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1. Introduction

This research seeks to identify the factors that triggénedintroduction of liberal economic
policies in China and Vietnam, and critically compare hbg/two cases of market experimentation differ
from each other. When compared with other instances=cofiomic transition such as those in Eastern
Europe, the process of opening up in these two Asian ecesohas been usually described as
incremental, sequential and experimental; thus, avoidegitifall of drastic restructuring seen in many
erstwhile Soviet statésHowever, lumping together the process of economitstoamation in China and
Vietham under the all-catching category of “gradualist” réiieation ignores the nuances that
underpinned economic change in these societies. The dizatdn of economic change as either
radical or gradualist shifts caricaturizes the dynanaoyocluted, and often contested process of economic
restructuring in socialist regimes. This paper intends dwenbeyond descriptive approach by offering a
more historically grounded perspective by analyticallyating the liberalization process as an outcome
of elite strategic decision-making and the subterradgaamics of structural factors.

This paper works on the following hypotheses: (a) the shiiconomic outlook of the political
elites had been essential in the introduction of mdwexdil economic policies, which has since served as
the launch pad for more comprehensive economic restmgtin the two countries; (b) the shift in
economic outlook of the party leadership was triggered éy#st failure of the central planning strategy,
and the emergence of a new generation of party leadigrstrong pragmatic background compared with
the more conservative leanings of older party vanguardsg(tin social structures, values and relations
that were supportive of capitalist relations in thet peve managed to persist despite the presence of a
command economy; (d) the schism within the socialist fdog. Sino-Soviet split and China-Vietnam
split) provided added external pressure to China and Vietnafindoalternative sources of wealth
creation outside of the socialist bloc; and (e) theideabf Cold War politics and the pressure from
increasingly integrating regional and global econontiese a profound impact on the decision to
continue and perhaps accelerate the economic reforms.

The objectives of this research are (a) to provide a backdron the Chinese and Vietnamese
economy before the introduction of economic reforntpss, and discuss the substance of the reform and
the dynamics of its emergence; (b) to identify thetdiesc that initiated and sustained the process of
economic opening-up in China and Vietnam, and establish whétkgrrocess was a deliberate outcome
of political decision-making by the ruling socialist reginor a product of deeper structural changes
unfolding in Chinese and Viethamese societies; and (c)uatsithe process of economic liberalization in
these one-party polities within the broader interplagiarhestic and external forces.

2. Theoretical Framework: Combining Agential and Structural Explanations

This research intends to employ a combinationelie theory and structural explanatory
frameworkas a way to interpret the causes for the adventeofdform process in both countries. This
paper uses two levels of analysisternal factorswhich are consist of the shift in the outlook of the
political elites as well as the degree of fragmentatomong the ruling political factions in the two
countries, and the hold-over social structures thatag to persist during the planned economy years;
and external factorsrelated to the broader geopolitical and economic envieommvhere the two
countries are situated and to which they are responding.

The rationale for utilizingelite theorizingover others stems from the recognition that, in onéypar
polities such as China and Vietnam, inter-elite refstiand the centrality of leadership decision-making

! For an instructive comparison, see Wing Thye Woo, “Ahef Reforming Centrally Planned Economies: CompaGhina,
Poland and RussiaJournal of Comparative Politic4,8 (3), 1994, pp. 276-308.
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are essential in galvanizing state processes in the pufswational objectives. As used in this research,
the term “elite” refers to the country’s politicalask who possesses a disproportionate share of social
power in mobilizing resources and relations for directimg state and the economy toward a particular
direction. The importance of elite in moving the econdaward a certain direction is recognized by Guo
when he argues that, given the unique circumstancesnsitioaming economies in one-party polities, the
dynamics of how reforms are pursued is directly relaetthe strategic choices of the efitin this light,

while structures and conditions provide the contextiof reforms are pursued, elite choices explemw

they are pursued.

Such thinking harps the crux of the argument made by Willkizase in his workPolitics in
Southeast Asi§2002) in explaining political transition or non-trangitiin the regiori. Extending the
argument further, it is assumed that the form of #elee relations at the level of the state determihes
possibility whether or not the momentum of economicw@al as political) transformation can set in and
proceed. Such explanatory framework sees political andoetonchange as emanating from the top
down to the bottom. This perspective is likewise edhbg other writers such as Harold Crouch and

James Morley who argued that longstanding elite cohessm
obstruct political changé. Conversely, political fragmentation,
R while it in itself may not directly result in reforstipressures, can
o provide the necessary environment for non-orthodox appeséch
RS be tried. In short, the deeper the fissure in intée-@klations, the
..°' Posiiive Relationship  greater the chances are that transformation can edeether in the
K political or economic fronfFigure 1).

=
>
*

Increasing Elite Fragmentation

o Some elements of this view are obviously barrowed from
o what has been labeled as “democratic elite theorgkplaining the
Increasing Chances fer Econemic Refarme  LT@NSItion of authoritarian polities to democratic sneut only this
time being applied to explain economic transformatiosanialist
states. Substituting “authoritarianism” with “command economy,”
one can make the argument that the less cohesive litieapb@and
policy elites are, the less stable the command ecorlmeagmes, and the more likely that alternative
economic approaches would be tried. This is especialkéywihen elites are grappling with left-over social
problems and economic difficulties stemming from yedrfgied central planning policies as in the case
of China and to a lesser extent Vietnam.

Figure 1. Relationship between Elite
Fragmentation and Economic Reform

Against the backdrop of the failure of central planning, caruelite factions politically maneuver
by exploiting this failure as a way to distance themselvem the opposing bloc and subsequently
achieve political dominance. Hence, the battle regardimghneconomic paradigm is to be embraced —
whether the continuance of central planning or the dalotf a new approach — becomes the surrogate
competition among rival elite factions wanting politicantrol, especially in the context of a brewing
contest for political succession. In another words,dyxeamics of economic reform could actually be
seen as a continuation of political struggle by anatieans.

2 Sujian Guo, “Economic Transition in China and VietnanCémparative Perspectivefsian Profile32 (5), October 2004,
pp. 393-410.

3 William CasePolitics in Southeast Asig.ondon: RoutledgeCurzon, 2002), pp. 20-25.

* Harold Crouch and James Morley, “The Dynamics of RalitChange,” in J. Morley (ed.Priven by Growth: Political
Change in the Asia-Pacific Regi@drmonk, NY: Sharpe, 1993).

® Eva Etzioni-HalevyThe Elite Connection: Problems and Potential of Western Demo¢@aybridge: Polity Press, 1993),
Chapter 3.
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The stake is particularly high for would-be reformemscduse their promise for economic
transformation is usually the only available meanstf@m in challenging the old vanguards. These
incipient reformer cliques do not have the claim to idgioll purity or legitimacy to succeed as they are
seen as threats to the old order. Hence, the refermveuld try to veil their desire for political
confrontation in the language of the reform agenda anddbecanomic issues. The reformers would
subsequently capitalize on the success of their politigenerating growth as the basis for their political
control.

However, as mentioned earlier, explaining complexaatianges through mere strategic choices
of the political class can only provide so much. Eliteigiens do not arise from a vacuum, but are
responding to external signals and stimuli comingnfichanging socioeconomic environment. Hence, the
“top-heavy” explanatory framework of elite theorizing slib be balanced by an understanding that
economic change would not be sustained without the mpeesef supportive structures. Generally, the
idea of structures relates to the process of achievindarggun social life. More specifically, structures
have the function of aligning “social events and winstances into particular patterns, establishing a
general ordering framework for the actions of and infgeddencies between persons in society. Due to
structures social activities do not proceed completetgradom.®

Two levels of structures are important in understandiegptrocess of economic liberalization in
the two countries. Internally, one has to look topkesistence of values and relations that are supportive
of capitalist system; while externally, it is necagsto consider the impact of changing geopolitical
environment such as the decline of Cold War politics andethergence of new economic imperatives
related to regional and global integration on the decigd continue with the reformist path. It is not the
purpose of this paper to exhaustively discuss these stalfdators. What this present piece intends to do
is only to provide some initial discussion on how thessofs had structured the perception of the
respective political leaderships in the two countries, @nedkind of options available to them, which
ultimately led to the market economic reforms andstifesequent unraveling of the command economy.

3. The Advent of State Socialism in Chinaand Vietham

Upon achieving political power, the communist parties in l&Hma and Vietnam embarked on a
massive overhauling of their respective economies. Bafjimes saw economic salvation in
collectivizing their agriculture and accelerating the pafaedustrialization. For very long in their history,
both countries suffered extreme economic marginatineds a result of external intervention either in the
form of proxy trade wars in the case of CHima colonialism as in Vietnam. As a consequence, these
negative experiences embedded a particularly hostile outleg&rding external economic exchanges
especially with the West, thus resulting in an economay wWas jealously inward-looking ardirigiste
(state-led).

3.1 Comparison of Agricultural Policies

When the communists took over in 1949, the revolutionary govent led by Mao Zedong
inherited a devastated economy resulting from yearsvdfwear and the occupation of Japanese forces
during Second World War. The communists embarked not juseloild the economy, but also to
radically transform Chinese society in the processhénwords of Chen Yung-fa, the Maoists tore down
the “dichotomy between state and society” whereirefg\Chinese belonged to a basic geographical unit,

® Jan Aart Scholtdnternational Relations of Social Chan(fguckingham: Open University Press, 1993), p. 81.

