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The Banking System 
by John Brinsden 
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ntH the reforms of 1992, the 
Vietnamese Constitution 
provided that banking was 
a function of Government. 

State-owned institutions will continue to 
exist under new banking legislation. But 
since 1988, the banking sector in Vietnam 
has evolved into a multi-sectorial system. 
It is now possible to take advantage of 
services offered by joint-stock and private 
banks, as well as joint-venture and foreign­
owned banks. 

The following banks currently operate in 
VN; compared with the pre-1988 banking 
system, they represent an impressive spread. 

State-Owned Banks 
Holders o[ full foreign exchange licenses: 
the Bank for Foreign Trade of VN 
(Vietcombank); the Industrial and 
Commercial Bank of Vietnam (lncombank); 
the Vietnam Bank for Invesbnent and 
Development (VID Bank); and the Vietnam 
Bank of Agriculture (Agribank). 

These banks are fairly traditional in their 
activities and, although they now offer full 
general commercial banking services, State­
owned banks still tend to be associated with 
their more specialized prinCipal functions. 

With regard to foreign commercial transac­
tions, the Vietcombank is the market leaders 
with 15 foreign-exchange licensed offices 
throughout the country and an estimated 
73% market share in trade finance. In the 
past, Vietcombank has operated on a ·fed­
eral' system, each branch being highly 
autonomous and even maintaining its 
own external accounts and correspondent 
relations. This is now changing as the 
Vietcombank develops a more centralized. 
treasury function. 

Joint-Stock. Banks 
The following list is not comprehensive, 
but is representative of those banks holding 
foreign exchange licenses a t the end of 
November 1993: the Vietnam Export­
Import Bank (Eximbank); the Saigon Bank 
[or Industry and Trade (Saigonbank); the 
Maritime Commercial Stock Bank 

Maritimebank); the Asia Commercial Bank 
(Asiabank); and the Eastern Asia Bank. 

Joint-stock banks (that is, banks whose 
capital is held in the form of shares) are 
relatively new to VN, dating from the end 
of 1989. Although individual private share­
holders are permitted, these form a small 
minority at present, with by far the majority 
of bank shares in the hands of local or 
national gavemment-owned entities. 

Interesting is the recent decision by the 
State Bank of Vietnam (the central bank) to 
allow joint-stock banks to sell up to 30% of 
their shares to foreign investors (with a 
maximum 10% holding by each shareholder 
or group of related shareholders). 

As might be expected, where a profit 
motive is involved, the joint-stock banks 
have been more aggressive in seeking new 
business and increasing their market share 
against well-entrenched State banks. 

Joint-Venture Banks 
The following j-vs operate with foreign 
partners (country of partnership is also 
noted): Bank Indovina (Indonesia); VID 
Public Bank (Malaysia); First Vina Bank 
(Korea); Foreign bank branches Australia 
and New Zealand Banking Corporation 
(Australia); Bangkok Bank (Thailand); 
Banque Francaise du Commerce Exterieur 
(France); Banque National de Paris 
(France); Cathay Bank (Taiwan); Credit 
Lyonnais (France); the Thai Military Bank 
("Thailand); and Standard Chartered Bank 
(UK) - to open mid-1994. 

Foreign banks initially tended to concentrate 
on trade finance; they are now encouraged, 
through such means as a sliding scale of 
reseIVe requirements, to engage in mediwn­
term project finance. 

There remains, nevertheless, a considerable 
degree of doubt within the Vietnamese 
financial corrunuruty as to whether foreign 
banks are beneficial to VN. Many senior 
officials, both inside and outside the bank­
ing system, express concern that the unre­
stricted advent of 'giant' foreign banks will 
swamp local banks before they have a 
chance to adjust to the competition. 

This is a serious concern. Vietnamese 
banks are grossly undercapitalized for the 
tasks they are required to perform, and 
both systems and management skills, nur­
tured as they were in the centrally-planned 
socialist economy, are not yet geared. up to 
the competitive free-market environment. 
These fears may appear to be overblown, 
however, as Vietnamese banks coped with 
change far better than expected. 

Cash Management 
Although the financial system in VN still 
has some way to go before providing a full 
range of sophisticated financial tools to 
corporate treasurers, basic banking services 
are available in the country. Although 
State Bank policy is to boOst the use of the 
local currency, the Vietnamese dong, in all 
domestic transactions, the reality is that 
VN today is a dual, if not multi-currency 
country, with the USS freely exchangeable. 

Indeed, in areas such as payment for 
accommodation, transport and utilities, 
foreign organizations are obliged by regu­
lation to settle their accounts in foreign 
currency. Furthermore, foreign representa­
tive offices are not allowed to keep bank 
accounts in local currency, although com­
panies under the foreign investment law 
can do so, license permitting. 

Under the present situation, foreign com­
panies are permitted to: keep accounts 
with local banks (including local branches 
of foreign banks) in foreign currency; 
freely remit foreign funds into VN, both 
for credit to an account and payment in 
cash; and remit out in foreign currency 
where: the funds are surplus to their 
requirements (that is, they do not exceed 
the amount officially remitted in). Care 
should be taken to ensure that the 
Investment License includes general 
approval for such transactions. Any other 
purpose for which special approval is 
obtained from the State banks is also per­
mitted to remit in foreign currency. 

Prudence must be exercised when dealing 
externally in US$ transactions and note 
taken of US regulations which continue to 
restrict some transaction-related contracts 
established prior to February 3. 
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Advice should be sought from a bank 
familiar with the Vietnamese scene. 

Subject to certain constraints, loans may 
be raised locally in foreign currency and, 
in certain cases, local currency. 

Other services, such as the use of interna­
tional credit cards, are becoming available, 
and the Vietcombank has recently intro­
duced a debit card in local currency (of 
very high sophistication, inddentally, 
based on microchip technology). 

Moreover, given huge improvements in 
telecommunications, corporate treasurers 
can now access financial services such as 
cash management, foreign exchange, and 
derivatives, through Singapore and HK 
markets. 

Loan Securing 
Arrangements 
This is currently one of the most difficult 
areas for foreign investors in VN. In the 
late 1980's, both the commercial and banking 
sectors were state-owned; 
borrowers and lenders 
were Government entities. 

From the banks' point of 
view, it was rather like 
transferring cash from one 
pocket to another, in the 
same pair of trousers. 

Security was not a major 
consideration as everything 
was Government-guaran­
teed and the concept of 
property as collateral was 
virtually unknown. 

The most common system 
of security remains the 
guarantee; while a guaran­
tee can be issued by almost 
any official entity, it is 
usual for the holder to 
have it backed by a bank. 
It is difficult to assess the 
value of these guarantees 
as there is little precedent 
since the banking refonns 
of 1990. sYK'"" 

However, it is fair to say that while most 
banks and export credit organizations 
contemplating extending finance will 
require a guarantee (especially if lending 
to a joint venture), it is regarded as an 
additional comfort and is seldom, if ever, 
taken as the principle security. 

The Vietnam Business Journal 

Project Finance 
Given some of the structural deficiencies 
already outlined, it is clear that project 
finance is at an extremely embryonic stage 
in VN; very few real project financing 
arrangements have been made, although 
it is possible to draw some conclusions. 

At the very least, to obtain finance 
from foreign commerdal banks (of the 
Vietnamese banks, only the Vietcombank 
and VID Bank are likely to be in a pOSition 
to grant medium-term foreign currency 
loans), a project must obviously be shown 
to be capable of generating sufficient for­
eign exchange revenue to service the debt 
(with a healthy margin of error to cover 
both over-optimistic earnings forecasts as 
well as the inevitable delays in the revenue 
stream); this must be available to be credited 
to an escrow or trust account. In the past, 
this presented some difficulty as the State 
Bank was reluctant to permit the use of off­
shore accounts. But the State Bank may be 
taking a more conciliatory approach. 

Establishment of local branches of foreign 
banks enable escrow accounts offshore 
without further approval. 

Recent changes to the foreign investment 
law encouraging Build-Operate-Transfer 
(BOn projects may stimulate a new 
approach to project finance in VN. At 
present, the majority of transactions are 

being undertaken on a -quasi projecr basis, J 
in which there is an element of offshore 
support by the foreign investor. In the case 
of a j-v, this would include the additional 
backing of a guarantee from the Vietnamese 
bank on behalf of the local partner. A closer 
examination of the few examples to date, 
however, reveals that the structure of 
financing is cash-flow lending, rather than 
traditional project financing. Certain projects 
lend themselves to countertrade where 
buy-back or long-term sales contracts for 
the finished product can be negotiated, 
either with the foreign investor or with a 
third party. This is particularly common in 
the commodity business; although they can 
be difficult and expensive to arrange, these 
provide a feasible alternative to outright 
commercial loans. When all else fails, a 
number of reputable venture capitalists, 
both private and public, are available, 
ready to take a financial stake in promising 
investments in VN, with the intention of 
fater selling back to the original owners. It 
may dilute your equity, but risk sharing 
does work wonders for cash flow! 

John Brinsden, Vietnam Counlry Manager for 
The Standard Chartered Bank, pubUshes SCB's 
Indochina MonUor, in which this story a/so ran. 

25 

-

.... 

Volume II No_ 3 August 1994 



FINANCE 

The Buck Stops Here 
Vietnam moves to curb dollar transactions 

. By Michael '{ati.kiotis in Bangkok .. :: 0 ne of th.e oddest. ironi:s of Viet­
,,: nam's vIctOry over Uruted States 

forces is the virtual reliance of the 
local economy, almost two decades later, 
on 'transactions in the U.S. currency, The 

. use of the greenback is so . widespread in 
urban areas such as Hanoi and Ho Chi 
Minh City that even the ubiquitous cyclo 
drivers accept payment in dollars. 

That may be set to change later this 
year. Prime Minister Vo Van Kiet has is: 
sued strict regulations to wean the eco­
nomy off the dollar and strengthen the 
value of the Vietnamese dong. From Octo­
ber 1, all foreign currency earned by Viet­
namese enterprises must be deposited into 
accounts at authorised banks, and "all pay­
ment for goods and services shall be made 
in Vietnamese currency." . 

So much paper, so little money. 

Foreign bankers and Vietnamese econo­
mists generally welcome the decree, say­
ing that if foreign exchange can be driven 
into the banking system it. would streng­
then foreign reserves and give the system 
the liquidity it so badly needs. But they 
warn that implementing the measure will 
be an uphill battle, given the Vietnamese 
public's widespread suspicion of the vola­
tile local currency, the inefficiency of the 
banking system, and a liquidity crunch that. 
has driven even state-owned companies to 
settle transactions in dolJars. 

These large companies are the ones 
most likely .to be affected by the ban orr 
dollars, though how the government plans 
to enforce it is not yet dear. Small·time 
traders are likely t.o slip underneath any 
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net. ''To police everyone using dollars is 
well-nigh impossible," says one foreign 
banker in Hanoi.' '. 

Foreign businesses operating in Viet­
nam should not be significantly affected, 
as their licences authorise them to main­
tain foreign-<!Xchange accounts, says John 
Brinsden, manager of Standard Chartered 
Bank in Ho Chi Minh Gty. But a Western 
banker in Hanoi says he's still waiting to 
see the fine print of the decree .. "It does 
have an effect on QUI business. I'm sur­
prised we haven't seen it." 

The regulations themselves are not new, . 
dating back to a 1990 State Bank decree. 
Since then, the government has periodi-
. cally urged Vietnamese to substitute dong 
for dollars. More significant this time is 
Prime Minister Kief s strong reminder to 
abide by the rules, with a deadline for en­
forcement. '1fs very Significant, that for the 

. first time the Vietnamese 
Goverrun~nt has ' made it 

"dear that the Vietnamese 
dong is to be the only cur­
rency used in the country," 
says a local economist in Ho 
Chi Minh Gty. 

The State Bank has al­
lowed its official exchange 
rate to mirror the parallel 
market rate for nearly five 
years. At first, the dong tum­
bled 60% in 1991 to a low of 
14,000 to one u.s. dollar, but 

. it bounced back and held its 
value at around 10,500 
throughout 1992 and 1993. 
Since the start. of the year, it 
has slipped 4.4% to nearly 
1l,OOO dong to the dollar. ''It 
might be a well-chosen time 

\ to do this, as it will check the 
gradual slide in the value of the dong," 
comments Standard Chartered's Brinsden. 

Even more important than stabilising 
the dong, which some Vietnamese export­
ers still consider overvalued, is the urgent 
need to channel more funds into the bank­
ing system. After five years of courting for­
eign. investment, Vietnam has' recognised 
that if must mobi.J.i.:ie · an even greater 
amount of domestic capital to forge ahead 
with its ecqnomic development. . 

But bankers note that although Viet­
namese have been encoUIaged to deposit 
foreign currency in banks since 1991, funds 
were trickling in at a rate of no more than 
USSS million a month by the end of 1992. 
Official estimates of the amount of foreign 
currency held by Vietnamese outside the 
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banking system is around US$600 million. 
Unofficial estimates exceed US$2 'billion, 
most of it in dollars or gold. 

Vietnam also wants to get a handle on 
its money supply, to prevent the type of 
unbridled inflation that has accompanied 
growth in China. But one immediate diffi­
culty with banning the dollar, bankers say, 
is the shortage of dong in the marketplace . 
Printing more currency is not a likely solu­
tion. ''There has to be sufficient currency 
floating around to replace the dollar, but 
the government wants to control inflation, 

. so it maintains tight control of the amount 
of currency in the market," says one for­
eign banker in Hanoi. 

There has been talk of a new mcne­
tisation of the dong. A major problem with 
the currency is that any appreciable 
amount of dong comes in large bundles of 
low-value notes. Currently, 50,000 is the 
highest denomination dong note in gen-

; 
: "~i' Theva'hj"~ o{iheViet~ame;'e &' \'d 
: . , .' .. stabilised ' ':'(;';"'§ 

In Dong We Trust 

. . .,. .."';~ 

eral circulation, worth less than USSS. But 
bankers in Vietnam believe that the gov- ' 
emment is wary of tinkering with the cur­
rency, because a new dong would arouse 
fears of a cancellation of the old notes, driv­
ing peep1e even deeper into dollars. 

Making the local banking system more 
efficient might help encourage transactions 
in dong, suggests a local economist.. None 
of the two dozen local commercial banks 
has yet established a branch network in the 
provinces, which would allow individuals 
and economic organisations to send money 
through the baitking system. Those who 
do rely on bank transfers complain of de-

. lays and charges, though serious efforts are 
under way to streamline the process. . 

In the meantime, many make transac­
tions in cash, and therefore find the dollar 
less cumbersome, the economist notes . 
''The government has to improve the bank­
ing system, so people don't have to carry 
so much currency between provinces." _ 
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Technology Transfer 
by Frederick Burke, Esq. 

N
early every foreign investment 

project in Vietnam involves 

some form of technology transfer 

or licensing. One of the funda­

mental objectives of Vietnam's policy of 

encouraging foreign investments is to absorb 

technological know-how to raise the living 

standards of its people and to modernize the 

np.tion. But the Vietnamese government regu­

lates the import 01 technology heavily. The 

regulatory scheme is intended to protect 

unsophisticated Vietnamese licensees, combat 

anti-competitive practices, and expedite 

Vietnam's modernization. For foreign compa­

nies with valuable intellectual property these 

regulations provide some degree of legal pro­

tection, but also pose significant limitations 

and legal liabilities. These issues were recently 

highlighted by the issuance 01 an important 

new legal document on the subject 01 technol­

ogy transler - the Circular on Transler 01 

Foreign Technology into VN, No. 28/TT­

QLlG-!, issued by the Ministry 01 Science, 

Technology and the Environment ("MoSTE") 

on January 22, 1994. 

Legal Framework 
Vietnam's regulations pertaining to the 

transler 01 technology have been lormulated 

in a cumulative fashion, with new regulations 

supplementing, but not superseding. prior 

ones. The result is a complex regulatory 

structure within which contradictions between 

various regulations are resolved on an ad 

hoc basis. 

Each may have a bearing on a technology 

transfer or license from abroad. In addition, 

an array of related laws and regulations 

which deal with foreign trade and investment, 

foreign exchange, taxation, patents, trademarks 

and other forms of industrial property may 

also impact technology transfer transactions. 

Regulatory Framework 
Transfer of technology does not include the 

importation of conventional machinery and 

materials, or straight purchase and sale of 

trade mark ownership or use rights, without 

the transfer or license of the associated indus· 

trial property rights. 

Approval Requirements 
Identifying the relevant approval authority is 

often a problem in implementing a technology 

transfer contract, except in respect of foreign 

investment enterprises, where the approval 
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authorities are more clearly identified by the 

Circular on Technology Transfer. AlI technol· 

ogy transfer contracts (and subsequent 

amendments) must be received by a 

Vietnamese approval authority to become 

effective. The Ministry for Science, 

Technology and Environment ("MoSTE") 

has the general authority to approve such 

contracts. Though MoSTE has delegated 

approval authority in certain categories, it 

largely retains control of the approval 

process. For example, MoSTE must approve 

all contracts worth more than 51 million; 

contracts worth more than $500 thousand 

that are financed. by the State Treasury; con· 

tracts that affect national defense or security, 

and contracts which may have other "excep­

tional consequences." Other ministries and 

even local governments may have jurisdiction 

over the approval of contracts the value of 

which is less than 51 million, or, illinanced 

by the State Treasury, $500 thousand. 

