates robuskioocaledge that is inevitably
heterodox by comparison with the ‘global truthshidlocal knowledge typically,
though, has its foundation in regularities andt$aaccepted locally. There are many
ways to skin a cat.
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Ideas about changing productive potential are, es®ly, far easier to assert in terms
that make sense to global audiences, and herei¢teavhese accounts are clearer.
Changes in materials inputs, both current inputé &$ a fertiliser and capital inputs
such as machinery and irrigation works influenceteptial in ways that are easy to
understand. Vietnam’s poor regions saw their prestppgenerally low and stagnant
potential increase, and many saw that with chantgolgnology this potential was set
to increase further. In addition, existing patteshsrade, both planned and on the free
market, though initially small, nevertheless exdsi® make people think that, under
different conditions, there was considerable ecangmtential beside that offered by
material circumstances.

This situation must have very widespread meaniAg<Chang argues, it is precisely
the wider productivity gap between poor and richt thowadays creates potentials for
development that were not there for today’s riclkewthey themselves were
developing.

The final change processhanges in political mentalitys, though, the hardest lesson
of all. The VCP’s historical origins in the broaducch of anti-colonial efforts in

north and central Vietnam are part of a contempdnatory of successful armed
struggle that is unusual, not only for its sucdas#salso for its ferocity and rather late
conclusion (1975). But, certain points stand oeadl.

First, as we saw when we examined the reasons adiglism was originally
attractive, issues of national development wereagbrones where the role and
position of a state were central. The VCP has stesily maintained, as part of its
basic political philosophy, the absolute importataés rule of a state that it controls
and penetrates. This drove its nationalism, aralitd<elief in traditional socialism.
Given the dynastic heritage, the anti-colonialgite and decades of VCP tutelage,
the population in many ways can be expected tceatpad the state should have a
central and pro-active role in development. Indélee very term in Viethamesenha
nuoc— house and water — suggests its power.

It was inconceivable that, with such a traditiomaicge could be conceived in ways
that did not involve a state. With a ruling VCP angressure from a range of social
forces, and at times extremely unpopular, unexpeatenomic successes and the
fruits of them (such as the restoration of theltage in the early 1990s) would have
to be used in ways that included the developmeWadh the nature of protection and
support for local economic actors constrained leyattractions of the WTO, as well
as by experience, this translated easily into pagtef support that were, in Chang’s
account, ‘less American and more German/Japanibse’is, tariffs were rather low,
and emerging state efforts aimed at areas suctiuesigon, infrastructure, sectoral
rationalisation and public health, rather thanghhariff wall. What was would be
seen by some as rather easily ‘WTO green lighticped towards agriculture were, as
Chang more generally argues, the result rathertti@oause of historical processes.
Fundamental to this is the influence of changesemtality. Whilst change remains
limited by the lack of free political associati@ that ‘outsider’ interests risk
remaining off the radar screen, the historical aotshows clearly that the ruling
VCP has, often when deeply confused, or duringimartkept its feet on the ground
in terms of the debates and reflections that altbideas to develop. This inevitably
corresponded to a ‘statism’, since the VCP mustuich a political system rely
politically upon a state.
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Second, there is a need to reflect on issues aholi. Readers may argue that
Vietnam was lucky: situated in the most economycdiinamic region of the world, a
latecomer into a world dominated by free tradehw&ady exports of primary
products and rapid integration into the world osE&asian FDI and exports to rich
countries. But what about Myanmar? | would argw the combination of
institutionalendogeneityand its prerequisite, a willingness to accepuith rising
productive potential and a capacity to learn adtbug situation where, to a great
extent, the country made its own luck. With sudfaekground, the inevitable result
will be the ability to find a Viethamese way to skiats, and so to develop. This
outcome is one where it is easy to think in terfn@moactive state, dynamic markets,
low tariffs and powerful but ‘WTO green light’ peattion, and these are thesult,

not the cause, of Vietnam’s success.
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FIGURE 4.1 State Staples Buying Prices
(percent of free market prices)
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Note: Official data are index number form; a 1:10 ratio was imposed for 1978,

corresponding to personal observation. The trends are clear. Free market prices are
retail prices.

Source: SO 1983a, 1985a, 1987, 1990c, 1991c, personal communication.
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Table 1 Agricultural production 1954-75
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Table 2 Structural change in the DRV

a7



FAO - Vietnam Case Study — version for Aduki webdgi0/2009

Table 3 State activities and the increasing product
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Table 4 Staples and value relations in the economy
economy

before the emergence of a market
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Table 5 Basic data relevant to staples
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Table 6 SOEs and the shift from central-planning to
supply

markets as sources for inputs
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Table 7 Agriculture in the 1990s - general data
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