" Western countries and Japan raced to impose theimuegeover China described as “the greatest of world marikessbid
to outmaneuver their trade competitors and politicalsjveee Richard Van Alstyn&@he United States and East Agiew
York: W.W. Norton & Company, 1973), p. 73.
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be it commune and production brigade in rural areas eetstffice and neighborhood committees in
urban areas®As early as 1947, the communists implemented radicalr&fadn in areas they controlled.
This entailed land redistribution and elimination ofjltand holdings as a way to consolidate the power
of the party among its peasant supporters. By the mid-19%0€§ Hinese Communist Party embarked on
a massive collectivization of agriculture that includeel &bolition of individual property rights to land
and other means of production, the formation of commonesllectives, and the strengthening of state
ownership’ The central government even reserved the right to decidgeonomic decisions down to the
choice of crops to be planted by each collective.

Like in China, the Viethamese communists upon achievingiqgadlpower promptly introduced a
Soviet-style planned economy first in the North in 195thwhe expulsion of the French, and then in the
South after reunification in 1978.Nationalization of economic assets took place, and pettiers and
artisans were organized into cooperatives. Radical lafatrmeimmediately followed as a way to
consolidate political power of the Viethamese CommuRatty. By 1959 to 1960, the introduction of
rural collectivization came as part of the so-calledcialist transformation’ as an attack against free
market and private capit&.

Agricultural collectivization was particularly costlgrf Vietnam, as output declined substantially
by over 1 million tons of foodf Part of the problem was the distorted incentive stradought about
by the state’s policy of prioritizing urban industrial prodmet In order to maintain low wages in urban
factories and industries, food and others agricultural swwetre kept artificially low, but the low prices of
commodities only encouraged farm workers to shun agri@ifuork. This might explain the drop in the
number of peasant families belonging to cooperatives gitini early 19605 In the context of enforced
egalitarian policies, this plunging production led to a cafséshared poverty” and declining living
standards for many Vietnamese.

3.2 Comparison of Industrial Policies

The prioritization of industrial production over agricultweas a hallmark of Chinese economic
strategy based on heavy industtyUnder the leadership of Mao, China strove to accelerate
industrialization by using its massive rural population asbatgute for an industrial base that China did
not have at that time. This was the heart of Mao’s socioeconomic projectedaithe Great Leap
Forward’ (1958 to 1961).

8 Chen Yung-fa, “New Perspective on the Study of Chinestu@uand Society,” paper presented during@héng Ching-
kuo Foundation for International Scholarly Exchanlyigrch 24-26, 2003, Princeton University.

° Mark SeldanThe Political Economy of Chinese Developni&tew York: East Gate, 1993), pp. 186-187.

19 Melanie Beresford “Economic Transition, Uneven Depetent, and the Impact of Reform on Regional Stability,Hi
Luong (ed.),Postwar Vietnam: Dynamics of a Transforming Soc{8ingapore: Institute of Southeast Asian Studies, 2003),
pp. 55-80.

1 Adam Fforde, “The Institutions of Transition from QamtPlanning: The Case of Vietnam,” in Colin Barlow Jed.
Institutions and Economic Change in Southeast A&heeltenham: Edward Elgar, 1999), pp. 118-131.

2 pham Xuan Nam, et. al, “Rural Development in Vietn&he Search for Sustainable Livelihoods,” in Pham XNam and
Geoffrey Hainsworth (eds.jocioeconomic Renovation in Vietné8ingapore: Institute of Southeast Asian Studies, 2000).
Food stock declined from 5.7 million tons in 1959 to just 4.88amitons in 1960.

13 Beresford, “Economic Transition,” p. 57.

14 Justin Yifu Lin, Fang Cai, and Zhou Li, “The Lessons bfr@’s Transition to Market EconomyThe CATO Journal6 (2),
1996.

15 Suzanne OgdesGlobal Studies Series: Chirfuilford: McGraw-Hill/Dushkin, 2002), p. 10.



The program envisaged an accelerated tempo of industriatizhibthe communist party boasted
would overtake Britain in 15 years and the United State2Diyears?® Central to the plan was intense
mass mobilization and incorporation of the rural poputaimo the industrial workforce. Despite lacking
in experience in industrial work, peasants were compelleldaee their farm duties and help in the
production of primary industrial commodities in a strictggulated quota system. Communes were
required to have “backyard furnaces” to produce iron ingotwithstanding the fact that not all areas in
China have iron ore and mineral deposits. Thus, many commean®ers ended up melting their farming
implements and kitchen utensils in an effort to comphlhwheir quotas. As a result of both neglect and
misguided party policies on agriculture, output plummetetd faBecause peasants were taken away from
their primary task of producing agricultural outputs, grairdpobion during this period drastically fell.

The introduction of populist social policies only exacegbahe already precarious food situation.
One good example was the policy of having “dining hallstach commune. In 1958, Mao announced
that these halls should be indiscriminately open to anydmewished to eat and as often as one desired.
However, in light of the progressively declining harvasé to poor agricultural policies, food stock that
should last for six months was often consumed in tiwsinty (20) days or lesE. Furthermore, these
dining halls encouraged a free riding mindset since thesknfg stations would serve anyone regardless
of his or her contribution in the production. The comboratf poor agricultural production and rapid
depletion of supply resulted in massive famine. Accordingptoe estimates, total death toll in the three
years that this policy was in place was between 16 linil to 30 milliorf® people, making it the worst
famine in recorded history.

Ma Hong who once served as adviser to the State Pla@angnission explained the failure as
the result of the following misguided policies under Mad1) one-sided emphasis on production target
and approach while neglecting outcomes; (2) undue focus owy hedustries at the expense of
agriculture; (3) too much concentration on new construgbianects while neglecting maintenance of
existing ones; (4) misguided emphasis on primary and ieidiate products while neglecting consumer
goods; (5) high state accumulation in the context of diegji private consumption; (6) increasing
population; (7) closing of international trade; and (8) aalectivization that gave little attention to the
individual, cities and towns. Ultimately, these faisireielled the desire of a new generation of party
leaders to find some sense of balance and pragmatidime invay social and economic policies are
formulated and pursued. These new leaders have understoatthehstrvival of China’s communist
regime would ultimately depend on how effective itinsbringing the benefits of growth to its ever-
expanding population.

On the other hand, the Vietnamese also planned tonhastastrialization by focusing on the
development of its heavy industry. But this approach likkénGhinese only resulted in the distortion the
economic distribution and allocation in the country.sTigid focus diverted resources away from other
sectors, ultimately resulting in an economy that wasatterized by imbalances in terms of underutilized

6 Dennis Yang, “China's Agricultural Crisis and Famine1869-1961: A Survey of Comparison to Soviet Famines,”
Comparative Economic Studig8, 2008, pp. 1-29.

" Sulamith Heins Potter and Jack Pott€hina’s Peasants: The anthropology of a revoluti@ambridge: Cambridge
University Press, 1990), p. 72. In areas where agrielltactivities continued, farming methods were subjectedhe
overbearing control of party bureaucrats who would often gmpbeir own policies over the time-tested farming tires of
peasants. This lack of knowledge of local conditions woaly lon, create grievances and resentment amorgetge, as
farmers would call these party impositions as “blindens from above.”

18 potter and Pottefhina’s Peasants, op. cip, 73-74.

19 J.A. Coale, “Population trends, population policy, and pdjamastudies in China,Population and Development Revigw
1981, pp. 261-297.

203, BanisterChina’s changing populatio(Stanford: Stanford university Press, 1987).

2 Ma Hong,New Strategy for China’s EconorBeijing: New World Press, 1983), p. 23.



sectoral capacities. Moreover, this strategy bred an adverse political carapdin in the long-run when a

tightly-knitted network of well-connected bureaucrats begandevelop. They benefited from the
persistence of inefficiencies in the economy by skimmifigoablic resources from large-scale national
infrastructure projects and major economic developmengranss. Eventually, these heavy industry
bureaucrats became a powerful interest group that thowexkisting economic inefficiencies.

Following the reunification, Vietnam sought a more aggvessansformation of the country's
economy toward the socialist path. Crackdown on prieateerprises ensued in the South, creating
tension with ethnic Chinese minority that previously domimatede” Public subsidy became the
foundation of state enterprises, however costly tabgee with the added strain coming from newly
nationalized southern enterprises. A combination of dimigcexternal assistance from the socialist bloc
and other donor countries and the onset of naturaid#a in 1978 brought a record drop in food
supply, triggering another round of mass exodus since litef Baigon in 1975*

4, Initiating the Reform and its Key Elements

The process of adjusting certain economic policigghima and Vietham started before the formal
onset of the reform agenda. Initially, these microeoain adjustments were experimental efforts to
stabilize the economy in light of the deleterious @ffeaf their rigid central planning strategy. However,
these early changes were discontinued when it beckaeto the ruling regime that these efforts were
undermining the legitimacy of the command economy, andxisnsion, the authority of the dominant
political faction in the two countries.

In China, early attempts in moving the economy from thdiced prescriptions of Maoist
collectivism were met with stiff resistance from Maanself, prompting a massive political purging
which culminated in the “Cultural Revolution.” Similaylyietnam introduced some modifications in its
economic policies as a response to external and ustmesxternal shocks. But unlike in China, the
reversal back to central planning did not result in wodesd political persecution.

4.1 Early Attempts at Reform

One can make the argument that the reform agenda inaCmappened way before the
consolidation of political power by the reformers in 1978.e Ttwrst phase of socioeconomic
“restructuring” corresponded to a period of self-criticiend evaluation following the enormous debacle
of the Great Leap Forward. It was a period when Maomved in retreat, but not totally in defeat. More
“moderate” socialist policies were implemented in platthe radical approach preferred by Mao and his
followers. In view of the failure of the Maoist econic paradigm, Mao lost some of his power and
influence in favor of more orthodox central planning pdeiaders like Liu Shaoqi who replaced the
former as head of state in 1959.