Jurisdiction over the approval process for 

technology transfer contracts was one of the 

most hotly debated aspects of Circular on 

Technology Transfer (hereafter referred to as 

"CIT") during last year's drafting. Foreign 

technology suppliers may still lind that local 

governments and national·level ministries 

other than the MoSTE claim authority to 

approve contracts proposed with entities 

under the jurisdiction, the approval prace­

dunes 01 the CIT notwithstanding. The loreign 

technology supplier must, of course, take 

such assertions with a grain of salt, lest it end 

up with an unenforceable or even illegal con· 

tract by virtue 01 having failed to obtain the 

requisite approval from MoSTE. 

Foreign Technology 
Vietnam's regulations on technology imports 

require foreign technology to meet certain 

basic standards. Specifically, loreign technology 

must enhance technological standards and 

production of efficiency, or be capable of 

developing new products. It must be safe, 

make rational use of energy, natural resources, 

and manpower, and cannot adversely affect 

the environment. 

The Tech Transfer Contract 
A technology transfer contract must be in 

writing. The Decree on Technology Transfer 

and the en stipulate the basic terms and 

conditions that must be covered in a technology 

transfer contract, to assure a legal framework, 

and for their information. 

For many of these items, the regulations 

impose specific requirements for the business 

terms that the parties must incorporate. For 

example, where the Vietnamese party has its 

own technology, the contract should state 

that the Vietnamese party has the right to 

demand imported technology to be substitut· 

ed with Vietnamese technology. 

Prohibited Terms and 
Conditions 
The Decree on Technology Transfer and the 

CTT also prohibit certain restrictions on the 

use olloreign technology. Specifically, the 

following types of provisions may not be 

included in technology transfer contracts 

unless special approval is given: 

1. ceo-in provisiOns which compel the transferee to 

buy such items as raw materials, components and 

labor from the transferor, except in special cases; 

2. restrictions on the quantity of production, price, 

or sales area for the products produced with the 

technology and, iri particular, restrictions on subli· 

censes and on the export markets for such products; 

3. restrictions on the transferee's right to research 

and develop the technology transferred or to 

receive similar technology from other sources; 

4. provision requiring transferee to use the supplier's 

sales agents, except where activities can be carried 

out more efficiently if not undertaken by transferee; 

5. restrictions on transferee's use of the technology 

after expiration of contract (limited to a maximum 

of seven years) or after the industrial property 

rights contained in the contract have expired; and 

6. provisions requiring transferee to pay a royalty 

based on products sales before the transferee has 

sold any products. 

In special circumstances, the relevant authori­

ties may allow such restrictions to be includ· 

ed in a technology contract. For example, 

restrictions on export markets may be approved 

where failure to restrict the export markets 

would place the supplier in breach of existing 

licenses or sales of the same technology. 

Price And Payment 
The specifiC royalty rates and modes of pay· 

ment tha t are pennitted under the CIT vary 

according to a number of factors. For exam· 

pIe, in a straight technology license where 
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royalties are based on the net selling price (as 
defined in the Circular itself), the licensor 
may charge a rate of as much as 5% of "net 
selling price" if the technology is "of consid­
erable significance to economic development. 
the products are of high quality and result in 
high profitability and a high percentage of 
the products are exported." In most cases, 
however, royalty rates would be limited to 
3% for patents, know-how and other propri­
etary technology, while the rate for trade­
mark licenses is capped at a maximum of 2%. 
If there is a royalty for the use of a trademark 
and the trademark is well known in VN, the 
royalty for the license may not exceed 1 % 
of the net selling price of the prod­
ucts bearing the trademark. For 
items which are shipped to VN for 
packing and assembly, the rate 
should generally not exceed 0.5% 
of the net selling price. 

Special ~nsiderations apply to 
pricing when contents of trans­
ferred technology include consul­
tancy and training services. These 
considerations include a require­
ment for specific cost breakdowns, 
and projected. working hours of 
each consultant or trainer. 

If certain intellectual property 
rights expire or become public, the 
parties are required to re-negotiate 
the prices. To avoid problems that 
can arise in such situations, it 
would be wise to negotiate a 
detaile<l contractual provision. 

Tech in Foreign 
Projects 
Proprietary technology may be 
used toward a foreign investor's 
contribution to legal capital (ana­
logues to shareholder's equity) in a 
j-v. As an incentive, the Law on 
Foreign Investment offers an 
exemption from Business Income Tax fo r cap­
italized technology fees. Note that foreign 
investors who establish wholly foreign 
ovmed enterprises j1re not generally permit­
ted to use proprietary technology as a capital 
contribution, except for research. 

The err also contains provisions designed to 
protect minority Vietnamese interest holders 
in joint venhlres but which give rise to con­
sternation among foreign investors. For 
example, where the foreigner holds more 
than a fifty percent interest in the j-v, the CIT 
gives the Vietnamese party veto power over 
the contents and valuation of the technology 
contract. This provision is designed to pre­
vent foreign investors with controlling inter­
ests in joint ventures from using their board 
control to force an unfavorable technology 
contract on a j-v, despite the fact that under 
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the Law on Foreign Investment in VN, the 
forgone investor must have two-thirds inter­
ests, and not merely a 51 % interest, to achieve 
even nominal board control. 

Where a fo reign party intends to transfer 
technology to a j-v, the contract must be 
included. in the documents submitted to the 
SCCI when applying for an investment 
license. Once transferred, capitalized technol­
ogy must be valued and follow up reports 
must be given to the seO. At this stage, the 
Vietnamese party to a j-v with more than a 
50% foreign interest also has a veto power 
over the acceptance of the valuation of the 
technology transferr~, a right that gives rise 

to obvious risks for the foreign investor. In 
cases where the technology does not come up 
to the promises of the technology contract, 
retroactive adjustments in the royalty rate or 
even the valuation of the parties' contribu­
tions to legal capital may be required.. The 
same valuation report provides the basis for 
determining a j-v's depreciation rates and the 
amount of foreign exchange that may be 
remitted by the foreign party. Again, the 
potential for disputes in a country where 
high expectations of foreign technology, cou­
pled with the potential for abuse of regulato­
ry protection for local transferees, poses risks 
for foreign investors that may be limited only 
with very careful advance negotiation and 
contractual agreements. 

Governing Law and 
Dispute Resolution 
The Decree on Technology Transfer envisages 
that the parties may choose a law to govern 
the contract other than Vietnamese law. 
However, even where a foreign governing 
law is chosen, the contract will be subject to 
the mandatory regulatory provisions of 
Vietnamese Law. Moreover, technology 
transfers in the context of j-v investments are 
subject to the ambiguous requirement of the 
Law on Foreign Investment that Vietnamese 
law must govern "the activities of a j-v." 

Parties to technology contracts are 
obliged to try to resolve all disputes 
arising therefrom by friendly consulta­
tion. Failing such resolution, the dis­
pute may be referred to institutional or 
ad hoc arbitration in VN or abroad. 

Offenses 
Under the Cirrular on Technology 
Transfer, it is an offense not to submit 
a technology transfer contract to the 
relevant approval authority within 30 
days of signing and it is an offense to 
submit an incorrect version of the con­
tract. There are also p~nalties for fail­
ing to prepare the required evaluation 
reports. 

The Decree of Technology Transfer and 
the crr prohibit false statements from 
being made in connection with the 
technology transfer or the evaluation 
report, including amending the values 
of the technology to either reduce taxes 
or increase the foreign currency to be 
paid to the foreign partner. Where false 
statements have been made, the license 
to transfer the technology may be with­
drawn and the contract declared 
invalid. The person who is responsible 
for making the fraudulent statement 

shall be liable for all economic consequences. 
Further, if there is serious violation, criminal 
charges may be brought against the offender. 

Conclusion 
VN is in a transitional period. Perhaps 
because of abuses by foreign technology sup­
pliers in the past, or perhaps because of lin­
gering impulses of central planning, the State 
will continue to playa direct and active role 
in the commercial relationships between tech­
nology suppliers and their Vietnamese pur­
chasers. Various regulations on technology 
transfer and licenSing must be taken carefully 
into consideration when negotiating a tech­
nology transfer contract in VN. 

Frederick Burke Esq. is Chief Representative of 
Baker & McKenzie 's Legal Offices in VN. 
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First-graders at Hanoi's experimental elementary school. 

EDUCATION 

Vietnam's Learning Curve 
Dwindling subsidies squeeze teachers and parents 

By Ashley S. Pettus 

At 4:00 every weekday afternoon, 
Miss Ha anxiously awaits the final 
bell tha t will dismiss her third­

grade students. She has less than 30 min­
utes to cycle across Hanoi to her appoint­
ment: an English-language class that costs 
nearly half of her teacher's salary. "If 1 
don't learn English quickly," she explains, 
"I may not be able to keep my job." 

. Miss Ha has taught Russian for more 
than 10 years. But next year, her school 
will cut Russian from the curriculum. Al­
though her English is still poor, she re­
cently landed a night job teaching Eng­
lish to teenagers. '1 know my English isn't 
good enough," she admits, embarrasse<t 
"but 1 really need the money and every­
one is looking for teachers." 

Miss Ha's plight reflects the declining 
quality of Vietnamese education in the 
wake of market reforms. Economic liber­
alisation policies - or do; rno; - begun 
in 1986 have breathed new life into Viet­
nam's once-moribund economy. But they 
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have put the squeeze on social services 
such as health care and schooling. Declin­
ing state subsidies, rising liv~g costs, and 
the demand for new skills have forced 
Vietnamese to rely on their own efforts 
and money to ensure their children get 
the education they need. 

In the past eight years, Vietnam's eco­
nomic growth has outpaced growth in tax 
revenues. Private-sector development, it 
seems, has created new incentives and op­
portunities for tax evasion. This inability 
to collect increased tax dollars has left edu­
cation hanging by a thread: Funds for 
teacher salaries and student scholarships 
barely cover the cost of living. And there 
is little money left to upgrade decrepit 
schools. The most talented young people 
are turning their backs on teacher-train­
ing institutes. The teaching profession -
which once enjoyed high prestige - just 
doesn't pay enough. 

The impact of budgetary shortages has 
been compounded by Vietnam's new cli­
mate of economic opportunity. Those who 
might othenvise have stayed in school are 
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quitting to go to work. In rural areas, agri­
cultural cooperatives have given way to 
a more market-oriented, household-based 
contract system. This gives parents strong 
incentives to keep at least one child home 
from school, usually a girl, to help culti­
vate the family plot. A third-grade teacher 
in northern Sac Thai province explains 
why she often sees the same faces in her 
class, year after year. 

'They are never in school long enough 
to complete the course work," she sa}(s . 
"Parents decide it's not worth it." 

In cities, school attendance is consid­
erably higher. But economic reform has 
triggered a proliferation of consumer 
goods, fuelling a sharp increase in con­
sumerism among young people. Lured by 
the hope of immediate employment, many 
teenagers from low-income families drop 
out of high school. 

Escalating school fees also put pres­
sure on parents to take their children out 
of school. Primary education is officially 
free to all Vietnamese; currently, some 9.72 
million children are enrolled. In recent 
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years, however, insufficient government 
_' funding has prompted individual schools 

to offset costs with parents' "contribu­
tions." Schools regularly ask families to 
pay monthly fees for building repairs, 
classroom supplies or teacher awards. 
Their contributions may amount to as lit­
tle as 50 U.S. cents or as much as US$5 a 
month, more than many families can af­
ford. 

Hardship in Vietnam's schools has also 
triggered new kinds of informal payment 
schemes. Parents now subsidise teachers' 
state salaries with monetary "gifts" in a 
tribute system that few dare ignore. Ur­
ban teachers have come to depend on 
these direct contributions. Without them, 
many would have to take on demeaning 
jobs as food or trinket vendors. 

In cities like Hanoi, Haiphong and Ho 
Chi Minh City, teachers now conduct "ex­
tra study" classes - known as hoc them 
- for which parents must pay. Parents 
view these classes as mandatory, even 
though they are organised after hours. 

"Everyone knows that the teacher 
saves the important lessons for the hoc 
the.m classes," says one Hanoi mother 
cynically. "Even the top students attend." 
If a pupil skips the ciass, his parents will 
usually pay up, anyway. Otherwise, they 
fear, he will receive a poor grade. 

There is an irony in parents' willing­
ness to shoulder the growing financial 
burden of education, though. Most Viet­
namese agree that the knowledge acquired 
in school today doesn't prepare students 
for the workplace. "Our education sys­
tem is way behind the needs of the soci­
ety," explains a Vietnamese scholar of edu­
cation. "It still operates according to the 
rules and ideas of the past. Obedience and 
control are still more important than crea­
tivity or problem-solving." 

Changing Vietnam's education system 
is a tall order, given its history. Commu­
nists declared free, state-funded education 
as a key tenet of their policy when the 
country won independence from France 
in 1954. Schooling was to be "for the peo­
ple and by the people," the foundation 
for a modern nation, and the training 
ground for "the new socialist man." As a 
result, Vietnam's current literacy rate -
88% - is among the world's highest. 

Despite these socialist ideals, Vietnam­
ese education continues to bear the mark 
of a Chinese, and specifically Confucian, 
cultural heritage. It stresses hierarchy and 
formalism, contributing to a learning en­
vironment that stifles individual expres­
sion. Students must defer to teachers' au­
thority, and memorise written texts. 

As education officials work their way 
up the learning curve, however, change 
is certain. Several recent government con­
ferences have expressed an interest in the 
"needs of the individual student." 

Pressured to compete with its Asean 
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neighbours, the Vietnamese Government 
has recently taken steps to forge stronger 
links between schools and industry. To 
that end, the-Ministry of Education plans 
to include a mandatory vocational com­
ponent in all high schools. And primary 
and secondary school teachers now re­
ceive a higher level of training. Some 
teachers are even visiting richer Asian 
centres such as Singapore to be trained in 
much-needed subjects like English and 
computer science. 

Vietnamese quietly applaud these ef­
forts. But they still face the immediate 
challenge of educating their children. Un­
willing to wait for official goals to be re­
alised, parents are finding their own so­
lutions. The rapid growth of for-profit af­
ter-school classes is only one example of 
the trend l:owards unofficial privatisation 
in Vietnam's schools. As state guarantees 
erode, people with new ideas about teach-

Students leave a Hanoi high school. 

ing are stepping in to meet parents' de­
mands. 

"I opened this school to provide an al­
ternative for students who are serious 
about their studies," explains Van Nhu 
Cuong, the principal of one of Hanoi's 
new "people-founded" schools. "I was 
dismayed by the poor quality of educa­
tion in our country and 1 wanted to start 
a school with high educational standards." 

Located near Hanoi University, the 
Luong The Vinh school admits only stu­
dents who have scored high marks on 
their secondary-school entrance exams. 
Tuition fees are higher than state high 
schools - about USS5 a month versus 
Dong 9,000, or about 80 U.S. cents. 

But some view it as a bargain. As one 
12th grader notes, his parents wind up 
saving money because they don't have to 
pay for extra classes. The school uses the 
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tuition fees to pay higher salaries, attract­
ing better-qualified staff. All of its teach­
ers hold advanced degrees and some are 
even professors. 

Hanoi has seen a proliferation of these 
people-founded schools. Technically, they 
are not private; the founders must be af­
filiated with a government office, and the 
state rents out all classroom space. But 
they do enjoy the freedom to charge tui­
tion and, more importantly, to hire the 
best teachers. And that's the main draw 
for students' from wealthier families. 

"By meeting the educational needs of 
those who can afford to pay," the direc­
tor of another school says, "we are ena­
bling the government to direct its funds 
to poorer areas." His school is the first of 
its kind, catering to "misbehaved chil­
dren" from well-off families. Expelled 
from regular schools, the director says 
they "are at risk of being lured into delin­
quency by the bad influences of modern 
city life." 

For Hanoi's burgeoning middle class, 
a greater choice of schools provides 
new strategies for · success - and 

new ways to distinguish themselves as 
modem and cosmopolitan. One "experi­
mental" elementary school specialises in 
Western-style teaching methods that em­
phasise the child's creative development. 

Urban professionals, intellectuals and 
high-level civil servants who want to pre­
pare their children for a more competi­
tive future are flocking to sign them up. 
A father who works for a political-science 
publishing house feels modem teaching 
methods are long overdue. He adds: "I 
want my daughter to learn to think for 
herself and not to fear authority." 

The introouction of these diverse teach­
ing methods is, however, creating a strati­
fied educational system. More prosperous 
Vietnamese continue to pay their own 
way. But huge gaps in educational op­
portunities and facilities are growing be­
tween regions, provinces and even neigh­
bourhoods. The widest split lies between 
cities and the deeply impoverished coun­
tryside. Some 80% of the population still 
lives in rural areas, where there are too 
few resources to provide English centres, 
extra study classes and educational alter­
natives available in the cities. 

Without a wholesale restructuring of 
the education system, these inequalities 
aren't likely to go away. The system's fu­
ture will depend on how Vietnam resolves 
the relationship between the state and so­
ciety - and whether the country succeeds 
in forming a national education policy that 
can harness the human and intellectual 
potential of its peopie. _ 

Ashley S. Pettus is a University of California 
doctoral candidate who is doing research on 
educational issues in Hanoi. 
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$13.8 Billion 
Foreign Aid Bill 
Sent to President 

,,;.: ~tedPr~ 
", .. 

. Congress gave fual approval Yes- .. 
terday to a .$13.8 billion foreign aid . 
bill that beginS .Carii:ellirtion. of Jor- , 
dan's debt to the United States as a 
reward for Inaking Peace with ISrael . 
.. The bill includes $50 niillion . in . 

emer'gency and refugee aid' for " 
Rwanda, provides $1.2 billion for 
former communist bloc countries 

· and Iifts a two-decade-old ban on bi­
lateral aid to Vietnam . 

