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Since the 1970s S&T policy analysts have drawn a distinction between policies explicitly directed to S&T instruments (for example, patents, intellectual property rights, and decisions about scientific endeavours to support or the specific targeting of technologies, such as microelectronics or new materials) and instruments not specifically directed to S&T but influential in its performance, success, and failure (for example, economic and financial policies, labour codes, environmental standards). Throughout its mission, the international team was able to garner a very consistent picture of the current framework of explicit S&T policies and the relationship between these and a broad range of implicit policies. Briefly, that consistent picture may be summarized under three points: 

· The basic direction of Viet Nam's S&T policy framework is evolving toward the removal of rigid controls, and this is viewed positively by almost everyone with whom we spoke.  

· There are, however, too many explicit policies, and the tendency is to create yet more, with the result that generally sound policies are becoming part of the problem, rather than part of the solution. These are serving to create a bureaucratic nightmare of inconsistent signals from government and conflicting decisions from different ministries, such as Ministry of Planning and Investment, Ministry of Industry, and Ministry of Science, Technology and Environment (MOSTE).  

· A broad range of implicit policies (and procedures to implement them) conflict directly and seriously with explicit S&T policies.  

Some policies are viewed as explicitly supportive of S&T. For example, beginning in 1987, a government decision removed the state monopoly on S&T. This was followed by decrees on foreign-technology transfer (1988); on organizational and individual rights to enter into contracts or to cooperate in S&T activities (1992); and on external grants in support of S&T (1994). A Civil Law promulgated in 1995 included protection of copyright, industrial property rights, and a legal framework governing technology transfer; a foreign-investment law governing S&T activities in economic projects was also passed. And a Law on Science and Technology, now being prepared, is in its 12th draft (MOSTE 1997). 
In addition to these measures, a large number of regulations, including many of an implicit S&T nature, have been promulgated. These relate to the contracting and procurement of technologies; to domestic and nondomestic financial requirements; to ownership; and to specific technological requirements of a sectoral nature. All of these imply an enormous shift from the situation of only a decade ago, when all S&T activity was under the exclusive jurisdiction of the state. By all accounts, however, the process has not been smooth, and we were advised that as a result, some 4 500 separate regulations now pertain in one form or another to investment and technology access, transfer, and application. Many people attempting to work nationally in the new market economy, to build international linkages, and to mobilize S&T to that end expressed the view that the number and extent of regulations have become one of the principal barriers to Viet Nam's industrialization. "These regulations," we were told, "make it impossible to compete. They result in confusion, conflict, and corruption." 
Among the specific issues of policy and policy coherence consistently raised were the following: 

· Savings and investment — Economic and financial policies and the Vietnamese financial system in general may result in a relatively low domestic-savings rate, compared both with other countries in Southeast Asia and with the levels of investment required to support high rates of economic growth in Viet Nam. Academics, researchers, government leaders, and Vietnamese businesspeople emphasized that without much higher levels of domestic savings, the process of technological renewal in the productive system will depend on FDI, joint ventures, loans from international financial institutions and banks, ODA, and informal sources of capital. Although Viet Nam has succeeded, particularly in the early 1990s, in the mobilizing of foreign financing, this has been declining over the past 2 years.  

· Overdependency on external capital — Beyond the question of the availability of external capital to obtain new technologies, concern was expressed at many levels over the implications of overdependency on such capital, particularly in light of the recent financial turmoil in Malaysia and Thailand. A view expressed by one Vietnamese businessperson, but reflected in the comments of many, was that unless Viet Nam's financial system is transformed and domestic savings increase greatly, "we will continue to have little choice over where to obtain new technology and to receive outdated equipment and machinery." If the intention of the Government of Viet Nam is to follow such counsel, then policies and practices to increase domestic savings are called for. In this connection, the international team is of the view that the right combination of S&T policies applied to Viet Nam's traditional sectors can generate significant increases in domestic savings. More is said on this in Chapter 5, and useful data are given in Appendix 2.  

· Tax constraints — The explicit S&T policies of Viet Nam are designed to encourage and support the acquisition of new technologies, but tax laws and the tax-collection system impose constraints on the acquisition of technology, particularly for private enterprises. The manager of a private firm reported receiving frequent visits by district, city, and national tax authorities and indicated his firm was not allowed to deduct the full cost of R&D from its taxes. Practically all the firms we visited, including SOEs, indicated that they had to pay taxes on the import of capital goods and equipment, which, added to the lack of credit, severely limited their capacities to renew their production lines, and several people indicated that their firms faced problems with export taxes and duties on intermediate goods for export products. The announced intention of the new government, to introduce a value-added tax to replace the current turnover tax, was welcomed by all the businesspeople we spoke with. The current turnover tax is universally thought to discourage domestic production, as it makes domestic products more expensive than imported ones and discourages technological innovation. The need for tax incentives to promote R&D and to favour investments in technology-intensive capital goods was frequently mentioned by managers in all types of industrial firms.  