During this brief interregnum, relaxation of agricultucalllectivization was implemented, and
communes were given greater leeway to make economisiates independent of the central party
leadership. Crop choice was devolved, and peasants wanedlto farm not just for subsistence but also
for small profit. Under the new system, farm coliees were now allowed to retain some of their surplus

22 Melanie Beresfordyietnam — Politics, Economics and Socigtgndon: Pinter, 1988), p. 164.

% Brian Van Arkadie and Raymond MalloWietnam: A Transition TigerfCanberra: Australian National University Press,
2003), p. 45; also in Tetsusaburo Kimufage Vietnamese Economy, 1975-1¢86kyo: Institute of Developing Economies,
1989), pp. 34-35. Particularly hit hard were the Chinese in l@moArea. The treatment of Chinese minority addeth®
deterioration of relations between Vietnam and China.

24 BeresfordVietnam, op. cit.



produce. Peasant families were also permitted to undedak® economic activities outside of
agriculture. This period saw the emergence of a@h hoc, grassroots practice called “household
responsibility systemyvhich was a form of land contracting to househéids.

This practice — encouraged by pragmatic local party leadeasy( of whom would serve as
important policymakers in the reform years) — would acthe catalyst of the reform agenda, eventually
preparing the way for more comprehensive and systematitgels in China’s economy. However, this
temporary stabilization of the economy would end whémoists successfully wrestled control of
policymaking from the pragmatists led by Liu, culminating e tCultural Revolution from 1966 to
19762° Liu’'s economic changes were subsequently branded astaiist road” policies; and thus,
strongly denounced. This period saw the crackdown against Mao’s politicaéls, both real and
imagined.

In comparison, political rivalry figured less in the demmsto institute changes in the economic
policies of Vietnam than it did in China. A combinatiohexternal shocks and internal problems forced
the Vietnamese regime to relax its central planningtesly as a way to keep its population fed and its
economy afloat. In fact as early as September 1979dhernment relaxed restrictions on agricultural
and light industrial production. Idle lands were allowedbé contracted to households in a scheme called
“khoan san pham”(product contracting system), which was similar to hoeisehold responsibility
system practiced in Chirfd.Economic transactions unhampered by state monitoring allensed (for
instance, sourcing raw materials from suppliers other shate enterprises and surplus outputs being sold
and bought in open markets). Artificial barriers to tradehsas military checkpoints were likewise
stopped to facilitate the flow of goods partly as a respda the previous clamping down on trade in the
Mekong area during the 1978 flooding, which caused food shoiltagites.

From 1979 to 1981, a package of economic adjustments followedding! (a) the partial
decentralization of foreign trade, which allowed locaiharities to engage in commerce on their own
thus effectively initiating the process of integratiwith the Asian regional economy; (b) the so-called
“Three Plan System” in industry which, from 1981, sana@tsome production for the market by state
enterprises; and (c) price reform in the late 1981 thaidghoofficial prices and wages closer to market
prices and removed all but a handful of consumer goodsthe centralized rationing systém.

While greatly bolstering economic production, these ntadferms created what some sectors in
the Vietnamese leadership called “negative phenomenortjcydarly in Ho Chi Minh City (formerly
Saigon) where there were widespread cases of speaylatiauggling, illegal business practices and
counterfeiting® The conservatives in the party capitalized on thegerteo attack the budding reform
process as a nothing more than a reinstitution of dispitan the country* As a consequence, intense
ideological debates and intra-party power struggle ensuedede 1982 and 1983, resulting in the
expulsion of reform-minded party leaders especially tHom®m Southern Vietham. Ho Chi Minh City

% potter and PotteGhina’s Peasants, op. cip, 82.

% Lju Shaoqi was stripped of his state power and party masiperand left to die by being refused medical assistare.
luckier ones like Deng Xiaoping were brought to work in labamps, in the case of Deng in an engine factory. For a
biography of Deng, see David Goodmd@eng Xiaoping and the Chinese Revolution: A Political Biograjsw York:
Routledge, 1994).

" potter and Pottenp. cit., pp. 88-89. Liu’'s “Four Freedom” policies were condemned esversion back to capitalism.
These reformist policies were freedom to buy andlaetl, freedom to hire laborers, freedom to issuedpoand freedom to
engage in business enterprises. Liu emphasized markatives over mere ideological rewards on production.

28 Beresford Vietnam, op. cit.

29 Beresford, “Economic Transition,” p. 60.

30 Kimura, The Viethamese Economy, op. @p, 46-50.

31 Guo, “Economic Transition in China and Vietnamy. cit.



party leader Nguyen Van Linh was singled out and strippdusoposition as party leader in the city.
Other known reformers like Vo Nguyen Giap were likewiBemissed. Like in China, conservatives
waged a spirited campaign to put a brake to the refosmasveay of undermining the reformers inside the

party.

However, unlike in China, the political power play betwees two factions in Vietham never
reached a boiling point similar to the mass purging duhegChinese Cultural Revolution. This might be
because, after the death of Ho Chi Minh in 1969, no Vietnarneasler had since assumed a comparable
stature as the dominant political figure. Hence, the palitorder in Vietham was based on a balance of
power, albeit unsteady, among different cliques thaeviesitant to risk everything in waging a war of
political extermination. Moreover, the war for reurdfion had the effect of solidifying the party as a
more cohesive political bloc precisely because Vietsanmadres fought against a foreign military force
unlike the Chinese who largely fought each other during thieveay period. In China, on the other hand,
Mao’s godlike stature as an authority above party peliéinabled him to persecute his opponents while
remaining in absolute control, something that was imptes$d do in Vietham. While some form of
political persecution happened during the early 1980s, comproangkgsegotiations marked the intra-
party politics in Vietham unlike that in China, which wawen by a strong single personality.

Given these circumstances, one can make the arguna¢nhéhearly Viethamese experience with
reform, although piecemeal in its implementation, dgtuaincided closely with the Chinese. Hence, the
usual observation that Vietnam only copied what the Chihadalone with its economy should be placed
within historical facts. Whereas China has been relatigelysistent and systematic in following the
reformist path, Vietham’'s case showed that the inpiadblems it encountered caused the political
establishment to waver in its embrace of the maliéereas the 1980s marked the decisive solidification
of China’s thrust towards the market approach, this penodietnam showed a contested image of a
country wanting to solve its internal economic proldembut uneasy, and even unwilling, to leave
behind what it believed as the intrinsic ideological puatya command economy. This stance would
change radically in 1986 when the policydoi moiwas finally inaugurated.

4.2 China’s Socialist Market Economy and Vietnam’s Doi Moi:
The Market Reform Process in Comparative Perspective

In China, the reform process gathered steam after th dédlao in 1976. After a brief power
struggle with remaining Maoist conservatives, reformedsdy Deng Xiaoping established their position
during the g Plenary Session of the 1Central Committee of the Chinese Communist Party in
December 1978. The new leadership moved quickly to rectift Wwhd been termed as “leftist mistakes”
in guiding economic policies, particularly those pertaininghe agricultural sectdf.Chang identified
three main periods of reform initiatives in post-Mao @hi(a) the implementation of rural management
and production changes from 1979 to 1982; (b) the introductionbahuactory management autonomy
to improve production efficiency and profit-sharing between 188® 1984; and (c) the adoption of
broadsgr macroeconomic reforms including changes in pndewage, currency, trade and taxation since
1984:

Reforms in the agricultural sector centered on the resipa of the “household responsibility
system” that allowed substantial transfer of orgarorati and management control from the state to
households and lower level production ufftd.ocal party leaders and formerly persecuted ranking

32 Wang Guichenet al., Smashing the Communal Pot: Formulation and Development of China’s RupairRislity System
(Beijing: New World Press, 1985), p. 7.

% David Wen-Wei Changzhina Under Deng Xiaopin@l-ondon: MacMillan, 1988), p. xviii.

34 Seldan;The Political Economy, op. cip, 191.



officials who made a comeback after the end of the islagra spearheaded this transformation. For
instance, Zhao Ziyang who would later become Chinese pramiesecretary general of the party led the
de-collectivization efforts in Sichuan where he was promil party boss. In Anhui province, Wan Li also
actively worked for the introduction of market mechanismsagriculture, encouraged “sideline”
economic activities, and even went as far as restqrivate plots®

While land ownership remained tightly in state contrasieg became a trend and families were
permitted to cultivate crops they deemed more profitabte market. Labor policies were also relaxed
and farming families were allowed to hire laborers.irhftely, this policy led to the dismantlement of
agricultural collectivism, which had produced economic sta@maand declining productivity in
agriculture during the Mao era. This relaxation of ecoicccontrols naturally led to the diversification of
the rural economy and the transfer of surplus and undeedatilabor to more productive and lucrative
sectors like commercial and industrial activities. Asoasequence, there was considerable growth and
expansion of production in rural economies across Cliina.

In the case of Vietnam, the main turning point in @sr®mic transformation came during tH2 6
Party Congress of the Viethamese Communist Partyecebber 1986. During the party congress, a new
set of goals was inaugurated to move the economy towasdvadirection: (a) to produce enough for
consumption and accumulation; (b) to readjust the makieconomic structure, and consequently, the
investment structure; (c) to build and perfect new reiatmof production in accordance with the character
and level of productive forces, and develop all econoeutoss including non-socialist ones; and (d) to
bring about significant social changes particularly in leytpent, income distribution and othéfs.