. The ·measure, approved 88. to 12 
by the Seoate, .now goes to PreSi­
dent Clinton to be· signed into law. It 

· passed the House Aug. 4. 
Senators also acted on another . 

spending bill that would provide 
$253 billion "for health, education, 
welfare and jobs . programs .in the 
year that begins Oct 1. That meas­
ure was approved 87 to 13, 3.IJ.d it 
will go to a House-Senate confer~ 
ence to work out minor differences 
between the twO chambers". . 

The foreign aid bill includes· $99 
niillion as a down payment on Clin­
tori's promised $700 million in debt 
forgivenesS for Jordan. The money 
will leverage the first $220 million in 
loan cancellations. Further instan~ 

· ments to payoff the debt will depend 
on continued progress toward a final . 
peace agreement, lawmakers said. .. 
": Clinton's 'geSture came after"jor­
dan's King Hussein and Isra<;li Prime 
Minister Yitzhak Rabin officially end­
ed four decades of hostility between 
their countries. 

The bill also lifts a long-standing 
ban on aid ' to Vietnam, opening the 

'. possibility ·that the Export-Import 
Bank could 'niake credit available to 

· U.S. companies seeking to do busi­
ness there." . ' ,' : "'. 
· No moriey 'is provided directly for 
Vietnam in the bill, but ending the 
ban could be a step toward bilateral 

:.: aid in the future. Clinton in February 
ended a U.S. trade embargo on Viet-
nam . . :~ .. ~. ;." . 

Also' in the bill is $850 million for 
former Soviet republics, $359 rnil­

. lion for Eastern Europe and the Bal­
"tic stateS, $802 million for the De­
~ velopment Fund for Africa arid a set 
of restrictions on military aid to In­
donesia,' Greece and Turkey. 

The measure" also contains the 
traditional military and economic aid 
to Israel, $3 billion, and Egypt, $2.1 ' 

· billion. The two cOWltries are peren": 
nially the largest recipients of U.S. 
foreign aid, "a vestige of their 1979 
Camp David peace agreement. . . 

In providing ' aid to the former Sa-
· viet republics, the bill reconunends. 
· but does not require, that $150 mil­

lion go to Ukraine, $75 million to 
Armenia and $50 million to Georgia. 

Todd 6~eUen~ makes his poin~ at a White Hous~ gat~:;1 U,i~k !'flOSt'peop!~ a~~ kind 

·PQW·'.acti~!" prM~.~1!r9~glI.: .. ··~.~: .. ' 
· P.9~ed WhiteHo~:Rr.9testn~ts talk with J<.~y C?#icial. 

. ., . off"ii~kid.···-··· . . 
By Frank J . Murray ". Heandhis black. POW-MIA rbg 
THf,~TIMES .. " were briefly . hauled away in a 

Despi'te "one small victory," paddy wagon one day when he per 
Thdd Ouellette stood rigidly at the litely refused to abandon his straM. 

, White House gate again yesterday, tegic spot while Mr. Clinton was 
off his knees but still battling for passing by. . 

· prisoners of the Vietnam War with . Mr. OUellette says he seeks the 
· an ardor that gives much of the president's attention to troops left 
, presidential staff and press ner· behind from a war he was too 
· vous tremors. yoimg to fight,. although he knows 

WI think most people are kind of no one whowasaprisonerormissM 
· afraid of me," Mr. Ouellette said, ing in'action. 

struck with wonder that National . "You don't have to be one to 
5ecurity. Advis~r Anthony Lake care," he said dismissively. 

, ventured out to talk to .the quiet He's also fighting for POWs 
protester in a black T-shirt and from the Korean War and World 
shorts about his quest to deliver a War II and the Civil War, for that 

, petition to President Clinton. matter, and during an interview 
"I asked to see this young man," recited details of atrocities affect­

Mr. I..ake said of the unusual en- ing POWs throughout the nation's 
" counter arranged after he learned history. . 
· from presidential adviser George "TIlis isn't just about Vietnam," 

Stephanopoulos that Mt: Ouellette Mr. Ouellette said of his concern 
was articulate and interesting. "I about POWs. "They live, they die, 
care deeply about the MIA issue they starve, whatever. It goes way 
and told him that and read his periM back." } 
tions." "'His stained and wrinkled peri-

Mr. Ouellette celebrated the tions ask more openness of doc­
. meeting yesterday, along with his uments and urge delay in further 
27th birthday, by not kneeling for ' normalizing relations "with fe­
hours on concrete with bare knees gimes that continue to .hold our 
as he usually does to simulate Viet- men captive." . . ' . 
namese torture of American "I'm giving 'em to Bill person-
POWs. ally. I'll stay here until I do," Mr. 

The 135-pound, 6-foot-3 ~1inne- Ouellette said, although he pro- ' 
sotan -:- so gaunt be was rejected vided a four-page sample to Mr. 
for military service on healtb Lake, including signatures from 
grounds - has developed a limp Arkansans he said Mr. Clinton 
from the kneeling that causes would recognize. ", 
such paroxysms of trembling that . Mr. Ouellette gathered thou-

: many passers·by look away self· sands of signatures during a six-
consciously. month, 2,7~mile walk from Los . 

"It pinches the nerves in your Angeles. He sought an appoint­
knees and spazzes your body all ment through the scheduling of­
thewayup," hesaidinaninterview rice when he arrived in Wa.shing­
explaining }:lis ll-month silent ton Feb. 19, 1993, but got nowhere 
vigil through temperatures rang- close to the Oval OffiCt!. 
ing from near 100 to below zero. · He's been staked out at the 

"Silence is more effective than . Northwest Gate of the White 
screaming. It would turn people House for ne~.rly a year with a bag 

holding orange juice and suntan 
oil, supporting himself with a 
night job as a Georgetown bar­
tender. He plays guitar for a hobby 
and lives with a woman friend.. . 

Asked how the United States 
ever could act if POWs and MIAs 
truly are all dead, he said it's im· 
portant to reveal how many were 
left and who knew they remained 
behind. 

"You've got to at least tell the 
truth about it. Release all the doc­
uments: Get it into the history 
books .... ~e said.. '--:",. ' . 

"He's gotten one step closer to 
see the president," National Secu­
rity Council spokeswoman Kara 
Sunshine said without suggesting 
such a 'visit ever 'would come to 
pass. "He's gotten the national se­
curity adviser to come out and talk 
to him. and read the petitions:' ~ 

Qna day when Mr. Ouellette was . 
not at his post beside the gate used 
by most presidential visitors and 
virtually all reporters, Mr. Lake 
left his number with an officer at 
the guardhouse. ',' 

When Mr. Ouellette Caned back, 
he' not ' only got Mr. Lake on the 
phone but the adviser came to the 
gate within minutes to talk and 
was nonplussed to f"'tnd him on hi,s 
knees. . .' 
. lie told Mt: I..ake that Vietnam­
ese troops tortured prisoners by 
forcing them to their knees. 

"Well, I'm not torturing You. 
Why don't you stand up while we 
talk?" Mr. Lake said.. 

Mr. Ouellette said he was so rat­
tled he forgot to ' make all his 
POin~. 

"Yo~'ve got a million things to 
say, but you don't spit them out," he 
said. "If I ever get to see Bill, I'll 
have everything written out. I 
started working on that last night." 
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Tran Quang Co is Vice-Minister of Foreign Affairs of the Socialist 
Republic of Vietnam. 

Rights and Values 

A s we look at the post-Cold War 
world, we find ourselves faced v,rith 
a picture full of contradictions. On 

the one hand, we see a globe divided by 
ethnic, nationalist, religious and factional 
conflict. On the other hand, despite such 
conflicts the trend lines clearly lead to­
wards increasing international cooperation 
and integration, such as the recently com­
pleted Uruguay Round of Gatt. 

Against this background, the issue of 
human rights has also assumed a global 
dimension. Last year it was the subject of 
a much-publicised, United Nations­
sponsored world conference in Vienna, 
and in a number of countries it has be­
come a component of foreign policy - not 
to mention a topic of debate within and 
among not only governments but a host of 
private organisations. Human rights them­
selves, of course, are hardly new. What is 
new is the way these rights are today ad­
vocated by some countries and groups. 

In the best of all worlds, human rights 
would become a field for cooperation 
rather than a battleground of confrontation. 
But for this to happen, it is important to 
keep in mind that such rights are a prod­
uct of human evolution and as such evolve 
with time, being neither absolute nor im­
mutable. It is therefore strange that some 
of those who advocate human rights as a 
cornerstone of international relations pay 
so little regard to differences in stages of 
socio-economic development - and the 
ensuing differences in the perception of 
imperatives and the setting of national pri­
orities. A starving country, for example, 
will be far more concerned with feeding its 
people rather than the forms and methods 
of democracy. 

I hasten to add that my intention here is 
not to fall into the over-simplistic, quasi­
mechanical argument that the higher the 
level of socio-economic development, the 
higher too the level of human rights. All I 
wish to stress is that socio-economic deve­
lopment provides objective conditions and 
possibilities for better implementation of 
human rights, both individual and collec­
tive. 

The point is that human rights is an ag­
gregate product that calls for a balanced, 
holistic approach. History shows that ero-
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By Tran Quang Co 

nomic rights have always been as impor­
tant as, if not more than, civil and political 
rights. During the 1980s, we have had our . 
own experience of this with the "boat peo­
ple" 'problem. Facing hard economic con­
ditions after decades of war, thousands of 
Vietnamese chose illegal emigration in 
hopes of finding a better material life 
abroad. But because of political motivation, 
some countries have interpreted this as an 
exodus of political refugees. It is blatantly 
clear that .this is not at all the truth. Indeed, 
the success of our economic reform has 
halted this sad phenomenon. 

It should also be clear that human rights 
cannot be summed up merely as indi­
vidual rights. Human rights also encom-

, If democracy is 
indeed a worthy 

goal for regulating 
relations within a 
society, should it 

not also be 
followed among 

nations? , 

pass the collective rights of communities 
and nations to self-detennination; the right 
to sovereign use of national natural re­
sources, the right to development, the right 
to equality of status among nations. . 

To some in the developed North, these 
collective rights might appear somewhat 
abstract and remote. But to nations that 
have recently emerged from colonial bond­
age and are struggling to develop in an 
unfavourable and still unfair international 
environment, there is nothing remote 
about these aspirations at all. One is 
tempted to think sometimes that the rea­
son affluent nations speak so little of self­
determination, sovereignty and equality is 
that in their everyday lives as rich and 
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powerful nations they take these rights for 
granted. In other words, they call the shots. 

More interesting still is that the same 
rights and rules so often invoked 
for judging relations between gov­

ernments and their people are by no means 
followed when it comes to relations be­
tween states. If democracy is indeed. a wor­
thy goal for regulating relations within a 
society, for example, should it not also be 
followed among nations? It seems some­
how strange to us that the heightened at­
tention that certain quarters display over a 
few specific cases of what they consider to 
be human-rights violations in our country 
often goes together with a blithe indiffer­
ence for the hundreds of thousands of 
Vietnamese whose human rights were 
abridged in many different ways during 
the war and from whose consequences 
they continue to suffer today. 

To put it another way, we all need to 
remember that human rights will ever be a 
complex and sensitive issue, if only be­
cause by its nature it touches at the core of 
each society's scale of values and way of 
life. Certainly all states must strive to im­
prove the human rights for their people, 
and they are accountable both to their own 
peoples and the world community at large. 
What we find disquieting is the growing 
practioe in bilateral dealings of pushing 
limited areas of concern vvithout regard for 
our values, often going into details and as­
pects so specific that it raises the question 
of national sovereignty. At the intema­
tionallevel, diversity no longer is hailed as 
a virtue. 

Inasmuch as human rights have become 
part of international life and dialogue, we 
need to anchor this dialogue firmly to 
sound principles that will ensure their 
sustainability: mutual understanding and 
respect, objectivity and non-politicisation, 
equal footing and the recognition that, as 
the Vienna Declaration put it, "the protec­
tion and promotion of human rights and 
fundamental freedoms is the first responsi­
bility of governments." Only thus will we 
advance human rights throughout the 
world and avoid a new North-South Hu­
man Rights economic divide adding to the 
North-South Economic Divide. -
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Operations Update 

2nd Quarter 1994: 

$376 Million 

B ank lending and equity LOAN APPROVALS IN 2nd QUARTER 1994' 

investments in the second quarter of 
Term (Years) 

1994 totalled $353.7 million to Amount including Intere.st/ -seven developing member countries (in US$ Grace Service Date 

(DMCs). Couritry/ Project . million) Period ChaTge (%) Approved 

Technical assistance grants 
China, People's Rep. of 

totalled $22.2 million, of which 47 Yunnan-Simllo Forestlltion and 
grants worth $20.1 million were Sustainable Wood Utilization 77 .000 25(7) Variable 30 Jun 1994 

approved to 19 DMCs for project Indonesia 

preparation and. advisory activities, 
Rural Health and Popuilition 40 .000 26(6) Variable 26 May 1994 

Mongolia 
and 10 grants amounting to Telecommunications 24 .500 40(10) 1 16 Jun 1994 
$2. 1 million were for regional Pakistan 
activities. Social Action Program (Sector) 100.000 35(10) 1 23 Jun 1994 

Six loans totalling $326.5 million Srllanka 

were approved during the quarter. Fourth Development Finance Loan 75 .000 40(10) 1 28Jun 1994 

The largest loan amounting to Tonga 
Transport Infrastructure 10.000 40(10) 1 28 Jun 1994 

$100 million was made to Pakistan 
for the Social Action Program, which TOTAL 326.500 
is Pakistan's most innovative and 
far-reaching program yet to help its 1I Excludes private sector loans without government guarantee. 

poorest people. 
Four projects were co-financed, 

including two projects which had PRIVATE SECTOR OPERATIONS IN SECOND QUARTER 1994 
been approved in earlier years. This 
brought total co-financing during EqUity Bank Loan CompI.loan 

the period to $309.7 million. (inUS$ (inUS$ (in US$ Date 
Country/Project . million) milllon) milllon) Total Approved 

The Bank made three equity 
investments totalling $27.2 million, Thailand 

one in Thailand and two for the 
Bangkok Expressway 

Co. Ltd .• 7 .100 - - 7.100 11 Apr 1994 
region. The Bangkok Expressway Regional 
CO. Ltd. in Thailand received a Asian Infrastructure 

$7 .1 million equity, while the Asian Fund (AIF) 20 .000 - - 20.000 12 Apr 1994 

Infrastructure Fund (AIF) and the AIF Management Co. 0.100 - - 0.100 12 Apr 1994 

AIF Management Co. got 
$20.1 million equity to assist it in TOTAL 27.200 0 .000 0.000 27.200 

mobilizing long-term risk-alpital for 
a Supplementary approval.· infrastructure projects in DMCs. • 
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COVER STORY 

A 5 E A N 

Bigger is Better 
Asean looks to expand its global clout 

In the confusion of the 
post-Cold War world, 
there may not be much 
cachet left in being a su­
perpower. But when push 
comes to shove in interna­

tional diplomacy, if s still true that bigger 
is better. 

In the past, that point seems to have 
eluded the six members of Asean, which 
have hewed more to the small-is-beautiful 
line. Limiting the association's membership 
to countries with political, economic and 
social similarities has endowed the group 
with a "sense of cohesiveness that gave us ' 
the psychological security to take on the 
world," says ThalJand's De­
puty Foreign Minister Surln 
Pitsuwan: 

in Apec as possibly opening them up to 
more pressure of this kind., But a more 
pragmatic approach is now emerging. 

'1{ we can join with larger" more pow­
erful economic players in a forum in which 
we can share our views with them, then 
that is good for us," says Pracha Guna­
Kasem, the permanent secretary at Thai­
land's ForeigruMinistry. "Anyway, Asean 
is strong en9ugh to stand up to any bully­
ing. Irs 'not like the 1950s anymore. We 
ean also use this group to convey our views 
to the larger countries." 

Another factor fuelling Asean's expan­
sionist urges is the need to bargain effec­
tively in multilateral trade taU<s. Thailand 

But as the world has 
changed, so has the thinking 
in Asean. Mirroring changes 
taking place elsewhere, the 
lines in Asean between na­
tional security, economic 
health and political vitality 
have blurred almost beyond 
recognition. In all three areas, 
Asean is feeling the pressure 
to look outside its borders. 
"Asean's challenge today is 
how to maintain our rele­
vance in a changing world," 
says Kusuma Snitwongse, di­
rector of the Institute of Secu­
rity and International Studies 
at ChuWongkom University. Not everyone was so happy at Gatt. 

More and more analysts 
are coming around to the view that "main­
taining 'relevance" requires a bigger Asean. 
"Asean cannot stay the same. We must be 
more dynamic," says Thailand's Deputy 
Prime Minister Supachai Panitchpakdi. 
'We should not fear change or we will lose 
our momentum." 

There are two, mostly complementary 
approaches to making Asean more influ­
ential on the world stage. One is to expand 
Asean's involvement in larger gatherings 
such as the Asia-Pacific Economic Coop­
eration (Apeel forum or fashion linkages 
between Asean and other trade associa­
tions or economic groupings. The second 
is to take in new members. 

There is no shortage of pressures push­
ing Asean in these new directions. One 
concern of Asean members is the emer­
gence of new threats to their trade because 
of Western criticism on human rights, la­
bour and the environment. A year ago, 
some .A.sean members viewed membership 
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was generally satisfied with the final re­
sults of the Uruguay Round of Gatt trade 
talks, says Supachai, "but like most Third 
World countries, we felt a little short­
changed on the compensation. We gave 
ground on intellectual-property rights and 
opening our services sector but we were 
disappointed by what we got in return on 
agricultural trade." 