· Credit — The announced intent of Viet Nam's current S&T policy is to support "domestic R&D capabilities and to apply these to Viet Nam's capacity for production of machinery and equipment" (see, for example, GOVN 1992). The international team met with people at several research institutes where R&D efforts have resulted in the capacity to produce capital goods, but the lack of credit policies and venture-capital arrangements appears to undermine these efforts. Although access to loans can be improved slightly through the creation of spin-off enterprises, this appears not to have been an effective solution, owing to the lack of credit and medium-term financing. This is one of the problems that will severely limit the possible transformation of national, city, provincial, and industrial research institutes into engineering firms producing and selling capital goods for industry and providing technical and training services. Government officials, research-institute authorities, and businesspeople mentioned on several occasions the need for venture capital at favourable interest rates, with medium- and long-term repayment periods, and for a financial institution with a good knowledge of the problems of pilot-plant financing, technology upscaling and development, and experimental production.  

· Import substitution — Several senior government officials drew attention to a complex and delicate S&T-policy problem emerging out of the relations between the trade regime and the acquisition of technology capabilities. Conscious or de facto import-substitution policies, like the ones in place at present in Viet Nam, may provide some breathing space for firms engaged in the production of equipment, machinery, consumer durable goods, and consumption goods. However, unless properly handled — especially in the short lead up to Vietnamese integration into AFTA — with systematic reduction of tariffs, conditioned on export performance, transparency, and reliance on nondiscretionary policy instruments, in a few years many of the existing policies will generate severe domestic problems. We should also note the perception conveyed to us that informal trade may be limiting the impact of protectionism in some industrial sectors, such as garments (in which local firms are being forced to move upscale), consumer electronics (witness the large unsold inventories of local firms), and some small capital goods (for example, small diesel engines). To an extent, this is true, but in our view it is no substitute for a trade regime consistent with industrial development and technological-transformation objectives. Moreover, as mentioned previously, the changes in foreign-trade regimes that Viet Nam has agreed to as a requirement for its membership in AFTA, will radically limit the range of policy measures it can use to protect its domestic industries.  

· Import procedures — A frequently raised issue (related to the above) is the rather cumbersome import procedures for capital goods, technology services, and spare parts, which are limiting timely access to foreign sources of the technology needed for some sectors of industry to function smoothly. This, we were advised, is affecting equally SOEs, joint ventures, wholly owned subsidiaries, and local private firms. Their representatives expressed their frustration and referred to the high opportunity cost resulting from time spent in transactions with customs officers, even without considering the costs of corruption. All of these issues will come to a head when tariff barriers are drastically reduced by 2006, when Viet Nam joins AFTA.  

· Frequency of policy changes and lack of instruments — In most of the meetings with policymakers, researchers, businesspeople, professors, and government authorities at all levels, the issue of the frequency of policy changes and the lack of instruments to implement policies was a recurrent theme. This situation generates scepticism and concern. Frequently, we also heard that "we have good policies but they are not put into practice." Statements such as these betray a confusion between declarations of good intention (party statements, ministerial speeches) and effective policy-making, which must include the means of putting good intentions into practice.  

To summarize, then, we can say these are some of the problems of S&T policy and policy coherence raised by people we interviewed. Regularly, the international team was told that the state had, on the one hand, turned over large parts of the economy to the interplay of market forces but had, on the other, maintained a monopoly over an array of crucial economic decisions. This was leaving many people in a state of uncertainty about the future and, more importantly, about the risks and the returns from engaging in market-directed entrepreneurship. The most frequently cited factor, one of widespread consensus, is the country's financial sector, which is proving incapable of supporting those very individuals and firms that the government encourages to take advantage of S&T and market opportunities. The responsibility for this is laid by most at the doorstep of government, because of the lack of direction on financial reform. 
This underscores the fact that probably the most important question the Vietnamese leadership faces at present is how to translate political will and general policy statements into specific measures and concrete, workable action plans. This will require much greater clarity and coherence between different policy instruments and, most importantly, in the application of these policy instruments (see box 1). 
	Box 1 

Suggestion 
A possible fast track for improving coherence in S&T policy 

The Government of Viet Nam recently established the new position of Vice Prime Minister responsible for Science, Technology, Education and Training, Health and Social Affairs, Culture and Environment. This elevates the importance of S&T as a central instrument of national policy and affords an opportunity to bring a broad range of policies into greater harmony. 

To take advantage of this opportunity and to bring about needed changes and results in the short term, an initiative similar to ones undertaken previously by Lee Kwan Yew might be of value. The Vice Prime Minister might form a Special Task Force, of no more than 24 members, with one-half from within Viet Nam, some of the country's principal stakeholders in the use of S&T for modernization and industrialization (that is, the most senior individuals in Viet Nam's business and industry community and the heads of a few of Viet Nam's leading R&D institutions). The remaining one-half would be mainly the chief representatives of foreign MNCs that have made significant investments in Viet Nam, along with very senior representatives of financial and development agencies, such as the World Bank and the Asian Development Bank. 

The Special Task Force would be needed for no more than 3 months and its mandate would be to recommend to the Vice Prime Minister a package of specific measures, policies, and actions to be implemented without delay to reduce the contradictions in current S&T policies (explicit and implicit) and eliminate certain immediate barriers to effective technological transformations (for example, aspects of licencing policies, customs policies and practices, and certain aspects of taxation). 