Preceding this watershed event was a string of posigrels, pointing to the continuance of the
aborted reform agenda. The last salvo of efforts teagel the whole central planning paradigm fell by
September 1985 when monetary changes such as the introdofctonew currency failed to rein in
hyperinflation®® By the mid-1980s, centralized planning had its lost lustdrthe ruling political elites
lost interest in its continuance. Even the resisarfdormerly powerful network of functionaries intgta
owned industries was overridden, particularly when higftation reduced real wages among state
workers thus losing its constituency of suppdmlore importantly, in June 1985, reformist leaders such
as Nguyen Van Linh were taken out of the political coldegje and rehabilitated to assume membership
to the Secretariat of the Central Committee anebr aftvhile, his position as a standing member of the
Secretariaf? He later assumed as Secretary General of the CorstRanity of Vietnam.

Meanwhile, the new policy of “doi moi” (renovation) svannounced by Truong Chinh who
succeeded Le Duan as the party secretary general uplatténes death. In a speech delivered in October
1986, he emphasized the necessity of trying a new appnodah €conomy:

“For the community of socialist countries, renovation (doi)n®the only way to surge forward...
For our country, renovation is all the more necessarng. a matter of life and death... Only by
renovating our way of thinking and acting — renovating our thinlesgecially economic thinking,

% Joseph FewsmitiDilemmas of Reform in Chir@@rmonk: Sharpe, 1994), p. 22.

3 Seldan op. cit.,p. 209.

37Vo Nhan Tri,Vietnam’s Economic Policy Since 19@ngapore: Institute of Southeast Asian Studies, 1990),8%183.

% The newdong, Vietham’s currency, replaced the old dong on a onertd#sis; see Le Khuong Ninmvestment of rice
mills in ViethamPhD Dissertation, University of Groningen, 2003, p. 11.

39 Beresford, “Economic Transition,” p. 61.

0 The political rehabilitation of reformers like Nguy®@an Linh signaled a change in the position of the paggnging the
market reforms; see Tetsusaburo Kimurhe Vietnamese Economy 1975-1986kyo: Institute of Developing Economies,
1989), pp. 50-53.
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renovating our style of work, our organization and our eadr will we be able to extricate
ourselves from the current very difficult situatidh.”

A dramatic shift in the economic thinking marked the fdimaéion of “doi moi,” which
recognized the importance of private business and industrige development of the country, and the
necessity of participating in the global economy toet®y Vietnam’s own productive capacitfésMio
identified four (4) “mistakes” in the previous economic paad first, the ideological belief that
socialism could be achieved by a backward agricultural cotimoygh bypassing capitalism; second, the
excessive focus on heavy industry; third, dependence on axéeomomic assistance and aid; and fourth,
the failure of the northerners after reunification épitalize on the expertise of southerners (particularl
the ethnic Chinese Hoa people) in managing the ecofibmy.

In the area of agriculture, Vietnam had earlier redavsestrictions in the production of farm goods,
raised state purchase prices, and expanded land corthechess with cooperatives and households.
Although the first half of the 1980s was marked by poortimaconditions and natural disasters
ultimately resulting in a momentary food shortage in 19B&e was upswing in rice and agricultural
production during the periotf. Such outcome could be attributed to the deliberate irereashe
allocation of investment and inputs to the paddy-growingsaoédhe country (e.g. Mekong River delta,
Red River delta and other§)The land contracting system was formally legalizedhie passage of the
“Law on Land” by the National Assembly on December 1987, whitowed not only the leasing of land
by Vietnamese, but also by foreign businesses and ingeStbe government also parcelized large but
unproductive cooperatives, and in many cases, went ass fabaishing inefficient ones in favor of
private holdings. Within the party, the Politburo passedoR&@en Number 10 entitled “Renovation of
economic management in agriculture,” which practicadlyognized the pivotal role being played by the
private sector in agricultural production. This was arcideological leap for the Vietnamese leadership
toward what it envisioned as a “socialist-communitydueiion” in agriculture.

In contrast with the progress made in agriculturejritlastrial sector particularly state enterprises
proved harder to reform. This difficulty could be atiitied to the fear among party leaders that changes in
the industrial sector would have to entail correspondimglifications in finance and organizational
process of the state, which many felt were too threagewi the political supremacy of the party. For one,
it had been a practice to reward party faithful with pos# in state enterprises. Equally important as a
source of patronage, a state-controlled industrial spcesented the ideological realization of the central
planning orthodoxy, which many in both countries saw asdheaf their socialist cred.

In China, the technocrats took the lead in initiating reform the industrial sector by
spearheading a new form of economic discourse based auppesed “objectivity” of economic laws
and the need to limit the role of ideology in econonmanping?’ Perhaps as a direct result of the new

*1 Quoted in Vo Nhan Triyietnam’s Economic Policy Since 19{@ingapore: Institute of Southeast Asian Studies, 1990),
182.

2 Motoo Furuta, “The '8 Congress of the Communist Party of Vietnam: A TagnPoint in the History of the Vietnamese
Communists,” in Tadashi Mio (ed.)ndochina in Transition: Confrontation or Co-prosperiffokyo: Japan Institute of
International Affairs, 1989), pp. 12-16.

3 Tadashi Mio, “Vietnamese Economic Reforms: A Period6él and Error and the Present Situation,” in T. Méal.J,
Indochina, op. cit.pp. 21-22.

* Ibid., p. 29.

“5 Vo Nhan Tri,Vietham’s Economic Policy Since 1975, op. pip., 187-198.

“6 Fewsmith Dilemmas, op. cit.

" Fewsmith,Dilemmas, op. cit.p. 61. Deng Xiaoping served as the premier patron of techtsoin the post-Mao period.
Even during Mao’s time, Deng showed his maverick strealpudylishing a paper called “Twenty Points” that attacked
centralized industrial policies. Among Deng’s criticismsravexcessive reliance on domestic market and rejeatitoreign
trade and technology, too much role of ideology, lack aénitiges to workers, emphasis on “redness” over “eiggéras a
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atmosphere of openness at least on the economic $ewdtal policy papers and influential studies were
published, making the case for a greater role of markehamessm in the economy. For instance, there
was the work of Xue Muquiao who was an adviser to tleRlanning Commission titled “Studies on
China’s Socialist Economy” in 1979, which served as the “bibleDengist reformers. Muquiao’s work
basically argued that China was in a state of “underdeedlggocialism;” thus, requiring a more
pragmatic approach in productive processes. In April ofdh@esyear, the party sponsored a high profile
gathering of economists and planners in what has sireredadled as the “Wuxi Conference” to map out
the strategy of the Chinese in the post-Mao period. I&iyni Hu Quiaomo who was also a key
technocratic figure in the Deng period published an evereepolicy critique of the Maoist economic
strategy called “Act in Accordance with Economic Law@$ep Up the Four Modernizations” in 1978,
which elaborated Deng’s “Four Modernization” framework.

In practical sense, the reformers consolidated theform efforts in introducing changes in
moribund state-owned enterprises under the principlgaizhi” or transforming the systeffi. Their
initiatives concentrated on introducing internal governarat®nges, reorganization, ownership
diversification, and employee equity sharing, amongrsetHaspired by the dynamism brought about by
the household responsibility system in agriculture, thgegonent started to lease enterprises to
homegrown capitalists. For example in 1986, the statdegtdease contract for the Wuhan Motor Engine
Factory to a private group of entrepreneurs. Succeedingutgation of a formal guideline by the State
Coun(iié resulted in the de facto privatization of saV&ownship and village enterprises” (TVES) across
China:

As in the previous shift in rural policies, changes in thEnreconomy particularly for the state-
owned enterprises emerged out of the experimentatiomaafl leaders on how to best exploit the
newfound economic breathing space. Local leaders atatpeising individuals led the way, and when
these free market approaches proved productive, the cgotratnment would then move to formalize
such initiative in a policy statement. Between 1979 and 1980sinal reform spread rapidly, affecting
more than 6,000 state enterprises. These enterprises engoyed greater profit retention and
decentralized decision-making, especially in the areasmafketing and investmerft. Likewise,
macroeconomic and trade reforms occurred side by side thaétde adjustments. As early 1979, the
government inaugurated four (4) special economic zones (SE4&e provinces of Guangdong and
Fujian. In succeeding years, other cities and are@sima followed suit in opening up their economies to
international trade and capitdl.As years went by, these special economic zones femen more
integrated with and reliant on overseas markets far éxpansion than with the domestic econoty.

Despite a momentary moratorium on reforms duringfits¢ half of the 1980s, new round of
industrial and trade reforms were inaugurated by the secohdrthby the 1990s more comprehensive
and systematic restructurings had been introduced. Theseictarings were spearheaded by Deng
Xiaoping himself, culminating in the affirmation of awmeevelopmental model called “socialist market

basis for promotion especially for managers and enggnsee Gautam Jaggi, et al., “China’s Economic Refdrimstitute for
International Economics Working Paper 961996, p. 4. Two important figures in the “technocrata@timovement were Hu
Qiaomo who authored a policy paper in 1978 attacking the quegwlaoist policies, and Xue Mugiao who served as the
adviser to the State Planning Commission implementiegeforms.
;‘: Ross Garnaut, et aChina’s Ownership TransformatiditVashington DC: International Financial Corporation,300

Ibid., p. 2.
*0 Nina Halpern, “Economic Reform, Social Mobilizatiamd Democratization in Post-Mao China,” in RichardBgad.),
Reform and Reaction in Post-Mao Chiti@ndon: Routledge, 1991).
*1 Guo, “Economic Transition,” p. 397.
*2 Goodman, “The Politics of Regionalismop. cit.,p. 12.
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economy” by the 19 National Congress of the party’s central committed 992> While the reform
efforts have admittedly produced unwanted socioecondyisroducts,’ no one could reject that the
overall result of the Chinese reforms has been phenaimThe Chinese economic miracle remains by far
the most spectacular example of a sustained growthritemporary times® In fact, some observers
would even suggest that the most dramatic rise in livinglidon that ever happened in recorded history
could be found in China’s economic modernization whereesph® million people have been lifted out
of absolute poverty in just two decades between 1979 and®2000.