To increase Asean's leverage in ~e next 
round of world trade talks, Supachai and 
others are recommending that the imple­
mentation of the Asean Free Trade Area 
(Alta) be reduced to 10 years from 15, that 
tariff reductions be deeper, and that fewer 
items be permitted on the exclusion list. 
Supachal says that a meeting of Asean ec0-
nomic officials in Chiang Mai in Septem­
ber is likely to endorse at least some of 
these changes. 

Moreover, Asean ministers are actively 
seeking ways to establish new connections 
between Afta and other trade groupings. 

FAR EASTERN ECONOMIC REV IEW 

One likely candidate is the Ooser Eco­
nomic Relations trading arrangement be­
tween Australia and New Zealand. An­
other is the North American Free Trade 
Agreement (Nafta). Supachai 'says Alta 
would like "to find a common platform 
with Nafta on fishing rights." 

Beyond expanding cooperative efforts 
with outside groupings, Asean is ,strug­
gling with the task of expanding itself. The 
long-term goal is to bring the four South­
east Asian nations not currently in Asean 
- Vietnam, Laos, Cambodia and Burma 
- into the group as full members. This 
process is bound to be a slow one. Many in 
Asean worry that taking on new, less ec0-
nomically advanced members will weaken 
the group's cohesiveness, particularly if the 
Alta process is to be speeded up at the 
same time. 

Consequently, Asean is considering a 
variety of halfway measures that would be­
gin the process of binding the "outside 
four" - Vietnam, Laos, Cambodia and 

Burma - to Asean, the most 
promising of which is the so­
called Southeast Asia Commu­
nity. 

Government officials, 
policy analysts and academics 
from the 10 countries met in 
Manila in late May to draw up 
a manifesto of sorts for a 
Southeast Asia Community. 
The document said the Com­
munity's aim was to "be a 
major political, economic, cul­
tural and moral entity on the 
world stage in the 21st cen-
tury." 

Swin, who calls the pro­
posed community "a trial run 
for a bigger Asean," says 
there is a need for all 10 na­
tions in the region to cooper-
ate on issues such as drug 

trafficking, terrorism, labour migration 
and piracy. He also says the community 
can give Asean Ita broader stand on issues 
such as Apec, trade, human rights and the 
envirorunent." 

The Southeast Asia. Community is also 
being looked to as a way to alleviate 
frictions that may arise from the quicken­
ing economic exploitation of Indochina. 
Rapid and largely unregulated investment 
in these countries, SOme analysts fear, 
might put Asean in conilict with outside 
powers as well as tUrn Asean nations 
against themselves. 

Officials of the 10 nations are expected 
to meet again in Bangkok within six 
months and the Community is likely to get 
high-level endorsement at the 1995 Asean 
Summit in ThalJand, Proponents will use 
the time until then ,to allay concerns that a 
broader Asean framework could damage 
the core interests of individual Asean 
members. _ Adam Schwarz 
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G_rowing pains 
'1l'. 

As its foreign ministers meet in Bangkok, Asean must decide 
whether to take a bigger role on the regional and intemational 
stage. 

By Rodney Tasker and Adam Schwarz in 
Bangkok, and Michael Vatikiotis in Malaysia 

Asean is a victim of its 
own success. Born as a 
britthi alliance of young 
nations united in their fear 
of communism, it trans­
formed itself with the de­

mise of that threat into a mutual benefit 
society limited to smoothing over spats 
among its six members and speaking with 
a wUfied voice in the international arena. 

But now Asean is finding that the loose 
ties that served its members so well in the 
past must be adapted to the realities of the 
19905. The organisation is under pressure 
to widen its role, notably by taking more 
responsibility for regional and pan-Asian 
security questions, accepting new mem­
bers, and accelerating the expansion of 
business and trade links among members. 
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As a signal of Asean's growing stature, 
the six Asean foreign ministers, meeting in 
Bangkok for their annual conference from 
July 22-28, are about to be joined by 12 
counterparts from east and west. Apart 
from routine post-conference meetings 
with its seven dialogue partners, Asean for 
the first time will host a security session 
under the aegis of the recently conceived 
Asean Regional Forum (ARF). At the thr .... 
hour meeting, dialogue partners Japan, the 
United States, the European Union, 
Canada, Australia, New Zealand and 
South Korea will be joined by China, Rus-

24 Bigger is Better 

28 Fresh Blood 

30 Profitable Partnership 
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sia, Vietnam, Laos and Papua New Guinea. 
The ARF meeting, though it will be brief .. 

and have no formal agenda, demonstrates 
that Asean has at last dropped its tradi­
tional reluctance to go public with its re,. 
gional security concerns. Until recently,-...' 
Asean was careful to bill itself as purely a 
political and economic grouping. 

The Bangkok meeting could also pro­
duce an invitation to Vietnam - for many~ 
years the organisation's bete noire - to 
progress from observer status to full mem­
bership. But even if the invitation is ex·· 
tended in Bangkok, the process of incorpcr_ 
ration would take at least several years, of­
ficiaJs say. 

In the meantime, Vietnam and another 
observer, Laos, could join under a halfway ...... 
house arrangement for an expanded Asean 
that has recently been proposed by offi­
ciaJs and academics in the region. The two 
would become members of a new organi-_ 
sation, the Southeast Asia Community, 
which ultimately will consist of Asean plus 
the three Indochinese countries and Burma 
The concept is a recognition that eventu·....J 
ally all countries in the region - even 
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problematic Burma, whose military dicta· 
torship is treated as a pariah by Western 
countries - must eventually be drawn into 
the Asean embrace. 

Economically, the six foreign ministers 
will be anxious to reinforce their grouping 
within the Asia-Pacific Economic Coopera­
tion (Apec) forum, which allows them to 
gain more leverage by speaking with a 
united voice rather than being swamped 
by Apec's big brothers, the U.S., China and 
japan. And there are also serious thoughts 
about extending trade links to include Aus­
tralia and New Zealand. The two have ex­
pressed enthusiasm for the idea as part of 
their ongoing programme to lock in with 
Asean economically and politically. 

As U.S. political scientist Donald Crone, 
who studies the region, says: "Multilateral 
cooperation within Asean, within East Asia 
and in ij1e Pacific aTe the primary means 
for achieving economic security in the 21st 
century. The futures of Asean and Apec 
are critical to this strategy." Crone adds: 
"By strengthening its own institutions, ex­
panding Asean ties to Indochina, and par­
ticipating in larger institutional forums, the 
Asean members are attempting to adapt 
their pursuit of economic security to cur­
rent pc.litical and economic realities." 

Within Asean, meanwhile, there are in­
creasing pressures for faster integration, 
though most of the push appears to be 
coming from the private sector rather than 
from government officials. In part because 
of the sim.iJarities in commodity exports, 
Asean has been extremely slow to integrate 
economically during its V-year existence. 
Currently, the organisation's maln goal is 
the consolidation of the Asean Free Trade 
Area (Alta), an economic-liberalisation pro­
gramme that alms at reducing internal tar­
iffs to a maximum of 5% in 15 years. 

The more competitive elements of the 
Asean business community, however, con­
tinue to push governments into strength­
ening intra-Asean links. While Asean offi­
cials haggle over their fishing rights, terri­
torial boundaries and overlapping exclu­
sive economic zones, businessmen are fired 
up by the emerging prospects of growth 
triangles. Three major growth areas have 
been identified, encompassing southern 
Thailand, Indonesia's Sumatra and north­
ern Malaysia; southern Malaysia, Singa­
pore and Indonesia; and the southern Phi­
lippines, Indonesia's Sulawesi Island and 
Malaysia's Sabah. 

Sometimes, too, the problems delaying 
the official drive for closer economic inte­
gration run deeper than mere squabbling 
over border markers. Lately the behaviour 
of Indonesia, whose 190-million population 
is more than that of all other Asean mem­
bers combined, has been a cause of dissen­
sion. Because of its size, Indonesia is the 
unspoken leader of Asean. But jakarta's 
threatening stance towards the Philippines 
in May over a Manila conference on its in-
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ternational Achilles heel, East Timor, gave 
pause to other Asean officials. 

''There is a danger of setting a prece­
dent here," comments one senior Malay­
sian official, "Once an Asean member state 
has succeeded in using strong-arm tactics, 
it could do so again." 

The danger is that an Indonesia that 
sees itself playing an increasingly impor­
tant role on the global stage as chairman of 
the Non-Aligned Movement and host of 
the Apec summit meeting in November 
may feel less and less constrained by what 
the rest of Asean feels. As former Malay­
sian Foreign Minister Ghazali Shafie told 
the REVIEW: 'We are moving towards a . 
SAARC [South Asian Associajion for Re­
gional Cooperation)-Situati'lm::aU of us re­
garding the bigger country [in SAARe'S case 
India] with suspicion." 

The issue ,of Indonesian dominance 
could well come up at the Bangkok meet­
ing, with the vexed problem of East TImor 
once again the catalyst. In a repeat of the 
events in Philippines, Thailand has barred 

Malaysian Foreign Minister Abdullah 
Badawi: reinforcing economic links. 

activists from entering the country to at­
tend human-rights conferences on Timor 
and Burma timed to coincide with the for­
eign ministers' meeting. If the Manila 
events are anything to go by, however, 
denying visas to the activists is more likely 
to draw attention to the Timor question 
than otherwise. 

Despite occasional bilateral flare-ups 
involving sovereignty and national pride, 
Asean officials are keenly aware of the need 
to present a unified. voice internationally. 
This has been one of the group's chief 
strengths in the period since the end of the 
Vietnam War in 1975, when strategic reali­
ties in the region have undergone seismic 
changes. 

Whatever the differing views within 
Asean towards China and its seemingly 
hegemonistic stance at times, whatever the 
contrasting feelings among the six over 
what constitutes an acceptable U.S. mili-
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tary presence in the region, issues such as 
the Philippines' territorial claim to Malay· 
sia's Sabah state and economic bonder dif­
ferences have been soft-pedalled in the 
name of greater Asean unity. 

''There is a desire to push aside dis­
agreements, to keep on talking to malntain 
relations [even] without resolving issues," 
says Philippine Undersecretary for Foreign 
Affalrs Rodollo Severino. Malaysian For­
eign Minister Datuk Abdullah Badawi 
agrees: ''There is nothing quite as satisfy­
ing as the Asean deliberative process, 
where we dispense with prepared texts 
and actively discuss issues in a friendly at­
mosphere." 

Despite such cordiallty on intra-Asean 
problems, though, the organisation will in 
all probability remain cautious in its ap­
proach to sensitive regional security issues. 
It is unlikely, for instance, that China's 
aggressive claims of sovereignty over the 
South China Sea Spratly Islands, against 
other claimants including Vietnam, Malay­
sia, Taiwan, the Philippines and Brunei, 
will surface at the ARF meeting. Nor, given 
the Thai government's invitation to a Bur­
mese delegation to attend the Bangkok ses­
sion, will worries about Burma's military 
regime be a subject of discussion. 

As Australia's ambassador to Bangkok, 
john McCarthy, says: "You're a long way 
from ARF getting to problem-solving stage." 
One day, perhaps, ARF will reach the stage 
where it can discuss a joint peacekeeping 
force. But for the moment, the buzz-word 
from a series of workshops among South­
east Asian officials which preceded the 
meeting is "preventive diplomacy." 

Although ARF will never be a Southeast 
Asian Nato, the REvIEw has learned that the 
U.s. is asking Asean states to agree to 
multilateral military exercises in the region. 
At the moment, the U.S. has such exercises 
on a bilateral basis, particularly with Thai­
land, with which it has a mutual defence 
treaty. Now, the idea is to have two or more 
Asean states send their armed forces to ex­
ercise with the U.S. Singapore, for example, 
might send troops to take part in a joint 
exencise in Thailand. The general message 
is to assure the region that the U.S. is not 
\vithdrawing militarily, and to practice mili­
tary tacties in a multilateral, Gulf-War style. 

And yet, whatever moves it makes to­
wards assuming greater responsibility for 
regional serurity, Asean's main preoccupa­
tion will continue to be fixed on the one 
factor that brought its component countries 
the growing stature they have today: eco­
nomies. '1n Significant ways, Asean secu­
rity depends on economics," says Crone. 
"Economic security is ultimately depen­
dent on actual peace, and Asean has taken 
the lead in constructing a regional security 
forum. But, as everyone knows, you can 
win the war and lose the peace. Economic 
security is the key if Asean is to win the peace." _ 
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JtSEAN hits West 
on rights, gets set 
to take in Vietnam 
By Denis Gray 
ASSOCIATED PRESS ... .. . 

M' 

with military-ruled Burma - ex­
panding political and economic 
contacts rather than isolating Ran-

BANGKOK - In a slap at the goon - would lead to reform. 
United States and its Western part- "Burma is not standing still. I 
ners; six Asian foreign ministers believe it understands the changes 
;with boomiIig economies yester- that the international community 
day criticized linking working and would like to see happen in 
environmental conditions to world Burma;' he said. 
trade agreements. Security guards also tried to 

The group also said it was ready prevent four human rights activ-
to admit Vietnam, Thai Foreign ists from presenting a statement 
Minister Prasong Soonsiri said a to reporters at the conference yes-
committee had been formed to terday. 
pave the way for Vietnam's admis- The activists, who were attend-
sion,"qut noted Hanoi had not yet ing a private human rights confer-
applied to join. ence, were kept out. of an area for 

The Association of Southeast reporters at the hotel where the 
Asian Nations expressed "serious conference was taking place. They 
concern )hat the linkage of work- were allowed to read their state-
ers rights,labor standards and en- ment outside. 
vironmental issues could beeome The statement protested what it 
a new pretext for protectionism." said were Indonesian abuses in 

But the statement ending the East Timor; the military junta in 
27th annual ASEAN foreign minis- Burma and the arms race in South-
ters meeting gave virtually no spe- east Asia. 
cifics on how the region should 

· tackle economic and political is- In deference to Indonesia, the 
Thai government deported three 

sues, including the goal of better 
integrating its booming econo- pro-East Timor independence ac­

tivists on Thursday. East Timor. 
mies. which is on an island in the Indo-

ASEAN includes · Thailand, nesian archipelago. was annexed 
Indonesia. Singapore, Malaysia, by Indonesia in 1976. 
Brunei and the Philippines. 'For 
the first time; the annual session ··· ... ~Jaini.s ~of ' Western protection­
was also attended by the other four ism are likely to resurface next 
nations of Southeast Asia: Viet- : week when the ASEAN ministers 

· nam. Cambodia, Laos and Burma. " meet in Bangkok with represent-
One focus of the two-day meet- atives of the United States, the Ell-

ing was the possible expansion of ropean Union ~nd other ~ountries. 
the association, formed in 1967 as The statement called on these 
an anti-communist· block during countries to respond positively to 

· the Vietnam War. "ASEAN's needs to foster a more 
The United States and Australia meaningful partnership" and ex-

criticized ASEAN for inviting pressed concern over measures 
Burma to the conference, citing restricting market access of 
that natioI1's widely condemned ASEAN exports. 
human rights record. The ASEAN Regional Forum is 

The ASEAN statement omitted designed as a platform for "pre-
all references to Burma or the ventive diplomacy" in heading off 
question of human rights, and Mr. potentially serious regional prob-
Prasong said the ministers dis" lems. Also taking part will be offi-
cussed human rights only in gen- daIs from Australia, Canada, 
eral terms. China, New Zealand, Russia, South 

Mr. Prasong said the associ-. Korea, Vietnam, Laos and Papua 
ation's "constructive engagement" Guinea. 

Forum on Security 
In Southeast Asia 
Washington Post July 26, 1994 

By William Branigin 
Was.'-Utlgton PMt Foreign Service 

BANGKOK, July 25-The United States, the Europe­
an Uruon and 16 ASla-Pacific countries including China, 
Russla and V,etnam today maugurated a new regional as­
soclatlon auned at heading off future wars in Asia. 

1 U.S. officials praised the first meeting here of the 18-
member ASEAN Regional Forum as a potentially impor­

, tant development in maintaining stability in the vast area 
and building new post-Cold War institutions along lines 
advocated by President Clinton. 

. But diplomats said it remains to be seen' whether the 
disparate grouping, which plans to convene annually will 
be able to produce anything concrete and become ';'ore 
than an international talk shop and paper mill. 

In a statement issued ilfter the one-day meeting of the 
forum, Th., Forelgn MUllster Prasong Soonsiri said it 
was the first time high-ranking representatives from the 
majority of Asia-Pacific states had gathered specificaUy 
to discuss politlcal and secunty issues. 

The group is built around the six-member Association 
of Southeast Asian Nations (ASEAN), which was fonned 

Diplomats said it remains to be 
seen whether the grouping will 
produce anything concrete. 

27 years ago as a bulwark against Communist expansion in 
Southeast Asia. It now comprises Thailand, Indonesia Ma­
laysia, the Philippines, Singapore and Brunei. Altho~gh it 
has become a key political and economic player in the re­
glon, It has always shunned any role as a military alliance. 

Other members of the Regional Forum include the as­
sociation's seven traditional dialogue partners: Australia. 
Canada, the European Union, Japan, New Zealand, South 
Korea and the United States. In addition China Russia 
Vietnam, Laos and Papua New Guinea ha~e sign'ed on. ' 

The forum originally was conceived in part as a way 
for Southeast Asia's economically booming but militarily 
weakcountries to bring China into a web of political and 
secunty contacts that would make it more difficult [or 
the huge Communist state to throw its weight around in 
the region militarily. 
. In recent years, 'Southeast Asians have grown increas­
lIlgly concernedabout China's rapid military buildup and its 
c1aun to the entlIe South China Sea and its various islands. 

Through the forum, ASEAN and its partners would 
like to promote transparency in military budgets, fore­
stall arms races, strengthen nuclear nonproliferation 
measures, exchange nonclassified military information 
and eventually obtain the participation of aU members in 
the U.N. Conventional Arms Register. 

However, while China "endorsed" the forum, it ap­
peared to give it a lukewann welcome. In a speech to the 
forum today. Chinese Foreign Minister Qian Qichen cau­
tioned that it should not try to resolve internal conflicts 
and said China favored a "gradual approach" toward de­
veloping "practical means of cooperation." 
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u.s. and Vietnam Foreign Chief to Meet 

Talks Will Be the First Ones Since the Communist Victory of'7 5 

ByHENRYKAMM 
Special 10 'The New York Times 

HANOI, Vietnam. July 9 - Secre­
tary of . State Warren Christopher is 
scheduled to meet with the Vietnam­
ese Foreign Minister in BangKok this 
month, senior Vietnamese officials 
disclosed today. The meeting would 
be the first between the foreign-policy 
chiefs of the former foes since the 
Communist victory in 1975. . 

Deputy Foreign Minister Le Mai, 
who oversees relations with the Unit­
ed States, decline(fto confirm formal­
ly that the meeting was set. But he 
said in an interview, HI think there is 
a high possibiHty." 

Mr. Christopher and the Vietnam­
ese Foreign Minister, Nguyen Manh 
Cam, will be in the Thai capital to 
attend consultations among 18 na­
tions on security matters after the 
annual foreign ministers' meeting of 
the Association of Southeast Asian 
Nations. 

ReUleTS 

citizens to come forward with any 
information they might have on a 
missing serviceman's .case. 

Concerns Over Instability" 
Mr. Mai said Vietnam was con­

cerned about instability in cambodia 
but was determined to remain "disin­
volved." Vietnam invaded Cambodia 
in December 1978 and overthrew the 
regime of Pol Pot, the leader of the 
widely feared Khmer Rouge. It with­
drew its last troops in 1989. 

The Deputy Foreign Minister said 
that the~ agreements reached in 1991 
on a transition to peace in Cambodia 
had committed all major and region­
al powers to preserving the country's 
stability, and Vietnam would adhere 
to the "multilateral approach" even 
in seeking protection of the ethnic 
Vietnamese there. Vietnamese are 
widely resented in cambodia and 
have fallen victim to mass killings 
there since last year. 

The high-level Vietnamese-Ameri­
can meeting was ' arranged during a 
visit here earlier this month by As- , NguyeI} Manh. Cam 
sistant Secretary of State Winston 

The Deputy Minister , said that in 
discussing human rights, Mr. Lord 
had asked for information on the well­
being of four Vietn~mese imprisoned 
for political offenses. He toldthe , 
Americans that the four were in good : 
health. 

Lord and Hershel Gobel, the Deputy 
Secretary of Veterans Affairs. Their Seeking at 10. ng last 
talks ' were part of a longstanding 
effort to normalize Vietnamese-- t· I· Ten Americans are imprisoned 

here, some for po,lHical offenses. A 
European diplomat with connections 
to Vietnamese officials said the au· 
thorities were nervous about possible 
opposition activity . by former Viet­
namese citizens visiting from the 

American relations, which took a ma- 0 nonna lZe . . 
jar step forward in February when.. l . -.. ' . h h . 
President Clinton lifted the trade em- re atlonS WIt t e 
bargo that had been in force since the A . . 
end of the Vietnam war. merrcans. 

Li~n. Offices to OPen 
Mr. Mai said· liaison offices - the 

precursors of embassies...; would be 
opened in, Hanoi and. Washington once 
American officials 'found a suitable 
building here. ' :,' 

The United States owns the build­
. ing of its former consulate here in 
Hanoi. But Mr. Mai said "dozens of 
families" lived in the building. now· 
and it would take time to relocate 
them. . 

"We think there should be an inter-­
im solutio!). ... he said. United States 
officials-here are looking for interim 
quarters. . 

The diplomat who has been named 
to head the American office. James 
H. Hall. is visiting. Now the director 
of the State Department's Office of 
Vietnam, Laos and cambodia, he 
served as an adviser during military 
service in South Vietnam. 

Vietnamese officials said they ex­
pected the liaison offices to open with­
in a month or two but that they doubt­
ed Mr. Clinton would soon raise them 
to embassy .status. 

"The division in American society 
on the question of Vietnam remains 
deep," an offiCial said, speaking on 
condition that he not be named. "It 
wilJ take some time." 

WesL , . 
Mr. Mai said Vietnam would recog­

nize as foreign nationals only those 
e~igres who had taken legal steps to 
dIVest themselves of Vietnamese citi­
zenship. 

The American Presence 
But he said Vietnam saw the differ· 

ence between a liaison office and a Alluding to Vietnamese concern 
full-fledged embassy largely as one of about American interest in human­
name, and that it was ready to give rights cases here and possible linkage 
the top Atrie'rican representative here to trade privileges, the Deputy For­
the same access to Government lead· eign Minister said he considered Mr. 
ers he .would have if he were an Clinton's decision to extend most-fa­
ambassador. ' vored·nation status to China as "suit-

Mr. Mai said Mr. Lord and Mr. able to international trends," 
Gobel had come to Hanoi this month Mr. Mai disputed a widely held 
"to thank the Vietnamese people for . view that Vietnam's eagerness for an 
their cooperation" in working to re- . American presence here was based 
solve the issue of the 2,231 Americans on a desire to use Washington as a 
still listed as missing from the war in c?unt~rbalance to China, Vietnam's 
Indochina. Despite both officials ex. hlstOTJ.c enemy. He said it V¥:ould be 
pressing satisfaction with the con- bad diplomacy to playoff one big 
tinuing progress, leaders of Ameri-' ,power ag~inst another now that the 
can veterans organizations who ac- cold war IS over. 
companied them "had a different "A~l . major powers, ' without 
opinion." ' exc.eptJon, sh.ould be able. to play an 

The Deputy Minister said Vietnam active roJe In Southeast ASia, and 
had agreed to two requests made by none should have a feeling of being 
the officials and the veterans' lead- left out," he said. .. 
ers. One was for greater unsolicited Mr. Mai said Vietnam and the Unit­
efforts by the Vietnamese. particular- ed State.s had agreed to recognize 
Iy in searching through the records of ownership of Government assets in 
various ministries for clues to the each others' countries and that senior 
fate of the missing. The Hanoi Gov- legal offiCials would meet in Bangkok 
ernment also agreed to appeal to its on Aug. 1·3 to work out details. ' . 

~ '" .. " ' . '. .:" . ... 
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Top-level u.s. delegation lauds search for MIAs 
GI combing crash site for ~erican remains cites Vietnamese cooperation 
By Bruce Stanley 
ASSOQATEO PRess 

KHAM DUC, Vietnam - The 
Russian-built helicopter throbbed 
and whined as it settled gently into 
a clearing hacked from the jungle 
floor. . 

Members of a high-level U.S. 
delegation .climbed out into the 
suffocating humidity and into a 
lesson in '8 postwar generation's 
resolve to find clues to Americans 
still missing from the cdi\flict. 

Earlier, the visitors had 
munched on bagels and cream 
cheese as they flew in cool comfort 
from Hanoi to the central Viet­
namese city of Da Nang aboard 
the Boeing 707 that Vice President 
Al Gore usually uses. 

Now, Assistant Secretary of 
State Winston Lord, Deputy Secre­
tary of Veterans Affairs Hershel 
Gober and representatives of five 
veterans organizations were hik .... 
ing along a rough mountain trail 15 
miles east of Laos. 

Part of a 3S-member American 
delegation, they were in Vietnam 

l ( L 

to discuss normalizing U.S.­
Vietnamese diplomatic relations, . 
severed since the war's end in 
1975. The major obstacle: the esti­
mated 2,231 missing U.S. soldiers. 

After two days of talks, Vietnam 
pledged to resolve MIA cases. 
more quickly in return for diplo­
matic recognition by Washington 
and trade privileges, delegation 
members said Sunday. 

Their discussions over, the 
Americans had come to a place 
where six Americans and an un­
known number of Vietnamese ci­
vilians reportedly died when their 
cargo plane slammed into a ridge 
in May 1968. 

In the shadows of a virgin for­
est, they found 15 American and 60 
Vietnamese MIA specialists dig­
ging and sifting methodically 
through buckets of red dirt for evi­
dence of the aircraft's fate. 

For Army Spec. Bruce Clark, 25, 
of Pittburgh, the visitors were a 
welcome distraction. 

"When you're out here and 
you're busting your tail ... to see 
this many important .officials 

L 

come out to compliment what 
you're doing, to really see what 
you're doing, it gives us some mo· 
tivation to drive on:' he said. 

Spec. Clark's father, a disabled 
war veteran, was wounded in the 
same province, Quang Nam-Da 
Nang, where Spec. Clark now digs 
for answers to the fate of the miss­
ing. 

The site is the size of two foot­
ball fields, tilted at a treacherous 
75-degree angle. Jagged stumps of 
newly cut trees cover the ground. 
Excavation team members toil in 
temperatures of up to 110 degrees 
and trust a web of ropes to keep 
them from tumbling down the 
mountainside they share with poi­
sonous snakes. 

uIf anybody ever criticizes 
these people around me, they've 
got a hell of a fight on their hands;' 
said Mr. Gober, referring to those 
who have questioned the sincerity 
of U.S. efforts to investigate MIAs. 

lilt's a very emotional thing for 
me because you're digging for my 
guys, the guys that I served with, 
and I thank you for that;' Mr. 

L 

Gober, a Vietnam veteran, told the 
young team members. 

The dig's results so far include 
part of an engine turbine, a possi· 
ble flight suit and a pistol grip. 
Specialists will try to match these 
items wit~ a specific aircraft, said 
the team leader, Army Capt. Mario 
Garcia, 31, of Thmpa, Fla. 

The site also has yielded human 
teeth and a piece of tibia bone, 
Capt. Garcia said. Forensic an· 
thropologists will determine if 
they are likely to be those of Amer­
icans and possibly send them to 
the United States for further study. 

"It's an extraordinary effort;' 
said Mr. Lord, struggling to catch 
his breath after climbing from the 
excavation site back to the moun· 
tain top. "There would be no crit· 
icism of the amount of effort if 
people could see the dedication 
and professionalism," 

The Vietnamese also deserve 
credit, Spec. Clark said. 

"We have had nothing but coop­
eration," he said, "They have gone 
out of their way to help:' 

L l I 
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When in Hanoi, Skip the Museum and Go · for Coffee 
By SARAH TILTON 

HanDl:. Vietnam 
It was by accident that Nguyen Van 

Lam became an· art collector. Books were 
his hobby_ And when he wasn't looking for 
rare books, he was busy starting a cafe in 
the heart of Hanoi's old quarter. But some 
of his patrons couldn't pay, and gave rum 
paintings in liell of cash for long hours 
spent drinking coffee and talking. 

Forty years later, Mr. Lam is sti1t serv­
ing some of the best coffee in town, and on 
the walls of his small. dimly lit establish· 
ment hangs an outstanding collection of 
modem Vietnamese art. Connoisseurs 
skip the city'S Fine Arts MuSeum. a dlsap­
'pointing trudge through propaganda. and 
go directly to Cale Lam. And unlike the 
shiny new bars and restaurants springing 
up around the city. the one-room cate Lam 
is both an institution and an education. 

Mr. Lam opened his coffee business in 
lale 1949 when he moved to Hanoi from the 
countryside. He began with just a sidewalk 
stand and later expanded to a cafe on 

The Mobile Guide 

~ 
Cafe Lam 

Hung Voi StreeL In 1956, Mr. Lam bought 
the building at 60 Nguyen HuuHuan where 
he stin lives and works. 

The cafe became a gathering place for 
students and artists in the ·5Os. a turbulent 
time as French colonial rule was coming to 
an end and Vietnam was taking control of 
its own destiny. Many of the great names 
in Vietnamese painting passed through 
here: Nguyen Sang, Nguyen Tu Nghlem. 
Van Cao and Bm Xuan Phai. renowned for 
his scenes of Hanoi past. These artists 
were among the last students of the Ecole 
des Beaux Arts de L·Indochine. founded in 
Hanoi by &.e French in l!nS. While their 
work reflects the French training. their 

ability to combine Western and Asian tech· 
ruques has been a strong influence on 

. younger artists. Their legacy now covers · 
much of the chipped and peeling walls at 
Cafe Lam. 

The collection represents several gen­
erations of Vietnamese painters and is a 
lesson not just in art, but also in Viet­
namese history. There are oils, watercol· 
ors, abstracts, calligraphy and landscapes 
of the Vietnamese countryside and extra· 
ordinary Halong Bay. The flrst generation 
of artists studied in Paris or under French 
teachers at the Ecole des Beaux Arts. The 
school later became the Hanoi College of 
Fine Arts and guided a new group of stu· 
dents during the war against the French. 
Yet another generation. many of them 
self-taught, came of age during the war 
with the U.S. 

Each of the almost 1,OOOpaintings in his 
ever-expanding collection holds special 
memories for Mr. Lam, aDd he has no 
plans to take advantage of Vietnam's 
growing art market. Standing beneath a 
portrait of himself by Van Gao. he says, "I 
have no favorite painting. 1 love them all." 
He dreams of having a space in which to 
exhibit the works properlY. 

Some of the an is ie the cafe, but if 
you want to see the full collection ask Mr. 
Lam or bis wife to take you behind the 
beaded curtain that leads to their living 
room. Their personal quarters are fur· 
nished with an opium bed, a fan, a couch. 
two chairs. some of Mr. Lam's books, 
stacks of Chinese and Vietnamese ceram­
ics and a setmingly impossible number of 
paintings. 

The works survived the American war 
in Vietnam in good condition-Mr. Lam 
moved them into an air·raid shelter for 
safe keepillg. It's not as clear, however, if 
the collection and the landmark home on 
one of the historic 36 stre~ that make up 
the city's original ancient quaner north of 
Hoan Kiem Lake, the Lake of the Restored 
Sword, wiU fare as well in the '90s. 

Cafe Lam is ensconced on the eastern 
edge of the old quarter, a short stroll from 
the lake. It Is one of thousands of chann· 

ieg but dilapidated buildings, some of 
them dating back to the 15th century, when ' 
the streets were named for the tradesmen 
who set up shop there: Silk Street, Flower 
Street, Paper Street. Even now, the best 
sHk shops are on Hang Gai Street. and for 
the chopped-fish restaurants try Cha ca 
Street, literally "Fried Fish Street." 

But not everyone wants to live in an 
overcrowded architectural museum that 
lacks even the most basic amenities. Thus, 
with land prices skyrocketing- and eager 
developers desperate to secure space in 
downtown Hanoi, construction cranes now 
crowd the skyline. 

Mr. Lam fears that old Hanoi, much of 
which can now only be seen in the Phai 
paintings on his walls, will soon be com· 
pletely obliterated as conservatlonists lose 
the battle against the wrecking ball. "The 
American bombs were not very destruc­
tive compared to the way money is now de­
stroying the city. The bombs did not de­
stroy too many old trees and buildings. 
Now money is ruining Hanoi. I am sorry 
for the old buildings, lhe old trees." 

Although the artists are gone. the 
cafe still attracts a loyal clientele who sit 
'on miniature stools clustered. around 
seven worn wooden tables. Ceiling fans 
keep the house cool in summer. You can · 

also sit outside and watch the pedical 
and hawkers ply the tree·lined street. 

Nguyen Khuyen, editor in chief of tt 
Vietnam News, has frequented Cafe Lal 
since his student days. He remembers tt 
walls before they were covered with mOo 
ern masterpieces. He remembers the da~ 
when the painters stopped by for a drin . 
Decades later. this remains his cafe 
chOice, a familiar haunt where he is su: 
to run into friends. But his main reaSl 
for COmiDg to Cafe Lam is the coffee, ar 
he boasts that he drinks it "straight," 
form that many foreigners lind a bit t, 
robust. Even a few sips of the potent br(:­
are contraindicated for those with he:! 
conditions. 

Mr. Lam leamed to make coffee fro 
his father. He serves it hot, iced, black l 
as is common in Vietnam, with a layer 
sweetened condensed milk in the bottom 
the cup. He points cut that he can rna; 
coffee to suit French or Vietnamese taste 

What makes his coffee special? ,­
takes time to make good coffee. I woo 
the beans myself and dry them by a sm; 
flame and then grind them." Now 
years old and semiretired, he has taug 
two of his seven dtiJdren to carry on I 
tradition. The cale, open daily from 6 a.1 
to 10 p.m., also offers Coca-COla, bel 
Oval tine and fresh-squeezed orange 
lemon juice. 

The Lams ketp a visitors' book in t: 
back room. A medley of travelers. adm. 
ers and museum curators have filled! 
pages with sketches, tributes and m, 
sages in every language. One guest I, 
these words: "One is drawn to the til 
when the masters wandered in and out t 

changing a paintin, for a coHee and pre 
ably a good dose of encouragement al 

. support. Your roJe has had an historic 
equivalent in every period in every plar 
which seems to bring us all together." 

In an increaSingly commercial city, t: 
house of Lam is one of the Jast places y. 
can gUmpse old Hanoi and bask in the I 

mance and somnolence of an age that is ; 
but gone. 

• • • 
Getting there : Cominr from the din 

tion of the Metropole Hotel or the GaVel 
men! Guest House. the Cafe Lam is a blo 
and a half north of cathay Pacific's am 
on Pho Ly Thai To. a main a\'enue U' 
contlnues into Nguyen HUll Huan. t 
cale, faded yellow with green shutters. 
on the west side of the street. A cadmiu. 
yellow signboard hanging over the wind. 
shouts "CAFE" in bright red letters. T 
sign also has the address and tv.·o Jar 
words in blue: rang xay, meaning roast 
and ground. 