Initially, the industrial reform in China was marked by some degreeaofion due to the
outgrowth of negative socioeconomic effects. Therafé¢h of the 1989 Tiananmen protests only
bolstered the fear of some in the Chinese leadershiptlieaeconomic reforms could lead to the
unraveling of the party’s political control. Hence,reebslowdown in reform marked this period. Yet this
deceleration in the reform process was short-lived, eslbeevhen the government realized that the
slowdown in market adjustment also corresponded with gp@mus slowdown in economic growth.
Hence, upon the rise of the next generation of leaderdy Jiang Xemin, the reform gathered even
stronger momentum to sustain the country’s double-digitvt.

Compared with the Chinese, the case of industrial reforvhatnam, on the other hand, was more
aggressively driven at first before coming to a virtualdseih when the Asian financial crisis broke out
in 1997. The cause of reform in non-agricultural sectorsegagmormous strength after the consolidation
of political control by the reformer Nguyen Van Linhdahis supporters from 1987 onwards. For one,
Van Linh was working on a shorter time horizon andrigajreater economic shocks both internal and
external. Hence, the Vietnamese leaders adopted a nwhimeeasures in quick succession including
economic governance changes, strengthening of enterptieaoay, promotion of family-based and
private businesses, and the introduction of structuraimes related to tax, trade and land ownership.

In addition to formalizing the existing private sectoriaiteés and approaches in the domestic
economy, other policy changes followed stithe Foreign Investment Law was passed in December
1987, allowing for 100 percent foreign ownership (more libdvah China’s initial version of investment
reform) and profit repatriation, significant tax holidaypncessions for enterprises to invest in priority
areas such as export, technology, commercial goods amdifacturing. In March 1988, Resolution
Number 10 was passed, which decollectivized agricultureural Vietham. Land was distributed to
households for a period of fifteen years to undertake prioahichus, practically rendering cooperatives
superfluous. Mandatory sale of produce to the state wasabtdished, and outputs were now allowed to
be openly bought and sold in the market. And finally, afatacroeconomic changes was introduced in
1989 including the abolition of official prices, the floggiof the exchange rate, and banking reform. In
reaction to the economic turmoil in Eastern Europefndm ended its direct subsidies of state enterprises
due to the imminent termination of Soviet aid.

>3 Guo, “Economic Transition,” p. 406. In 1992, althoughaidiily retired from politics, Deng embarked on a speaking ¢d
major Chinese cities where he continued to re-asserintportance of continuing the economic reform procesttically,
this effort by Deng was aimed at raising the promieeof his allies in the run-up to the™Mational Congress.

>* Seldan, “The Political Economygp. cit.,pp. 219-220.

5 Weiye Li and Louis Putterman, “Reforming China’s SOEs: @werview,” Comparative Economic Studi&, 2008, pp.
353-380. Chinese gross domestic product (GDP) leapfrogged biypadad? and its GDP per capita by a factor of nine ih jus
under-three decades starting 1979.

%6 “Now Comes the Hard PartThe Economis8 April 2000.

" N. Lardy, “China’s worsening debtsBtookings Working Pape2 June 2001.

*8 Mio, “Vietnamese Economic Reformsp. cit.,p. 45.

% This following discussion was made in Beresford, “Econdfrémsition,” pp. 62-64.
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Despite Nguyen Van Linh'’s effort to allay fear about¢bming bourgeois:® resistance remained
in some leaders of the party like Defense Ministenddal Le Duc Anh who remained convinced about
the hostility of the West toward Vietnam and the caingpinfluence of its economic paradigm on the
country®® While the government had basically committed itself eoptocess up to the early 1990s, some
degree of skepticism began to emerge when the reform prodwdsedse outcomes as in the case of
China. Beresford, for instance, cautions about the pesssd of cronyism (and in fact, rent-seeking and
corruption are already widely prevalent) as a resulibafralization in the context of a donor-induced
state’s inability to institute a coordinated industrial pofityrhe onset of the Asian financial crisis in
1997 only galvanized the more conservative party leaders tsefipdaher opening up.

5. Under standing the Factorsin the Reform Processin China

What then could account for the introduction of thes®rms in China and Vietnam? This
research would dwell on three (3) main factors: (a) dteeof elites; (b) dynamics of social structures and
relations; and (c) the pressure from external facsbesnming from changes in the geopolitical and
economic environment.

5.1 Inter-Elite Dynamics, Intra-Party Politics and the Reforrmde@ss

The long reign of a single-personality politics in Chah&ing the time of Mao resulted in an
unprecedented instability in the succession among factiemaéders. The Maoist cult of personality
prevented the institutionalization of a formal, proegssgen politics® This was so because this political
arrangement was absolutely based on clientelism wherenameat, promotion and survival in the party
were solely determined by the degree of perceived loyaltildo. Party and state processes were
secondary to the informal web of relationships centereMao. This arrangement, therefore, encouraged
competing elite groups to vie for favor and good graces theniParamount Leader. Hence, the degree of
factionalism and favoritism was high since political \gye would often gain favor at the expense of
others. Furthermore, Mao encouraged this kind of factemalas a way to prevent any potential
challenger to threaten his position and authority. Explained the rationale behind the purging of
several high ranking leaders such as Liu Shaoqi, cutm@gan the mass purge of alleged “enemies of the
regime” during the Cultural Revolution.

Ultimately, the party was reduced as a mere adjunct instruof Mao who was supported by his
cabal of loyal followers such as the “Gang of Four” &hah Goufend? Party principles like democratic
centralism were lost, as the figure of Mao becamemsymous with godlike infallibility. The confluence
of Mao’s cult of personality, ideological excess ant-emtellectualism ultimately diminished the quality
and effectiveness of the economic policies pursued durirmsiera.

Interestingly, however, the absolute dominance of Maated the pressure for the counter-elites
to challenge the status quo. To begin with, reforrde@ ot have the favor of Mao since they represented
an alternative vision of what China should become. Armhiige reformers could not possibly challenge

¢ This speech was delivered in Hanoi on Van Linh’s visiprivate-public partnership enterprises in February 1389Mio,
“Viethamese Economic Reforms,” p. 47.

®1 See David Wurfel, “Perestroika, Vietnamese Style: Irob and Prospects,” in David Stubb (et¥ijgtnam: Facing the
1990s(Toronto: Joint Centre for Asia Pacific Studies, 1989),31p32.

%2 Melanie Beresford, “Doi Moi In Review,Journal of Contemporary Asiz8 (2), May 2008, pp. 221-243.

&3 Carlyle Thayer, “Doi Moi 2? Vietnam After the AsiamBncial Crisis,'Harvard Asia Quarterly4 (1), Winter 2000.

® This view is expanded from the discussion of Zang, “mtitinalization,”op. cit.

% The Gang of Four was an informal group of Maoist loggli®mprised of Jiang Qing (Mao’s wife), Zhang Chunquia@ Ya
Wenyuan, and Wang Hongwen. The Gang was like a ‘partyinngtparty’. They practically controlled the state dgrihe
Cultural Revolution and deliberately eliminated Maoial$ to ensure their power. See Ogdelmbal Studies, op. citp. 12.
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Mao by attacking him openly, the reformist clique utilizbg economic reform agenda as a proxy to
undermine the established thinking without appearing diregbiposing Mao and his cohorts. As
Fewsmith argued, “Deng and his allies did not first dgfdaiist loyalists] politically and then sit down
and think about economic reform but rather formulated@proach to the economy as part of the attack
on[these Maoist loyalists]®®

The purging of Mao’s rival — while had been brutal for s¥meprovided an opportunity for
victimized party cadres to see for themselves the sestilMiaoist policies in rural areas. In re-education
camps, many Chinese leaders saw the ill effect of igg@ty driven populist policies and how these
exacerbated the uncertain living conditions in rural comtimmi As Chang argued, this political
expulsion stirred an understanding that the “the igh@ariche leadership on incentives for production
efficiency, its blindness toward a sophisticated use othbery of price, theory of taxation, a socialist
commodity economy, flexible currency management, atere fundamental causes of China’s failure in
economic constructions between 1949 and 19%3Hus, the primacy of politics actually drove the initial
momentum of reform forward since the reformers knkat the successful delivery of more economic
rewards would be the key in cementing their position instaee?® They were conscious of the trauma
brought about by years of failed Maoist development strategy deliberately exploited that episode to
marginalize their political opponents.

Playing side by side with this political power play, the falof past economic programs such as
the Great Leap Forward also forced local leaders tbditernative ways to achieve production gains as a
means for physical survival of their communities. For imstain the village of Zengbu, the party’s local
secretary Lu Zhongzhu, who anticipated the imminent febdrtage, furtively defied central party
directive by ordering commune members to plant root craps as potatoes and cassavas in highland
plots®. These vital supplies later cushioned what could have beewjor famine experience in that
particular area. The same was also true in the chgelaui, which had always been a hotbed for
pragmatic economic thinkefs.