Ms. Tl'Uen., jormerly all editor oj I 

Shanghn.i Slar. has been lraL-elillg ill 171 
land and Vietnam. 
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HO CHI MINH CI'lY, Vietnam (AP) - Vietnam has rrade faster progress 
in amassing clues as to the fate of rrUssing Americans since Washington 
lifted its 19-year econcmic enDargo, officials said Monday. 

But a top-ranking Arrerican delegation, which announced a $200,000 
U.S. government gift to help provide Vietnamese veterans with 
artificial limbs, said it wanted concrete evidence that progress was 
being nade. 

Nguyen Hong Linh, head of the Vietnamese MIA office in Ho Chi Minh 
City, said ordinary Vietnamese are more enthusiastic now about turning 
over documents, photographs and ~ttlefield souvenirs that nay help 
resolve scme of the rerraining Am&ican MIA cases. But precise details 
were unclear. 

liThe lifting of the embargo has already given us very favorable 
corxiitions for our w:Jrk," Linh said. 

Hershel Gober, deputy secretary of veterans affairs, headed the 
350-<l8llber delegation on a four-day trip that focused on ways to 
intensify Vietnam's cooperation on the MIA issue. The group ccmprised 
some of the highest-ranking u.s. officials to visit Vietnam since the 
end of the Vietnam War in 1975. 

Deputy Foreign Minister Le Mai said last week that results from the 
two searches for clues al:x>ut MIAs conducted after the embargo ended 
Feb. 3 were arrong the best in five years. 

Linh said local police offered Vietnamese investigators the use of a 
rrotorboa.t for river travel to interview oossible witnesses of a live 
American reportedly held in captivity. 

The report proved false, but the eagerness of police to ~ate 
stemned fran the good will President Clinton earned by removing the 
embargo, Linh said. 

Representatives of five American veterans organizations disagreed 
with Clinton 1 s decision to end the sanctions, which was based pa.rt1y on 
the likelipood that Vietnamese cooperation ~uld irrprove. 

"There are rrenbers of this delegation ... ~o did believe that this 
step was a mistake, n said Assistant Secretary of State Winston Lord. 
"But they will be looking .•. for concrete results in the future to 
denonstrate that this in fact is true." 

Gober said the $200,000 U.S. Agency for International Devel~~t 
grant 'OOuld be given to the Thu Due Prosthetics Center in Ho Chi Minh 
City. 

"r can't think. of a better use for invest.rrent in foreign aid than 
scmething like this, taJdng care of people who are in many cases forner 
soldiers of the South Vietnam Army, n Gober said. The United States 
fought to defend former South Vietnam against attacks frcrn the 
CamJunist North. 

Outside the center's workshop, Gober shook harrls with about 20 
Vietnarrese who had lost both their legs. A few -were white-haired 
veterans of the war against colonial France that ended in 1954. Others 
were children who said they had stepped on mines left behind after the 
Am&ican war. 

GobeI, a Vietnam War veteran ~o was "WOunded in battle, spoke to the 
amputees in both Vietnamese and En:jlish. He and Lord each lifted 
legless men into wheelchairs paid for in part with AIrericans. 

Rick Sdlultz, legislative director of the Disabled Arrerican 
Veterans, shCMed off his U.S.-built wheelchair to curious Vietnamese. 
Sdlultz, a Cincinnati native, lost rrost of both of his legs in the war. 

"Obviously they· re not as good as we have in the United States, I he 
said of the artificial limbs nade in Vietnam. "They 1 re functional. 
n"lat 1 S what counts." 

The U.S. delegation flew Mcoday afternoon to the Laotian capital of 
Vientiane for a one-day visit. 

Lord and James Wold, deputy assistant secretary of defense for 
PCW-MIA affairs, met earlier Malday with the foreign minister of Laos, 
Sansavat Lengsavat, to discuss the fate of Arrericans unaccounted for in 
Laos. 

The United. States lists 2 , 231 Anericans as missing fran the war, 
including 1,641 in Vietnam, 504 in Laos, 78 in Cambodia and eight in 
China. U.S. officials say about 1,100 \oo"'&e killed in action but their 
bodies were never recovered. Another 422 were lost over the open sea 
and are believed dead. 
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HAOOI, Vietnam (AP) - Fifty U.S. and Vietnamese officials met for 
three hours Saturday in negotiations designed to chart the future 
course of relations between the boo famer battlefield foes. 

After a r01.IDd of pleasantries, the discussions got dCMIl to the 
serious business of AIrericans missing in action fran the war. 

The 35-member U.S. delegation, including members of the five largest 
veterans organizations in the United States, protX'sed that Vietnam do 
rrore on its CMIl to resolve the fate of the MIAs. 

Arrong other things, the United States asked the Vietnamese side to 
turn over more remains and battlefield documents that nUght help locate 
others. 

President Clinton has made the granting of most-£avored-nation trade 
status to Hanoi and the establishment of full diplomatic relations 
contingent on vietnam I s cooperation and on progress in the fullest 
possible accounting of the MIAs. 

IISpeaking on behalf of the AIrerican veterans ... The najority of us 
think that if we can resolve the Pa'l-MIA issue, the war will truly be 
over," said Hershel Gober, deputy secretary of the Depart.rre.nt of 
Veterans Affairs and head of the U.S. delegation. 

"I think there has been sane tangible results, 11 Gober told reporters 
later. "I think the Vietnamese are naking an effort. I think there are 
people in Anerica that think. they can do nore.·' 

Representatives of the veterans groups took a wait-and-see attitude 
and said they were opposed to normalization of relations and 
most-favored-nation trade status pending more cooperation. 

"The tone has been ••• that there needs to be more unilateral work 
done by the Vietnamese,." said John F. Sarmer, Jr., executive director 
of the AIrerican Legion, the largest U.S. veterans organization with 3.1 
million merri>ers and 16, 000 posts across the United States. 

Both the U.S. and VietnaIrese MIA Offices in Hanoi, who "",rk 
together, have been saying that the Vietnamese are cooperating and that 
there has been progress. 

Vu Chi Cong, head of the Vietnamese MIA office, said that during 
Saturday's negotiations the Vietnamese "explained very clearly that we 
do as IlUlch as possible. II 

"We have no interest in hiding dCC\lIl'eI'lts, II he said. "We have a lot 
of difficulty in finding documents." 

"About 50 percent of the remains returned are from the people, so 
the help of the people increased sharply, arrl this is a very positive 
factor," said Le Mai, deputy foreign minister and head of the 
Vietnamese delegation. 

But the Aroorican Legion's Scmner wasn't convinced. 
"We haven't seen the progress that others have claimed has been 

mde I II said Sanner. 
The two countries are preparing to open diplomatic missions after 

signing a fornal agreenent last m::mth. These ""uld be upgraded to full 
embassies once President Clinton is satisfied with progress on the MIA 
issue. 

Le Mai said the Arrerican mission can q>en whenever its members find 
housing in Hanoi. 

The U.S. delegation, which arrived Friday, included Winston Lord, 
assistant secretary of state. Delegation nenbers also rret with Do Muoi, 
secretary-general of the Carm.mist Party, an:j with Vietnamese war 
veterans, who pledged their support in tryiD':} to determine the fate of 
the Anerican MIAs. 

So far this year I Vietnam has turned over 39 sets of rena.ins 
believed to be those of Anericans. It turned over 67 sets of renains 
last year and 35 in 1992. Since the war ended in 1975, Vietnam has 
turned over 623 sets, according to records of the U.S. MIA office in 
Hanoi. Of that number, 287 have been identified as Americans. 

The United States lists 2,231 Americans as missing in action fran 
the war, including 1,641 in Vietnam, 504 in Laos, 78 in Cam1:x:x1ia and 8 
in China. 

But witnesses have confirrred that half those were killed in action, 
even though their renains have not been recovered, U. S. officials say. 
More than 400 others were lost over the sea and their renains probably 
will never be recovered, officials say. 
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HANOI, Vietnam tAP) - Vietnam hes pledged to intensify its efforts 

to resolve the cases of Am& leans missing in action from the war in 

return for diplomatic recognition by the United States and 

nost-favored-nation trade status, high-level u.s. delegation nembers 

said Sunday. 
The 35-....nber Anerican delegation ""und up bio days of najor talks 

in Hanoi, then flew south to Da Nang for a first-hand look. at a joint 

U.S.-Vietnamese field search for MIAs. 

The delegation included representatives of the five largest U.S. 

veterans organizations, \tt)o opp:>se nornalization of relations with 

Vietnam until they are satisfied with the progress being trade in the 

fullest possible accounting of the MIAs. 

Members of the delegation told a news conference they were 

encouraged by vietnam's pledge of increased cocperation, especially to 

set up its oWn research team to search for nore documents that could 

solve the fate of the MIAs. The United States has its CMn team 

investigating the MIAs, often jointly with the Vietnam.ese. 

But U.S. officials are urgirg the Vietnamese to do mre on their CMI). 

in obtaining dc:cum:mts and in getting villagers to tum over rcore 

remains they are believed holding. 

llWe realize we will never be able to account for every American that 

was lost in the war," said Hershel Gober I deputy secretary of Veterans 

Affairs and head of the u.s. delegation. "We have to resolve this issue 

arrl it 1 5 to the interest of Vietnam to continue to cooperate, ~ich 

they are, so that we can m:we to scme of the other things." 

The talks, described as cordial, straightforward and prcductive by 

the delegation, brought the one-titre bettlefield foes closer to 

diplooatic ties. 

Relations betVo1eeI1 the t"-O nations have warmed in the past year, 

especially since President Clinton lifted a 19-year trade embargo last 

Feb. 3. They appear to be at their best since the end of the war nearly 

20 years ago. 
The delegation acknowledged progress has been made in accounting for 

the MIAs, but it ec-hoed Clinton's t:OSition that mre results ImlSt be 

obtained before the two nations could restore full diplomatic relations 

and sign a trade agreem=nt. 

But the United States appeared to be softening its stand on human 

rights in Vietnam. The U.S. State Department last February cited the 

Carmunist government for severely limiting freedan of S~, press, 

assembly and association, and holding political prisoners. 

"This issue was raised, and it's one of great importance to the 

United States," said Assistant Se=retary of State Winston Lord. "This 

is a global approach. We do not Single out Vietnam or any other 

country. It expresses the values of the Arter iean people. 

UBut '.,;oe pursue this without arrogance or without trying to impose 

our system or our values on others, but rather to discuss universal 

principles. And it's in that spirit that we have made clear all along 

with the Vietnamese that we wish to take up this issue. l' 

Lord said he had "good discussions" with members of the Vietnamese 

Foreign Ministry am "again underlined the importance of the issue." 

"I did raise SClTe specific casp..s for purpose of access or 1l'Ore 

information about them, II he said. IlMany of these have been presented by 

rrembers of the House and Senate of our Coogress and they t the 

Vietnamese) indicated they \oX)uld try to get us rrore information on 

these subjects. II 

Lord said has proposed another round of talks on hUItan rights soon 

at a time and place to be set. Talks were held previously in New- York 

last February. 

But Gober said, "the only issue is :I?CM-MIA in this deleqation." 

So far this year, Vietnam has turned over 39 sets of renains 

believed to be those of Americans. It turned over 67 sets of rerra.ins 

last year and 35 in 1992. Since the war ended in 1975, Vietnam has 

turned over 623 sets, according to records of the U.S. MIA office in 

Hanoi. Of that number, 287 have been identified as Anericans. 

The United States lists 2,231 Alrericans as missing in action frc:m 

the war, including lr641 in Vietnam, 504 in Laos, 78 in Caml:xrlia and 8 

in China. 
But witnesses have confirmed that half those were killed in action, 

even though their rerra.ins have not been recovered, u.s. officials say. 

More than 400 others were lost over the sea and their renains probably 

will never be recovered, officials say. 
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HANJI, Vietnam (AP) - A Vietnam War veteran will head the new u.s. 
diplomatic mission in Hanoi, a senior State Department official told 
Ccmmunist leaders Saturday. 

James Hall, 54, head of the department's Office of Vietnam, Laos and 
Cambodia, was presented to Ccmmunist Party Secretary~eral Do Muoi as 
the top envoy to Hanoi. 

Hall was introduced by Assistant Secretary of State Winston Lord, 
part of a u.S. delegation on a four-day visit to Vietnam to assess 
progress in accounting for AIrericans missing in action in the Vietnam 
War. 

The United States am Vietnam signed agreements last lIOnth to open 
diplomatic missions in Hanoi and Washington, a preliminary step toward 
full diplomatic relations. The United States is expected to open its 
mission in Hanoi as soon as offices am housing can be arranged. 

But President Clinton has made the granting of further ties 
contingent on progress in obtaining the fullest possible accounting of 
the MIAs. 

At talks Saturday, the 35--nember U.S. delegation, including trembers 
of the five largest U.S. veterans organizations, proposed that Vietnam 
do lIOre on its own to resolve the fate of the MIAs. 

The U.S. team also asked the Vietnamese to turn over lIOre remains 
and battlefield documents _that might help locate other MIAs. 

"The majority of us think that if we can resolve the PCM-MIA issue, 
the war will truly be over," said Hershel Gober, deputy secretary of 
the Department of Veterans Affairs and head of the U.S. delegation. 

Vu Chi Cong, head of the Vietnamese MIA office, said the Vietnamese 
"explained very clearly that we do as lIUlCh as possible. 

"We have no interest in hiding documents," he said. "We have a lot 
of difficulty in finding documents." 

Since the war ended in 1975, Vietnam has turned over 623 sets of 
remains, of which 287 have been identified as AIrericans, according to 
U.S. records. 

The United States lists 2,231 AIrericans as missing in action from 
the war, including 1,641 in Vietnam, 504 in Laos, 78 in Cambodia and 
eight in China. 

But U.S. officials believe half those were killed in action, even 
though their remains have not been recovered. More than 400 others were 
lost over the sea and their remains probably will never be recovered, 
officials say. 

Hall served extensively in Vietnam. 
In 1965-66, as an Anny captain, he was based in the Mekong Delta as 

a district adviser to the U.S.-backed South Vietnamese regime that was 
defeated in 1975 by the Ccmmunist North Vietnamese. 

He was with the U.S. Agency for International Developm=nt in Phong 
Dinh Province in 1971-72. He was an economic officer at the U.S. 
Embassy in Saigon from 1973 until he left 10 days before the fall of 
the South Vietnamese capital on April 30, 1975. He married a Vietnamese 
wanan, Phan Thanh Huong, in 1973. The couple has three daughters. 

Hall later served as a diplomat in China and Burma. He was promoted 
to his current position in June 1993. 
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Labour Law Passed 
But does not replace 

. Decree 2331 
""T ~r A -.i ANOI: After 18 years 
;_~"~-:.: of deliberation and 
~:1 c'~ more than 30 rejected 

-u- -:.L drafts, Vietnam's 
National Assembly has finally 
passed the controversial Labour 
Code which is expected to curb 
the recent outbreak of strikes 
and weed-out unwanted foreign 
investors who are physically 
abusing staff. 

At least 20 of the 70 strikes 
across Vietnam over the past 
two years have erupted at 
foreign enterprises, some of 
which, according to a govern­
ment official, were in protest 
over "mediaeval" conditions 
imposed against Vietnamese 
workers, which set wage pack­
ets well below the legal mini­
mum wage. 

Mr Ha Ngoc Que, legal affairs 
assistant to the Minister of 
Labour, Invalids and Social 
Affairs, said one foreign 
employer made a staff member 
stand outside under the hot 
sun for half a day as a punish­
ment for arriving to work late. 

"Many Deputies are not 
satisfied with certain situations 
especially the question of 
,;,;>.?Jtreatment of the workers," 
lvi, Que said. 

"Of course it's not the major­
ity, but it's not just one or tvlO 

foreign managers. They beat 
them ... slap them as one kind 
of punishment, keep them 
standing under the sun for 
half a day ... it's mediaeval. " 

"It is unlawful. It is against 
233," he said referring to 
Decree 233, which was intro­
duced in June 1990. This Decree 

VielN"am TODAY YQL3JSSUE31994 

set special labour regulations 
for enterprises with foreign 
investment. 

Under the government decree, 
foreigners are required to follow 
regulations including rules on 
minimum wages, annual leave 
and maternity leave. 

The new labour code, which 
will take effect from January 1, 
1995, following six months of 
fine tuning, will primarily affect 
the local Vietnamese private and 
State-owned sectors. 

Foreign investors, however, 
will have to follow both the new 
Law and still be required to 
operate under Decree 233 which 
in its original form is now 
considered inappropriate. In 
light of the new labour code, 
it will have to be abolished or 
revised, according to Mr Que. 

He said foreign investors 
would be required to follow 
both the new labour code 
and must also abide by 
Decree 233, meanwhile the 
Government will get to work 
on a new set of regulations 
for foreigners. 

"The Government started 
working on the decree last 
year and had hoped to revise, 
or replace it in six months 
in conjunction with the imple­
mentation of the labour code" 
he said. 

The new Labour Law is a 
cluster of codes comprising 17 
chapters, which address issues 
including occupational health 
and safety, training and voca­
tion, employment contracts, 
wages, compensation, female 

labour, trade unions and 
labour disputes. 

The right to strike and the 
minimum wage are among 
the issues to be finalised by 
the government over the next 
six months. 

~= .. ·7.'F:tEf~~~~~\~·; .. ~I~~~~~~'* .. ~~~ 
Foreign investors are required 

to pay a minimum wages to 
unskilled workers of ($35 in 
HCMC and $30 in Hanoi) 
however, according to Mr Que, 
many foreigners do not comply 
with this. 