For other local party leaders, their approach had beme political and systematic than Lu’s
pragmatism in that some party personalities used fioenmeagenda as a way to undermine the loyalist
powerbase, especially after the death of Mao in 1976y @ttacked what was then called as the “Dazhai
model” in agriculture, which was based on collective prodaciind emphasized ideological reward over
material incentive§® After Mao's death, the successor Hua Goufeng continugtl ttie Maoist
development strategy despite its failure in the past.bBuhat time, the reform-minded new generation
leaders began to gather around Deng Xiaoping who was theeuwering his way to oust Hua from
power. In effect, the support for a more market-oriemtedelopment model became a referendum on
which side one would want to be identified with. Thi&swelearly the case with Zhao Ziyang in Sichuan
and Wan Li in Anhui. As early as 1975 before his second purddeag had been gathering support

% Fewsmith Dilemmas of Reform in China, op. cit.,60.

% For instance, the wife of Liu Shaogi, Wang Guangmes paraded around Beijing wearing necklace made of ping-pong
balls to humiliate her. Wang along with many victiafishe Cultural Revolution was persecuted because oftbsimopolitan
background.

% Chang,China Under Deng Xiaoping, op. cip, 23.

% Barry NaughtonGrowing Out of the Plan: Chinese Economic Reform 1978-1@8fbridge: Cambridge University Press,
1996), p. 61.

0 Potter and Potte€hina’s Peasantp. 73.

" Fewsmith, p. 22-23. Mao had earlier criticized Anhui’'s ienpéntation of household responsibility system (HRSh as
restoration of capitalism, and led a crackdown againisifers in 1959. When the pressure subsided, the localrkeadsy
renamed their rural program to conceal the contionaif the HRS in their areas.

2 Fewsmith, p. 19.
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among like-minded party personalities, and often personatbydinated internal efforts to neutralize the
influence of Maoist holdovers on the economy.

One significant case was Deng’s personal coordinatitih Wan Li who was then the minister of
railway during the last years of Mao'’s rule to let goatvDeng called “leftists” in the Chinese rail system.
Following Deng’s lead, second-tier leaders such as Walpegan to speak openly about the need to
restore market efficiency in the economy: “Anything tlza#n increase production, make greater
contributions to the state, consolidate the colleats@nomy, increase the masses’ income, and improve
their standard of living is a good methdd.”

The process of political coalition-building extended bed/the usual circle of party functionaries
to include even non-party technocrats who had always jpaetial to more pragmatic approach in solving
economic difficulties. The assimilation of the onmu@werless technocrats into the political establishment
was one of the unexpected outcomes of the purging dgidoring the Cultural Revolution. These
reform-minded technocrats would become an important gallitloc in the post-Mao period such as
Chen Yizi who would then head the influential think tank “®uevelopment Group’®

These technocrats under the patronage of reformist peatlers would bolster the cause of
economic reform, as many of their empirical studiesil be utilized to counter the stale ideological
rhetoric of the opposing factions. With the rise of Dersgthe Paramount Leader, there has been a
continuous trend toward ‘technocratization’ of the pappaaatus and state bureaucracy. Increasingly,
thus, debates have been phrased in scientific and enmhfangaiages rather than in traditional ideological
articulation and sloganeering. This is in keeping with wieawsmith has observed as the effort of the
Chinese Communist Party to be a “ruling party” rather thérevolutionary party,” suggesting a change
of role of political actors from mobilizing cadres to ryarg administrative functionS. In fact, since
1982, education and expert credential have increasingly leettensingle most important factor for party
and bureaucratic promotion, as there has been a stemtytoward specialization and professionalization
in the appointment of leadef¥Other technocrats who would be given the opportunitylt@iace in their
career were two unassuming engineers from Gansu Provinc@intdo (later president and head of the
party) and Wen Jiaobao (later as premiér).

The case of Vietham manifested a different set ohoes since the rise of the communist party
was very much intertwined with the country’'s anti-codd nationalist movement — first against the
French then later against the US-backed Ngo Dinh Diemmeegn the south. In the words of the former
party leader Le Duan, “the nation and socialism are”6hiehese unique historical circumstances created
a distinctive set of political opportunities and constgiuiifferent from that of the Chinese. Appeals to
patriotism and national identity were more purposely atgdoby the party and incorporated into the

3 Fewsmith op. cit.,p. 29. This was stated during an inspection of rural conitiesin Fengyang province in January 1979.

" Chen was former classmate of Deng’s son, Deng PufaiBgjjing University.

S Joseph Fewsmith, “The Political Economy of China’ariEition,” The Foundation for Law, Justice and Society Working
Paper, n.d., p. 8.

'8 Jean-Pierre Cabestan, “The Modernization of EfitesS. Feuchtwang, et. al (edsIyansforming China’s Economy in the
Eighties: Volume I(London: Zed, 1988), p. 85.

" The rise of Hu Jintao was particularly interestings father was a victim of the Cultural Revolution ahis experience has
deeply affected him and influenced his political outlook. BeeHarvey, “Getting to know HuAl Jazeera English Onlind.9
October 2007; viewed 29 August 2009.

8 Quoted in Carlyle Thayer, “Challenges to the LegitimacyVidtnam’'s One-Party State,” paper presented at the
International Workshop othe Search for Legitimacy: Managing the Consequences of Asian DeealpfNational University

of Singapore, 27-28 July 2009.
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practice of socialism, unlike the Chinese who wanted tibatately expunge their Confucian heritage
especially during the Cultural Revolutiéh.

Perhaps because of this unique historical contexte#itkership that had developed in Vietnam
was different from the single-personality absolutigmaracterizing China during the pre-reform years.
More strikingly than in China, the party in Vietnam {did political power through collective decision-
making among a small band of patriarchs that controhedptarty and state since independence from
France. Produced by having to fight successive externatshaied challenges since the war for national
liberation, this strong bond based on nationalist sentisn@as in stark contrast to the one-man political
showmanship of Mao, which resulted in fissures among thé generation of party members. As
discussed earlier, these fissures in turn created the tappgrfor the reform agenda to take hold in
China, as more pragmatic leaders used the reform procesmrginalize the conservative Maoist
holdovers.

According to Pike, communist Vietham had been run byrendtically sealed leadership group
whose composition remained basically unchanged fronestablishment of an independent Viethamese
state in 1945 up to the 19883while there had been the rise of charismatic leaslerk as Ho Chi Minh,
their rule had not superseded party protocols in the mahaeMao’s rule did. In fact, by 1960, Ho Chi
Minh had been relegated only as a political figurehead. Whédee had been efforts at deification to
elevate his status like Mao, such attempts were dogee th# end of Ho Chi Minh’s political life; thus,
preventing the possibility of nurturing a cult of persdgadluring his reign that could undermine the
established party processes.

Vietnam’s less fragmentary leadership structure hadrakimplications that had import to the
reform process. Due to this balance of power, Vietnas ade to introduce a clearer succession plan
compared with China, and there has been a consistentaniggtion of political relationships; thus,
making it harder for pragmatic leaders to challengesttigting paradigm without challenging the whole
system. In China, reformers tried to undermine the coatees by using the economic reform as a tool
without being threatening to the entire political estdisient. Hence, the reformers were able to gather
support even from those who advocated retention of smmeecentral planning tenets because they were
able to articulate the support to the reforms as a aepasue from other contentious matters related to
the position of the party in society.

Such approach would have been less successful in ¥ietimee factionalism was comparatively
low. The relatively unified leadership structure could exptae fact that, despite the early attempts at
reforming the economy in 1979, setbacks marked the firtolhdhe 1980s when the reforms brought
about socioeconomic problems. Another way of saying itthaisthe less competitive atmosphere among
various factions in the Vietnamese party might havayadsl the onset of reform by several years, and this
could be explained partly as an indirect outcome ofndietese party politics. According to Thayer, a
process of “rejuvenation of the party” has been introdusiace 1976 wherein one-third of Central
Committee members are routinely retired every fivag@&aThis meant that opportunity to be part of the
ruling establishment was there, and party leadersna@mbers would rather support the status quo than
challenge it, knowing that the window of opportunityatchieve power was regularly open. In short, the
system tended to be biased toward the conservativeswahislearly shown when the initial attempts at

" During the Cultural Revolution, Red Guards would routinerate every home, and destroy all evidence of religious
activities and Confucian proclivities; see Potter aatddP, China’s Peasants, op. cipp.83-89.
8 Douglas Pike, “Vietnam: Who Will SucceedPhe World and | Educational Resource and Archilime 1987; cited in
Carlyle Thayer, “Generational Change in Vietnam,” pgwesented at th€onference on Generational Change in Indochina,
Rosslyn, Virginia, 29 August 2003.
8 Thayer, “Generational Changap. cit.
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reform were rebuked by central planning advocates whmizetl the reforms for bringing “negative
phenomena®

In another words, in a condition where the leaderalap relatively unified or the reformers and
conservatives were sharing the same degree of politicaiadge, it would be harder for any reform to be
initiated and sustained granting that no other extemeiternal factors were at play. Somehow, political
stability as measured by the degree of political fragnientaended to dissipate the sense of crisis that
could spark reformist pressures. Brian Womack describegtirisomenon as “reform immobilis "

On the other hand, this political arrangement had it®rsiining since in a condition of less
factionalism, leaders felt compelled to sustain such uHignce, there was little incentive to engage in a
political “war of extermination” unlike in Mao’s China. Bhimight explain the fewer cases of persecution
and high profile purging in Vietnam. In fact, purged refaigrikke Nguyen Van Linh owed much to the
conservatives as he did to the pragmatists since cotiserparty leaders who had a “change of heart” on
the reform also instigated the rehabilitation of mariged reformers. For example, once formerly
opposed to the reforms, party doyen Le Duan later pubtigticized the ill effects of “bureaucratic
centralism.®* The same was true with Truong Chinh who previously hartbagMaoist leaning®

Like in China, the trend toward technocratization digymaking also influenced the continuation
of reforms, albeit in a limited degree. For instancetlenaverage, 25 percent of National Assembly
members from 1992 to 2002 had postgraduate qualificatforiazen in the military, officers have been
availing of overseas education and training in Westerntgearincluding erstwhile nemesis the United
States. Thus, ideological percolation and transmissfowestern economic concepts might have been
possible through these educational exchanges. While nattlgispurring the onset of the doi moi
reforms, such technocratization of the state and buraeyiallowed the embedding of free market
thinking that could possibly ensure the continuation of réiferms®’ In terms of generational shifts,
Thayer suggested that Viethamese party membership haslh@emg a trend of dropping age average,
pointing to the possible emergence of a new generaficadyes whose political and economic outlook
might not be trapped in the rigid Cold War mindset and thentry’'s tragic postwar history. However, in
the same work, Thayer showed that party membership arhengd¢tnamese youth has been increasingly
less attractiv&® This could be a possible outcome of the market refonhish created new opportunities
for personal and career advancement outside of the @actyas the opportunities presented by becoming
entrepreneurs for young Viethnamé&3e.

5.2 Supportive Social Structures and Indigenous Relations
A number of authors have suggested that the reform agemdd not have prospered without the

existence of supportive social relations that some wbeeiconsider uniquely Chinese. Individualistic
societies such as those in the West might have provige@rnabling environment for the rise of the

82 Kimura, The Vietnamese Economy, op. @p, 47-50.

8 Brian Womack, “Vietnam in 1996: Reform Immobilisrd\sian Surve®7 (1), January 1997, pp. 79-87.

8 Quoted in Kimuragp. cit.,p. 50.

8 Vo Nhan Tri,Vietnam’s Economic Policy Since 19 ngapore: Institute of Southeast Asian Studies, 19908 %p.

8 See Thayer, “Generational Change.”

8 Hongyi Lai, “Vietham’s Reform in China’s Perspectilitically Ahead, But Economically BehindEast Asia Institute
Background Brief No. 3282 April 2007. However, some observers like Womack cited ahadesome reservation about
this.

8 Thayer, “Generational.”

8 Sarah Turner and Phuong An Nguyen, “Young Entrepreneurs) &apital andoi Moi in Hanoi,” Urban Studiesi2 (10),
September 2005, pp. 1693-1710.
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capitalist system, but the same individualistic seesetvould appear to be less resilient in shoring up
capitalism after years of economic central planning.

In contrast, China’s family-based society somehow pravithe necessary relational resource to
allow some form of economic transaction to persishouit state intervention especially during the era of
collectivization. In a period when economic activitiegere highly regulated, these relationships offered
safe haven for economic transactions to happen, andeiralbisence of property laws, such relational
factors gave stability to what could have otherwise lieginly uncertain economic exchanges. Central to
this was the idea known &uanxi.®® Guanxi literally means relations or relationships, arsl palitical
and economic implications. Economically, while guanxi mhide secondary in its effect on the
emergence of market reforms, it has served a vitaimajenerating economic activities during the period
of reform both as a source of capital and means ofnaigg production and distribution of
commodities’* This makes guanxi an important factor in sustaining the mameaf reform in China.

During the Maoist period, these relationships were vitauistaining underground economies in
rural and urban communities. In a condition of extresoarcity, these relations produced informal
networks of underground commerce and black market for gédd=ese informal structures of economic
cooperation would serve as the backbone for an intigstrepreneurial class when the wave of reform
finally swept in. Thus, when the reform agenda moved ¢be@mic focus from large government-owned
industries to small and medium-sized family-owned entseprithe new policy had a natural constituency
of support. In the rural setting, for instance, familiesl groups connected by guanxi were the first to
capitalize on the move to contract farm lands togtevindividuals or collectives. Families and groups
would often capitalize on their connections to genetfa@enecessary initial capital to enter into thel sai
contracts with the state. For the fortunate fewseéhgroups would even borrow money from their Chinese
relativesggrom Hong Kong and other commercial areasAsia to participate in auctions for land
contracts.

Interestingly, the politics of identity in China hasalpresented a supportive foundation for the
market reform. In the case of the Hui minority in Chiviaich has been traditionally a trading community,
the relaxation on commerce in the post-Mao period wasonly economically significant, but also
culturally essential for many minority groups who had z&ii the market in the pre-socialist period to
assert their identitie¥. The drive to use the new economic freedom to assartittentity was motivated
by the belief that getting ahead economically was thg waly to achieve social equality in the Han-
dominated Chinese society. After the 1978 opening up, the MuBlirhave since become the nucleus of
a robust private sector in Quanzhou City in southerraRyrovince. As a result, these minority groups
have seized upon the opportunities presented by free comaextool to offset their marginalization in
the Han-dominated Chinese society.

Similar to the Chinese experience, the human and clininutiae of Vietnam also provided an
anchor that facilitated the initiation as well as toatinuation of the doi moi reforms. In fact, in see
cases, these relationships had obstructed the full imptatieen of central planning. Family-centered

 Thomas Gold, “An Introduction to the Study of Guanxi,” in Gold, Doug Guthrie and David Wank (edsSpcial
Connections in ChinéCambridge: Cambridge University Press, 2002), pp. 3-20.

1 Gary Hamilton, “Culture and Organization in Taiwan'safdet Economy,” in Robert Hefner (edMarket Cultures
(Boulder: Westview, 1998), p. 63.
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social orientation among Vietnamese is so deep tleatdlmmunist party has experienced tremendous
resistance in eliminating family-based commercial aasiduring the period of economic centralization.
For instance, during the intense agricultural collectiioraprocess in North Vietnam during the 1950s
and 60s, there arose the practice of “subsidiary fammdgnomy” (kinh te phugia dinh)wherein
cooperatives tolerated families cultivating a portiosadperative land for their personal d3e.

Authorities found out that farmers would work harderamily-allotted plots than in cooperative-
controlled farmlands precisely because these smak jglave peasant families their source of personal
income either by using the land for raising livestock witivating cash crops for sale in underground
markets. This practice indicated the persistence of astabformal market economy outside of central
planning, which was fundamentally sustained by family iatat and networks. Alongside the
centralization of commercial activities under the tigggulation of the state, there was a parallel poces
of institutional indigenization where central planning coseed with market—type relations and
activities®® Hence, the doi moi reforms especially the initiatmesturings in agriculture (such as the
product contract system) did not start from scratch, veas in fact only an expansion of existing
grassroots commercial practices.

Even after the reunification in 1975, private enterprisénénsouth was never fully suppresSéd.
Due to the significant decrease in external aid as wouttisoceissed in the next section, the second half of
the 1970s was marked by pragmatism of individuals and leanlemspe up with the destitute condition.
According to Binh, the situation was so serious th@inemic actors such as collectives and state
enterprises simply ignored government orders and conduatechercial activities on their own, such as
refusing to work on collective farms, establishilkhoan chui”(secret contract) between collectives and
families or between state enterprises and private metsffaThese unsanctioned economic activities
were broadly referred to as the “fence breaking” maai? These informal relations made the
government crackdown on private commercial activitiesdwtihce even party leaders were benefiting
from smuggling and black market transactions, spec#igalthe south. Ultimately, the relationship built
during this period also proved significant in carrying out consraktransactions during the doi moi
years and beyond.

In the urban sector, these social relationships wee edsential in giving reform policies actual
flesh in their application, and cushioned potentially aslveffects of economic liberalization, particularly
the onset of unemployment that came with the restringt of state-owned enterprises. Family networks
have been an essential component in what some autlharscterized as social capital-driven
entrepreneurshif® For instance, kinship networks are being heavily used éesaing capital and in
hiring employees. Viethamese also access resources duerseas compatriots call&tlet Kiey who
invest or repatriate some $2.5 billion annuaffyOn the whole, these human networks became a big
stumbling block to the full implementation of centralmplang, and subsequently created the opportunity
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for market-oriented reforms to take place. One can malesa that the doi moi reforms did not actually
drive the changes on the ground, but it was in fact aadgselicies catching up with the actual practices
and activities of the Vietnamese people who were opétying new ways to improve their lot regardless
of what the authorities said.

5.3 Changing Geopolitical and Economic Environment

A confluence of major geopolitical events impacted, alipglirectly, on the transformation of the
Chinese economy. The first two decades after the estatdist of communist rule in China in 1949 were
considered an era of heightened geopolitical tensiojuebbetween the West and the Eastern bloc, but
also between the Soviet Union and China. Former advisret&tate Planning Commission, Ma Hong,
asserted that during this time there was a shared sahtan®ng Chinese leaders that the country was
surrounded by hostile forces especially after the Kowan in the 19508°2 This “siege” mentality was
further reinforced by the deterioration of China’'s relagioip with the Soviet Union, its erstwhile
economic patron, in what is now called as the Sino-$&pdit. It was this geopolitical situation that
compelled a sense of urgency among Chinese policymakersdierate the development of its material
base to ensure the country’s survival. According to Liihoagh Mao and Deng had two different
approaches in dealing with China’s external problems, bottedghhe belief that the survival of the
Chinese regime would be determined by the state’s capaditghieve economic progress in the soonest
possible timg®®

Hence, the open-door policy of Deng Xiaoping, accordingaip should be placed within this
context of geopolitical constraints such as the intgng ideological rivalry between the Chinese and the
Soviets for supremacy in the socialist bloc. This Sino-@aamtagonism readily gave the reformers the
rhetorical ammunition to blame the latter for the désmataced by the former during its central planning
stage. In fact, Deng in a speech before some Chinaedligpmmunist parties in Moscow in November
1960 gave a scathing attack against the ruling Soviet communtigt gt@ting that “the Soviet party is
opportunist and revisionist; it lacks any deep knowledge ofiglay; its ideas about disarmament are
absurd; peaceful coexistence could mean nothing... the Soeeataf a division of labor among the
countries of the socialist camp is wrong, and China moister way.***

Likewise, China had been aware that some Easternitestallates like Yugoslavia and Hungary
had managed to introduce political and economic progranepémdlent from the diktat from Moscow.
Moreover, the period of détente with the United Statemguhe last years of Mao only deepened the
belief in the Chinese establishment that its most dangedessary at that point was the Soviet Union.
Hence, one can make the argument that the pressureatbacimew economic paradigm was part of
China’s assertion of its ideological independence, areffbst to undermine the supremacy of the Soviet
Union in the Eastern bloc.