He said some companies pay 
$20 a month to workers and 
others were applying the basic 
wage to skilled Vietnamese 
employees. With the increase in 
the cost of living, the basic wage 
for an unskilled workers at a 
state enterprises is expected to 
increase to $50 a month when 
the code is finalised. 

This will lift the basic wage at 
foreign enterprises, Mr Que said. 

o..~~~~~' 1.;~:,~,;£~~r~·:-::'jr1!~ ~'=.21 
Maternity is another issue to 

be addressed in Decree 233. At 
the moment, women working 
for foreign funded enterprises 
are offered three months 
maternity leave, which is less 
than those working in the 
domestic sector, who get a full 
six months. 

The government considered 
six months too long and has 
reduced it, under the new code, 
to between four and six months, 
a move which is likely to increase 
the period of maternity leave 
time for women employed by 
foreign companies. 

ByTlD8 Diaz 

Annual Leave as specified 
under Decree 233 is currently 
three weeks. The Vietnamese 
sector allows only 10 days. 
Under the new labour code, staff 
are offered 12 days for the first 
five years' work, and a bonus 
day each year thereafter. Decree 
233 will be adjusted in line 
with this. 
~:\:·~.>~}?i~f)11;:3?~+:~\i$±t~-~, .. ! 

Strikes under the new labour 
code are permitted. Workers 
can legally strike if more than 
50% of the employees vote to 
walk out. Strike action at a 
company must be declared 24 
hours before the workers 
walk out. 

Social Security contributions 
is a major complaint of investors 
about Decree 233 provisions. 
Under these special financial 
contributions employers for 
employees contribute 15% of 
their employees gross salary 
for a social security fund. 

However, Mr Que wouLd not 
say whether this would change 
following the approval of the 
new labour code. 

Fines and the cancellation of 
licenses, come with the intro­
duction of the new code if 
companies, local or foreign 
violate the law. 

He said it was the government's 
intention to gradually edge 
towards one uniform system 
for foreign state enterprise and 
private enterprises, but this 
would not happen in the next 
two years .• 

15 



JULY 
1994 , . .. 

r~ , :._~ BACKGJlOUND BRIEFIN 

~ Accounting in Vietnam 
Many potential investors are experiencing difficulties in unravelling the Vietnamese accounting system. A$ the result 

inve.tor. are baffled and confiued and unable to make up their mind one way or the olMr. 

Khans Luu provides. first shop towards unravelling the problem 

to·;- .. ver the last several be specifically approved by Accordingly, Vietnamese Ac- Each · enterprise must apply 
" years there is an the Ministry of Finance. counting System has an account to the Ministry of Finance jf 
.~ . increasing interes~ .in The law requires that the for deferred expenses but not it wants to use a higher rate 

mvestment opportunItIes financial statements of local deferred income. . than specified in the circular. 
in Vietnam. However, many enterprises should include a The extent of accruals account- However this does not mean that 
potential investors are experi- balance sheet, profit and loss ing in the local system is only the enterprise must apply this 
eneing difficulties in unravelling account and stock (inventory) as far as the recognised expenses rate strictly - it can use a higher 
the Vietnamese accounting statement. that are unpaid, (for example or lower rate than that stated 
system. As a result, many For many local enterprises, their utility expenses and unpaid in the circular as long as the 
investors are baffled and financial statements are not salaries). asset is fully depreciated within 
confused and unable to make audited whilst the SOE's are Since it does not follow the the specified time limit! 

exempt from audit. This raises prudence concept, the system For example, the right of use of 
up their mind one way or potential problems of the does Dot aUow for provisions, land of an enterprise is 20 years 
the other. reliability·of financial statements example provision for doubtful hence on straight line basis 
WJi~tmtit:<R·iil~!!k:4;1jn.Wj and comparison between debt, deferred taxation and the rate used should be 5% 
Most of the other countries enterprises will be difficult, provision for contingent per annum. 
in the world have adopted due to lack of disclosure of liabilities. These items are taken However, some enterprises have 
the International Accounting accounting policies. into consideration but only in done the following: 
Standards (lAS) as the basis Even though the local system memorandum accounts, thus First year - Depreciation charged 
of their accounting system. does allow a certain extent of they will remain firmly off at 4%, arguing that the depre­
However, while there are no accounting uniformity amongst balance sheet items. ciation is a fair representation of 
Vietnamese accounting stand- the enterprises in Vietnam, it is As a result many Vietnamese the wear and tear of the asset. 
ards, there is a Vietnamese not flexible. companies appear more profit- Subsequent year - The deprecia­
Accounting System (VAS) which Whilst the system is adequate able than they really are. To tion rate will be highet than 5% 
evolved from a cash based for a stagnate and centrally really understand their true to ensure that the asset is fully 
syStem. The country used to be, controlled economy, it is financial position, it is necessary depreciated within 20 years. 
and still is very much a cash inadequate for a developing to investigate the off balance Therefore, the accounting 
based society, banking and economy like Vietnam since sheet items as well as those items policies especially for fixed 
other credit activities are still many companies are embarking on balance sheet. assets of some enterprises 
in their infancy and are pre- on new ways of doing business #U;--(~Ai.ri;{!@J.QH!UTi:.~;ij may look very odd. 
dominandy the reserve territory and entering into new types of One of the main abnormalities t]t&~~T4g:;r:r:'='.I'1{fi"{~,,_1'!(';;!t.,1':· iilit.':l,~ ':f. ,~'" .:~. j 
ftre{;e~~~t~dd~:~;~~s.and ~~~~~s~f f:~~J :~~:n~:~ in the Vietnamese Accounting In Vietnam, the concept of 
The State Owned Enterprises and management is needed System is that even though the merger and acquisition account­
(SOE) and local private enter- in many of these enterprises principle is to maximise profit ing is still relatively new. As 
prises mainly use the local for their survival in the new for tax purposes, the systeII1 such, the system does nOt give 
VAS accounting system while market ~~tl<C>lII'r. allows quite a significant guidance on how to account for 
companies with foreign invested amount of reserve accounting goodwill; indeed consolidation 
capital tend to opt for the ~ ~ (see Fig. 2). accounting, is still very new in 
international standards _ In The system is rather inflexible The source of these reserves can 
order to use the lAS, each in that it has been unable to come from the examples (Fig. 2) 
company must register its cope with the new type of but the main contributions to 
entire accounting system with business such as leasing. these reserve accounts are 
the Ministry of Finance within Currently in Vietnam, leasing derived from the net profit of 
180 days ·of obtaining their is still very much in its the enterprise. 
investment licence from State infancy, and a lease, finance or From a practical point of 
Committee for Co-operation · operating lease, is regarded the view, it can be argued that 
& Investment (SCQ). same as a term rental. Effectively these reserves are in effect the 

rendering it an off balance sheet provisions, the deferred income 
e~J:dM ('Iof"j"t;'t'!~"dr;t&1fi¥iJIII item, as opposed to the practise and the contingent liabilities 
The Vietnamese Accounting under the IAS of capitalising a that exist under the lAS. 
System shows exactly how However, these reserves are 
each type of transaction ~ a. always general and never for 
should be accounted for, and specific identifiable expenses. 

I 'f 11 h . The system way 
:c~~U!ise~~de!c:oun~ ceodr::~~ between the cash base -system ~!15}X;t! 'hgijBl·'t®($~?tt'~:1j 
be used. (see Fig 1) and the accruals' system The method of calculating 

according to the lAS methods. depreciation of fixed assets is 
f$:t,§;j.!\tNB''''ll,&~ The underlining principle of the specified by law. The Ministry 
Almost all enterprises in system is to account for tax- of Finance has issued Circular 
Vietnam have 31 December as arion purposes however it does #31 which regulates the 
their financial year-end and not follow the fundamental maximum depreciation rate 
any deviation from this must accounting concept of prudence. for each type of asset. 

ACCOUNTING CODES 

"'" - ....... 3omr1T:t;;J:tt:-};";:J{-~~rr 
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Vietnam. Currently, Vietnamese 
companies treat their subsidiaries 
and assoCiate companies pur~ly 
as investments. Participation in 
joint ventures are also reflected 
at the original cost. 

the banks are understandably 
reluctant to grant long term 

effective overnight. Vietnam 
needs to modernise its training 
progranune to produce account­
ants with the necessary skills to 
implement the new system. 
Recently the Vietnam Account­
ants Association was set up and 
membership opened to all local 
accountants, and it is hoped 
that this professional body 
will regulate and monitor 
the training and professional 

development of its members. -

loans to these . 
This major reform coincided 
with the Government intention 

Therefore the value of these 
investments could be worth a 
fortune or a1rernarively could be 
worth absolutely nothing - the 
only way to determine this is to 
obtain further information 

!~~i)i~ ~:~ , I: p ; , 

for many 
its and the government is 
keen ici set up a stock exchange 
in the near future where it 
is hoped that some of the SOE 
may be listed_ 

to make independent audit 
compulsory for all SOE, In this ....; 
connection, in May 1994 
KPMG Peat Marwick was given 
a 100% foreign owned company 
licence to carry out audit in Vi- ~ 
emam and an additional local 
audit company, AlSC, was set up 
in Ho Chi Minh City, • 

" ~ :' 
Currently, the local system 
clarifies long-term bank loan 
as Borrowed Capital rather 
than a Long-term Liability and 
can be misleading for the user 
of the accounts. 
The Vietnamese system does 
not require the disclosure of 
the amount of secured loans 
outstanding and the term of 
rhese loans_ 'This lack of informa­
tion and the other abnormalities 
in the method of accounting 
mentioned have proved a 
stumbling block for foreign 
banks in Vietnam to attempt to 
make a proper credit assessment 
on many of the local enterprises, 

The government recognises that 
many potential foreign investors 
are reluctant to invest in the 
companies because they do 
not understand their financial 
position, and as a result the 
Ministry of Finance is proceeding 
to revamp the existing account­
ing system, which according to 
our sources in the Ministry, 
the new system will be basically 
the adoption of lAS plus a 
number of relevant Viemamese 
regulations. This new system is 
expected to he issued and take 
effect by the end of this year; 
Even with a new accounting 
system that is in line with the 
rest of the world, it will not 
mean that the changes will be 

Fig 2 RESERVES 
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Secure your business in the compet itive market with Vietnam's First Joint -Venture Bank 

INDOVINA BANK LTD. 

SERVICES OFFERED : 
• FOREIGN & LOCAL CURRENCY ACCOUNTS 

• FOREIGN & LOCAL CURRENCY LOANS 

• FOREIGN EXCHANGE 

• TRUST OPERA nONS 

• CORRESPONDENT BANKING 

• BUSINESS COOPERATION SPONSORSHIP 

• HEAD OFFICE: 36 Ton That Dam Street, D,slrlCl 1, Ho Ch, \I,nh C,I\ 5 R \ ,elnam 
Tel' (848) 22499i, 230130,2930% Fax ,848) 231J111 Tlx Bll" i 1\18 VT 

• HANOI OFFICE: R8. Hal B,l Trung Street HOJn Klem Dlo.,t'll! Hz:nol, S R VIl'tn,ml 
Tel. (844) 265516 - 266321 Fax 1844, 2(,h l20 Tlx ~ 1;;01 IVBH,\ VT 

For Overseas Enquiries Con tact: BANK DAGANG NASIONAL INDONESIA (BON I) AFFILIATES AND BRANCHES 
• Jakarta (BDNI Head Office) Tel : (62-21) 3451221, 3803530 Fax: (62-21) 3805725, 372846 Tlx: 45412, 45891 BDNI HO IA 

• Hong Kong (BDNI Finance Ltd,) Tel : (00852) 5460087 Fax: (00852) 8582422 Tlx: 66308 BDNI F HX 
• los Angeles (BDNI Branch) Tel: <001-2131 8912988 Fax: (001-213) 8910726 Tlx: 1060774 
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Accounting Standards and 
Principles in Vietnam 
by Tracy Evans 

T
he development of account­
ing principles and standards 
in Vietnam as an aid to the 
financial management of 

enterprises is an ongoing process. 
Over time, the Government intends to 
bring Vietnamese accounting standards 
fully into line with International 
Accounting Standards. Accounting 
standards and principles applied 
by business enterprises operating in 
Vietnam can be dh'ided into two 
principal categories. 

First are the standards that can be 
used in foreign enterprises. This group 
includes joint-venture enterprises, 
100% foreign-owned enterprises, and 
foreign contracting parties in a 
Business Co-operation Contract. 

The second ca tegory is the standards 
and principles applied by State Owned 

18 

Enterprises, Co-Operative Enterprises 
and Vietnamese private enterprises. 

The degree of flexibility in the account­
ing systems and principles that can 
be adopted by a foreign enterprise is 
much greater than for a Vietnamese 
enterprise. That disparity can be attrib­
uted to the need to make reliable and 
understandable financial information 
available on a timely basis and to 
allow the accounting systems to be 
consistent with those applied in the 
home country of the foreign investor. 

Special Principles 
The basic principles relating to 
accounting for all enterprises in 
Vietnam were outlined in the 
Ordinance on Accounting and 
Statistics issued in October 1988. 
The Ordinance lists the types of 

accounting records that were to be inain­
tained and the basic reports that were 
to be produced. However, it states lit­
tle about the underlying principles. 

The Government of Vietnam issued 
Decree No. 18 CP in effect from April 
16, 1993 specifying the regulations 
in relation to direct investment by 
+69 foreigners in Vietnam. The decree 
includes a section on Standards of 
Accounting and Statistics and lays 
down the basic guidelines relating 
to accounting in, and the auditing 
of, foreign invested enterprises. On 
October 23, 1993 the Ministry of 
Finance issued Circular No. 84 
TC/CDKT wtuch provided guidance 
on how the principles related to 
accounting and auditing, outlined in 
Decree No. 18 CP were to be applied. 

The major points of Circular No 84 
TC/ CDKT are as follows: 

• A foreign enterprise may follow the 
accounting standards of another 
country. But the standards applied 
must comply with international 
accounting principles and standards. 
Also, they must be widely accepted 
principles and standards and are 
subject to approval by the MiniStry 
of Finance. 

Therefore, a company from the 
United States can elect to follow its 
own generally accepted accounting 
prinCiples with no need to comply 
with Vietnamese accounting princi­
ples in preparing annual financial 
statements. This represents a 
widening of the pennissible practice, 
Any foreign enterprise did not want 
to follow Vietnamese principles, it 

The Vietnam Business Journal 



was limited to a choice between the 
principles and standards of the 
United Kingdom, the United States, 
France and Russia. None of the 
internationally accepted systems 
will be exactly the same as 
Vietnamese taxation law. Therefore 
differences will usually exist 
between the "accounting profit," 
reported in annual financial state­
ments and "taxable profit," which 
is the basis for calculating the tax 
on corporate profits. 

• It is necessary for foreign enterprises 
to register the accounting system 
they will use with the Ministry of 
Finance. The documentation sub­
mitted to the Ministry of Finance 
should include a chart of accounts, 
notes on how transactions are to be 
recognized and recorded in the 
accounts, financial statement formats, 
accounting record formats and 
accounting document flowcharts. 

• The documentation relating to the 
registration of the accounting sys­
tem is required to be submitted to 
the Ministry of Finance within 180 
days of the investment license 
being granted. The Ministry of 
Finance is then required to respond 
to the application within 30 days. 

• When recording business transac­
tions, a foreign enterprise can use a 
language other than Vietnamese 
(e.g. English) and can use a currency. 
other than Vietnamese Dong (e.g. 
US dollars). However, these matters 
are subject to the approval of the 
Ministry of Finance. An application 
to use another language or currency 
should be made at the same time as 
the accounting system registration 
application. 

• Annual reports prepared by foreign 
enterprise, which must include a 
balance sheet, profit and loss 
account, and a directors' report, 
must be submitted to the appropri· 
ate government agencies within 
three months from the end of the 
financial year. 

The ViL'fnnm BIl5ill:?$s ]ollmni 

• Each foreign enterprise is required 
to have an accounting department, 
and to be headed by a Chief 
Accountant/Financial Controller. 
The chief accountant is appointed 
by the board of managemen t of the 
enterprise and is must have neces­
sary qualifications in finance and 
accounting. 

Once an accounting system has been 
approved by the Ministry of Finance 
any subsequent changes to the system 
require re-registration. Changes can 
only be implemented from the begin­
ning of the financial year. It is not pos­
sible to make changes to the account­
ing system during a particular finan­
cial year or to make changes without 
first receiving approval from the 
Ministry of Finance. 

In respect to the financial period that 
can be adopted by a foreign enterprise, 
all businesses will have December 31st 
as their financial year end (which is 
the year end for taxation purposes), 
unless they elect another date, subject 
to approval by the :vIinistry of Finance. 

Audit Requirements 
Decree No. 18 CP and circular No. 84 
TC /CDKT state that the annual report 
prepared by the foreign enterprise 
should be audited by an independent 
auditing company. In order to comply 
with the law, the directors of the enter­
prise must ensure that an auditor is 
appointed and that the audit is com­
pleted within three months of the end 
of the financial year. 

Audit services for foreign invested 
enterprises are currently provided by 
a small number of local Vietnamese 
firms. Ernst & Young was one of the 
first international accounting and 
auditing companies to be granted a 
license to practice in Vietnam by the 
State Committee for Co-operation and 
Investment and the Ministry of 
Finance. 

The financial reporting and monitoring 
systems currently applied to foreign 
enterprises in Vietnam comply with 

- -----------_._-------. . _-----

international practices in mnny 
respects. However, there <lre still sig­
nificant differences in the dq;ree of 
flexibility thot enterprises in Vietnam 
have in relation to accounting matters 
internationally. 