But more importantly, the pressure of introducing a neweld@pment blueprint came from a
realization among the political elites that China hadhlde& behind by its neighbors in East Asia. The
figures and statistics were particularly jarring focauntry that had always considered itself the most
advanced in the region. While its neighbors had achieveepagoal growth rates between 1965 and
1973, China was a sore thumb sticking out with an averageelef more than 7 percent during the

192 Ma Hong,New Strategy, op. citp, 23.
193 ai Sing Lam;The International Environment and China’s Twin Models of Develop(Bemn: Peter Lang, 2007).
194 Quoted in Harold Ford, “Calling the Sino-Soviet Spiudies in IntelligengaVinter 1998/1999, pp. 57-91.
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same period® The regime’s political nemesis, the ruling Koumimarationalist party in Taiwan, was
able to achieve an average of 10 percent growth comparetheigide of China’s economy.

The impact of new strategic realities with the Simw8t split and improvement in US-China
relations, and the pressure from the developmeris afaighbors shifted the outlook among the political
elites in the country. Between 1978 and 1979, there wasasiaoge economic coordination and joint
activities between the US and China such as in the arealofdlogy sharing and China’s opening up of
its energy sector to American compani&sThe desire to acquire new technology and develop itsrexpo
industries ultimately added to the sense of urgency thawaapproach should be tried. No less than
Deng mentioned this in his speech in March 1978: “Profoundgesahave taken place and new leaps
have been made in almost all areas. A whole rangsc@nces and technologies is continuously
emerging... Backwardness must be recognized before it caimalnged.*’

China’s liberal trade reforms were also crucial in gatigeand consolidating political support
when these reforms brought about cascading levelsreigfo investment to the country. From 1984 to
1989, China received $2.82 billion in investment, which further aatekkrto over $37 billion in 1995
alone!®® This made China the destination of 60 percent of aligardirect investments in Asia, and 12
percent of all foreign direct investments worldwideonically, such big slice in the allocation of
investment contributed to the deterioration of econositigation in the second half of the 1990s that
culminated in the Asian financial crisis in 1997, as foramrestors preferred to sink their money in
China than in Southeast Asia.

Like China, Vietnam’s decision to introduce and sustaindbiemoi reforms was profoundly
influenced by the changing geopolitical and economic envirohnBan in comparison to China whose
economy was bigger hence better able to endure econonasksslexternal pressures had more profound
influence on Vietnam'’s economic standing; thus, progdirmore compelling exigency that shaped elite
decision-making in favor of opening the economy. Priohtoreforms, Vietham had been heavily reliant
on external aid and assistance to keep its economgt adled its people fed. During the most intense
period of military confrontation against the US betw&666 and 1975, foreign grants averaged about 64
percent of the total non-military expenditdfé.

After the victory of the communists in 1975, economic #&ste ceased, and trade relations with
the West were hurriedly severed. Internally, the naetese worked for the expansion of the central
planning in the south, which as earlier discussed had déaifure. Externally, the new socialist regime
replaced its old dependence on foreign aid with a ng& tf dependence on Eastern bloc economic
grants with the signing of an agreement in 1978 under theewank of the Soviet-led Council for
Mutual Economic Assistance (CMEA). In the same y&&etnam entered into a 25-year Treaty of
Friendship and Cooperation with the Soviet Urfith.

195 Harry HardingChina’s Second Revolution: Reform After Msidashington, DC: Brookings Institute, 1987), pp. 38-39. For
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For a country that depended significantly on externasiasge from its ideological kindred, the
deepening schism within the socialist bloc constricted jarnegonomic lifeline for Vietnam. From 1976
to 1980, Vietnam relied heavily on Soviet assistance, whiabniv enough to offset the immediate
termination of economic aid by the Chinese in 187#8/ietham’s invasion of neighboring Cambodia in
December of the same year, and the subsequent intafdioe Chinese military into northern Vietnam in
1979 created a severe condition, which Fforde and de Vglled “systemic crisis,” i.e. a sustained
period of uncertainty posing an existential threat tosgirg sustainability of the reginmé? The aid crunch
also meant the serious cutting back on capital impote as machinery, tools, raw materials and other
essential goods, which directly affected the centrahmhg efforts of the government, especially after
reunification. In short, the economy was teeteringveny serious macroeconomic imbalances.”

This externally induced crisis provided the impetus for padgérs, cooperatives and individuals
to engage in “reform from below There was a tacit admittance among the broad seofotise
Vietnamese society that the central planning experimest unsustainable given the magnitude of the
country’'s economic problems. As a response, Vietnaartest to orient its economy outward by
liberalizing its trade and investment policies. In an gbteta push the country’s integration with the
global economy, Vietnam entered into trade agreemeitifismore than 60 countries and initiated trade
relations with 170 others. These bilateral and multigdteconomic relations became the engine of growth
for its economy throughout the 1990s. Foreign direct imvest in Vietnam averaged about $2 billion
annually, or equal to 4 percent of its gross domestic prdtfuletom 1988 to 2006, two-thirds of the total
foreign investments to the country, amounting to $16 billame from its neighbors in Asia including
Singapore, Taiwan, Japan, South Korea and Hong Knbhis made East and Southeast Asia major
contributors to the economic dynamism of Vietnam.

Vietnam’s 1995 membership in the Association of Southéasin Nations (ASEAN) only
showed the country’s readiness or willingness to compddagside some of the world’s most
economically liberal nations. The decision to apply femmbership to the ASEAN was prompted by the
intention of securing favorable conditions to carry siteconomic reforms, which by joining a larger
grouping would give Vietnam greater leverage to compete@hiha, and at the same time maximize the
benefits of establishing formal economic and traddiogla with the United States with the signing of the
US-Vietnam Bilateral Trade Agreement in 2000. The latt@s a pivotal step for the country’'s foray into
the global economy, as it opened the pathway for Vietmaccession into the World Trade Organization
(WTO) in 2007, and subsequently gave the country the grebnh tligtap financial resources from
international lending institutions” The ratification of these trade agreements also broabbut the
necessary changes in the country's institutional andligadi make-up since these economic accords
would require the re-writing of practically all commedaws in the country; thus, further cementing the
market-oriented economic paradigfiin this respect, the reform agenda was transformed dmactor-
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led process to an institution-driven process; ensuringetrext with the change of political leadership, the
doi moi reforms would continug?

6. Conclusion

How does the theoretical framework outlined in this kipiece apply to the advent of the
economic reform process in China and Vietham? As showheirdiscussion, elite decision-making is
crucial in every step of the reform process from it$iation, continuation and expansion into other
sectors. But the distinctive character of one-partyadist regimes makes the process of policymaking as
it applies to economic strategy more nuanced. In Chugasee that the pragmatists ingeniously took
advantage of the reform process to subvert rule of Mla®ists, and later to outmaneuver their
conservative rivals in the ensuing battle for politicalcession after the death of Mao. The Chinese
experience shows that there was a clear political pnd@ng to the market-oriented reforms during the
Dengist years, which as time went by have become isiaglg driven by ideological and technocratic
inspirations.

The persistence of proto-market networks in Chinese gp@et the shift in the geopolitical
environment provided the structural grounding to these refotmtsrnally, the pragmatists while
cognizant of the existence of market mechanisms in am@lurban communities had been surprised to
see the overwhelming popular support to these readjustndense, the reforms did not just assist in
consolidating their power in the party, but also gawarla solid constituency. On the other hand, the
normalization of relations with the United States andoRer and the schism within the socialist camp
made support to the central planning paradigm quite anactico@kina’s socialist market economy was
not only a vigorous assertion of ideological independenaa ftee Soviet reading of what constituted
socialist economic praxis. It was also a practical entw capitalize on previously untapped external
resources such as technological exchange and scidmiific-how outside the Eastern bloc.

The case of Vietham was more complex in a numberays. The succession of military conflicts
resulted in a more cohesive political class, driven niiyre strong sense of nationalism than by pure
ideological conviction. Having developed a perception of beimgtantly under siege by hostile external
enemies, the Vietnamese leadership has grown relativedg unified as a political actor. However, this
form of political cohesiveness might explain why thdomm process in Vietnam had been more
inconsistently pursued than in China. In fact, policy realersarked the early years of the incipient
reform agenda. This might be because the economic ibariepursuing market reform could not
outweigh the political cost of provoking divisiveness amparty and state elites.

However, the political obstruction presented by a lesgnfientary leadership structure was finally
overcome by external factors notably the inadequacy ohani assistance and the continued
geopolitical instability in Indochina. Whereas the Chinessrket reform had political undercurrent
particularly during its inception, the Viethamese caseveldl that the introduction of doi moi reforms was
actually driven by necessity rather than by politicalc@ations. However, given the increasing
interconnection of Vietnamese domestic economy withgtblbal economy, it would be less likely to see
the reforms being reversed without incurring the wratlpaierful external actors that the communist
party does not have control over.
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