It is essential for the continued growth 
and stability of the Vietnamese econo­
my, and to ensure a level playing field, 
that strong and consistent financial 
standards are in place and th<lt com­
pliance with these standards is moni­
tored on a regular basis. The standards 
should focus on the principles under. 
lying the transactions of businesses 
and not on the specific methods used 
to actually record those transactions. 

Ho Clti Minh City·based Tracy Evans is a 
Senior Accoul1tnnt at Emsf & YOIlHg. 
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FOREIGN RELATIONS 

Troubled Waters 
Philippine offshore oil search roils China 

By Rigobeno Tiglao in Manila 

Oops - it was supposed to be a 
secret. No announcement was plan­
ned when Manila granted an oil 

exploration permit on May 8 to Yaalco 
Energy of the United Stales and its Philip­
pine subsidiary, Alcorn Petroleum a;"ld 
Minerals, covering a portion of the dis­
puted Spratly Islands. Discretion shouldn't 
have been difficult - it was just a six· 
month licence to conduct what is described 
in the industry as "desktop" exploration: 
collating data gathered e~rlier by o:her oil 
companies and the government. The ex­
ploration company wouldn't even need to 
venture into the area. 

But it appears that nobody told Alcorn's 
president, Eduardo Hernandez. 
to keep the news to himseU. 

lions" to the penni! granted to Vaako and 
Alcorn, he hzld "proposed to Assistant f or­
eign Mi.-uster Wang Mingfan that China 
could be invited to be a partner in the 
project.N 

Oil industry executives described the 
affair as a serious fmo: pes. Little more than 
a year eariJer, after China had stoked the 
Spratlys dispute by giving a U.S. firm per­
mission to explore for oil in disputed Wil­

ters closer to Vietnam, President Fidel 
Ramos went on record as saying that the 
Philippines favours toint exploration of dis­
puted areas of the South China Sea. By li­
censing a solo exploration effort, the gov­
emme.T1-! made Ramos' re~ks appear dis­
ingenuous, But the misstep seems to have 
resulted largely from the poLiti<:;al naivete · 

Hernandez proudly a."\rtoW'lced 
the exploration deal at the oil 
firm's annual stockholders' 

Ir~~:';:l~~::~;:··:' 
··CAMBODIA": : 

meeting. 'We want to be there 
when the cake has not yet been 
baked," he was quoted by local 
media as saying. 

of government officials. "I don't think the 
Energy Department officials can even tell 
the Spratlys from the Paraccls,"'" said one 
executive, referring to another disputed is· i 
land group in the South China Sea. ! 

When the storm first broke, Energy De­
partment Secretary Delfin l..azaro insisted 
that there was nothing controversial about 
the pennit since it involved an area within 
Phili?piTJ.e territorial limits. Alcorn official 
Ponciano Mathay explained that the com­
pany relied on provisions of the 1967 con­
stitution. as well as on a decree issued by 
former President Ferdinand Marcos declar­
ing the area off Palawan to be a Philippine 
mu.'"I..icipality. 

The permit covers what M.,nila calls the 
Recto Bank, and includes the Patag, Lawak, 
and Parola islands. Lazaro told a press 
briefing that the area was "far from 
Spratlys," apparently referring to the main 
Spratly island, in the rruddle of the sea half­
way between Palawan and southern Viet* 
nam, But China, Vietnam and Taiwan 
claim the entire Spratlys group, a far-flung 
archipelago of more than 90 islands, islets 

! 
and shcals that st:"addles key 
shipping lanes as well a possi­
ble de?OSits of mineral wealth. 
Tne Philippines, Malaysia and 
Brunei also claim certain parts 
of the Spratly island chain. As 
for the Recto Bank. China calls 
it Na..""lShan. 

Ex(>C'.Jtives of other oil ex-
The next day, a low-ranking 

Energy Department official 
confirmed. that it was the first 
such permit in the area, and 
admitted that exploration was 
"sensitive" due to conflicting 
territorial clai~ by five other 
countries. 

:f:!@J.ic'" ~~ .. ,,"", ' .. ' .. . , :'.;. ", .:" 
. :~. .' p'~:'-".:": ': ~. <.' '" ..• ,' .... " , ' . 

ploration companies told the 
REviEw they were surprised by 
the issuing of an exploration 
pe.-m.it to Vaako and AJcom. 
Discussions among govern· 
ments' oil-e>.-ploration agencies 
held under United Nations 
auspices until 1992, said the 

.... 

Sensitive it was. A Beijing 
Foreign Ministry spokesman immediately 
issued a statement reaffull1ing China's sov­
er~ig:"\ty over the area covered by the ex' 
ploration permit, a swath of the South 
China Sea 400 kilometres west of the 
Philippine island of Palawan. Assistant 
Chinese Foreign Minister Wang Mingfan, 
in Manila for annual bilateral consultations, 
lodged a protest with Philippine Foreign 
Ministry officials. Foreign Affairs Under­
secretary Rodolfo Severino said the PhiLip­
pines "meant no harm nor offence" in 
granting U'e permit, as the area was \\;tl\in 
Philippine territory. But that explanation.. 
he said, was rejected by Wang. 

Manila had to back-pedal fast. Return· 
ing from an official trip to China on June 
19, House Speake: Jose de Venetia - a 
close Ramos ally - declared that he had 
achieved "a diplomatic breakthrough" by 
winning China's endorsement of the prin­
ciple of "coounon exploration and deve­
lopment of the Spratlys, while shelving the 
sovereignty issue." De Venecia said that 
"to remove the most recent China objec-
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EA-S1 MA LAYS IA (Sabah) 

Hanoi's 
Tit for Tat 
Vietn"am calls it just another oil deal, but 
Hanoi's decision to Award Mobil Oil an . 
oil exploration contract in a disputed por­
tion of the South China Sea could be seen 

. as fighting fire with fire, In any case, 
Yietnam's move earlier this year angered 
China. which had leased ·a ·neighbouring 
area to a different"United States furn. 
... A Beijing Foreign Ministry 5p9kes­
man fired the first salvo in a new war of 
words on June 16, demanding thai Hanoi 
"stop the acts ' . ; infringing on Chi....""\a's 
sovereignty." He dwged that Vietnam 
had jeopardised Be:jing's 1992 contract 

. with the Crestune Energy Corp., an inde­
. pendent Y~' company, to ~p~?re for oil 

FAR EASTERN ECONOMIC REVIEW 

in the area, which lies west of the· diS­
puted SpraUy IslandS, 

A Vietnamese Foreign Ministry 
spokesman promptly rejected. ~he Chinese 
protest, and called on Beijing to "re1rain 
from any statements and actions that nlay · 
encroach on ·Vietna~'s· indisputable soy· 
ereignty in this region:"'" Hanoi insists that 

. the Cresto~e concession is illegal beca~ 
it covers ·part of Vietnam's continental 
shelf. . .. . . .. 

Hanoi has repeatedly disputed ·Chi­
na's claim to most of the South China $ca, 
but the Crestone deal has provoked some 
of the most furious protests. The Crestone 
area lies just east o( several Vietnamese : 
exploration blocks. notably one called· . 
Blue Dragon which was recently awarded 
to a consortium led by Mobil, 

Le Minh Nghia, head of Vietnam's 
Continental SheU Committee, points out· 
that 01e Crestone block is located only . ,. . . 

about 250 kilometres off the southern 
Vietnamese coa.st, but more than 1,300 
kilometres from China's Hainan Island, 
the closest undisputed .Chinese terri· 
tory, Beijing gets .around Utis problem 
by ciaitr'i!lg sole ownership of the 
Spratlys, but Vietnam actually oc:cupie5 
severa1..of the islands dosest to the 
Crestone conceSsion. . . < ~. • 

China has used. its military in the 
pilSt to settle maritime differences. ex· 
pelling the·· Vietnamese from ·the dis: · 
puted Paracellslands in 1974 and from . . 
a ·small reef in · the Spratlys in 1988 . . : 
Hanoi and Beijing normalised their reo .. ,. 
lations in 1991 and signed an agreement ... 
last year p ledging not to Use fo·ree to , 
settle differences. But after several · 
rounds of talks to delineate their dis­
puted sea and land borders, little pro-
gress has been reported. . . . .. 

. • Murray Hiebert 
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RusSicirt Premier Vows Tax Incentives to Lift Sagging Foreign Investment 
'. By Lee Hockstader 

W .. hi""011 PO>I FOfeip StMce 

on money transfers. Joint Russian and for­
eign ventures 'would be granted duty-free 
imports of production equipment and mate-

. MOSCOW, June 27-Alanned by rapidly rials and the right to retain all hard-curren-
falling levels of foreign investment. the Rus- cy earnings from their exports, 
sian prime minister offered a package of tax The prime minister, who is the day-to-
breaks and legal incentives today to con- day leader of the Russian government and 
vince Western executives that doing bus.i- its second most powerful politician, gave no 
ness in Moscow is not a game of Russian date for the introduction of the legislation. 
roulette: Nor is it clear what kind of reaction can 

Prime Minister Viktor Chernomyrdin, in be expected from the Russian parliament, 
a meeting with the leaders of major West- which is dominated by communists and na-
e rn corporations, said the government tionalists unfriendly to Western interests. 
would introduce legislation to give foreign- Nonetheless, Chernomyrdin sounded a 
owned finn~;' a five-year tax holiday and sub- bullish note, saying, "I think that all this will 
sequent guarantees that tax' legislation will lower the risk for foreign investment in the 
remain stable. .··.i ' · , . Russian'economy by the end of the year." 

:In addition. foreign ' firms would be al- The prime minister's remarks, delivered 
lowed to own land and be given freer rein to an elite bu~iness ~oup that included top 

executives from Coca-Cola, United Tech­
nologies Corp. and Citicorp, came as West­
ern investment in Russia is dropping sharp­
ly from levels that were not high to begin 

iIII, -
New foreign investment in Russia this 

year is expected to be only about $1 billion, 
down from $1.5 billion last year. The cumu­
lative total of all foreign investment in the 
country is $2.7 billion. By comparison, the 
cost of building Euro Disneyland, including 
loans and the up-front investment by Walt 
Disney Co., was $4:4 billion. _ 
- Chemomyrdin, just back from the United 
Stales, tried to assure investors that Rus­
sia's worst troubles with inflation and insta­
bility in government arc over, and that the 
investment climate in Russia is ripe for big 
foreign capital to t<lke the plunge. 

With' inflation down and a tight budget 
having passed parliament last week ; Cher­
nomyrdin said, "TIle macroeconomic state 
of the economy allows us for the first time 
to tackle the investment climate: 

The session was another sign that Cher­
nomyrdin, fonner boss of Russia's gas min­
istry who six months ago was heaping scorn 
on the "market romanticism" of Russia's 
economic reformers. has jumped on the 
free-market bandwagon. 

Last month, Chernomyrdin pledged to 
continue the tight money and credit policies 
that have helped reduce monthly inflation to 
about 8 percent from more than 20 percent 
monthly last year. 

His austere budget. passed nearly intact 
by parliament, has infuriated the military 
and agricuhural lobbies, among others. 

But he will have his work cut out for him 
convincing Western businesses that Russia 
is a promising place to invest their money. 

Foreign investors complain about unpre­
dictability of tax. banking and other laws in 
Russia that seem to change more often than 
the seasons. Complaints often also are heard 
about Russian infrastructure, including a tele­
phone system that functions, or doesn't, ac­

. cording to Third World standards. 
Moreover. rising street crime, more power­

ful organized criminal groups and official cor­
. ruption. notably in Moscow, have scared some 
investors. Various international surveys have 
listed Russia as one of the riskiest places (or 
foreign capital in the world. 
, The business executives are scheduled to 

meet with President Boris Yeltsin on Tues­
day. '. 
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ECONOMIC MONITOR VIETNAM 

Handle With Care 
V ietnam's economy keeps soaring, 

despite repeated warnings from eCC}­
nomists that storm clouds lurk on 

the horizon. The country's performance 
during the first six months of 1994 has 
turned. out even more robust than last 
year's, already the strongest since the war 
ended in 1975. 

The government expects GOP to grow 
10.5% during the first half, thanks to a 
winter-spring grain harvest of 11 million 
tonnes, 1 million tOlmes higher than last 
year's record crop. Industrial output and 
construction should increase by more than 
12%, even though widespread smuggling 
and antiquated equipment continue to 
hobble enterprises producing such goods 

* Speeding Up 
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as textiles, garments and ceramics. Services 
are expected to soar a whopping 24%. 

Economists are confident GOP in 1994 
will top the roughly 8% growth of the past 
two years, although inflation is also ex­
pected to increase somewhat. Prices are 
forecast to rise 6% in the first hall, against 
5.2% in all of 1993, the first time in over a 
decade that Vietnam had held inflation to 
single digits. interest rates have moved lit­
tle this year: three-month dong deposits 
earn 1 % a month. 

Some 3.8 percentage points of the in­
crease came in February, when the central 
bank issued more cash to cover higher state 
salaries and Lunar New Year bonuses. In­
flation is not expected to top 10% this year, 
although it might in the longer term if the 
state's budget deficit continues to widen. 

Although tax revenue is projected to 
soar a year-on-year 50% in the first six 
mont~, the government antidpates a full-

JUNE 23. 1994 

year deficit of Dong 10 trillion (U5$912 
million). Tha~s an increase of about 15%, 
but economists say the gap is declining as 
a percentage of GOP, to 6% this year from 
7% a year ago. Most of the gap is the result 
of increased spending to upgrade the coun­
try's dilapidated infrastructure and mod­
ernise archaic enterprises. 

Officials expect the merchandise-trade 
balance to register a USSloo million deficit 
in the first half, even though exports are 
expected to reach USS1.6 billion, up 27% 
from a year earlier. (Vietnam posted a 
US$334 million trade deficit for all of 1993.) 
Rice eX]'Orts, which struggled early in the 
year, hit 200,000 tonnes in May, pushing 
the total to 750,000 tonnes during the first 
five months. i Despite the surge in grain exports, Viet­

~ narn is expected to have difficulty meeting 
~ this year's target of 2 million tonnes. But 
~ the increased foreign sales, coupled with 
8 nearly US$95 million in subsidised govern­
~ ment loans to help food companies buy 1.6 

million tonnes of grain, in recent weeks has 
pushed the farm-gate rice price back to 
Dong l,ll7G-l,l50 per kilogramme in the 
southern Mekong delta. A 2-million-tonne 
surplus there had forced prices down to 
Dong 900-1,000 in March and April. 

First-half tinports are expected to have 
surged 33% to US$1.7 billion. Although I 
capital gcxxis account for much of the in- ! 
crease, the fastest-growing categories are 
consumer goods. Motorcycles, for instance, 
soared nearly 70%. The Asian Develop­
ment Bank estimates that the current­
account deficit will widen to US$960 mil­
lion this year from US$758 million last 
year. 

Despite this deficit, the dong remained 
fairly stable (thanks to central-bank sup­
port), depreciating to 10,960 in early June 
from 10,850 to the U.S. dollar in January. 
The dong's recent stability, after fluctuat­
ing wildly in 1991-92, has prompted calls 
for devaluation from domestic business· 
men and foreign economists who believe 
this would bolster the country's exports 
and make local commodities more com­
petitive with cheap tinports from neigh­
bouring China. 

The lifting of the United States trade 
embargo in February has spurred foreign 
investment. In the first five months, the 
government issued US$1.5 billion in new 
licences, bringing the total since 1988 to 
US$8.9 billion. However, actual investment 
remains sluggish, reaching only U5$2.1 bil­
lion by the end of last year. 

• Murray Hiebert 

FAR EASTERN ECONOMIC REVIEW I 

AsIA BUSINESS NEWS 
MONDAY TO FRIDAY 

PROGRAMME SCHEDULE' 

6.00am Breakfast Briefing 

6.30am The Asian Wall Street 
Journal On Air 

7.00am Breakfast Briefing 

Trading Day 

Money Talks 

12.30pm Far Eastern 
Economic Review 

1.00pm Trading Dav 
(Continued) 

;.OOpm Asian Market Digest 

7.00pm The Asian Wall Street 
Journal On Air 

7.30pm Money Talks 

8.0Opoi Far Eastern 
Economic Review 

8.30pm Asian Market Digest 
(Continued) 

9.30pm The Asian Wall Street 
Journal On Air 

10.00pm Money Talks 

10.30pm ~ Far Eastern 
Economic Review 

11.00pm Asian Market Digest 
(Continued) 



GOING HOME WITH 

Germaine Loc Swanson 

'A Voyage So~Bitter, So Sweet -
, ~ " 

' 

By MARIAN BURROS 

O
N a cool, gray afternoon this 

spring. Germaine Loc 

Swanson stepped down 

from the van that had car- . 

Tied her from the airport to the Thu 

Do Hotel in Hanoi, Vietnam. Her aunt, 

Vu Thi Nga, 72, who had cared for-her 

as a child, had been sitting in the hotel 

lobby since early morning. She didn't 

want to miss this meeting. 
As the women wrapped their arms 

around each other. the older woman 

rubbed Mrs. Swanson's cheek and 

cried. They had not seen each other in 

40 years. Tears welled up in Mrs. 

Swanson's eyes but few escaped. She 

does not cry easily. 
Her steely will and her ability to 

keep her emotions in check are part 

of Mrs. Swanson's survival technique, 

honed over 30 years of wars and revo­

lutions that included threats to her 

life, loss of her homeland and a sad 

love story. 
This trip was a homecoming, the 

first time Mrs. Swanson, 58, had seen 

her aunt since 1954. Mrs. Swanson's 

immediate family fled Hanoi when 

the Communists took over North 

Vietnam. From a life of privilege in 

the north, her family was suddenly 

plunged into a life of deprivation in 

the south, experiencing nothing but 

,...,----," ", 

Germaine Loc Swanson, right, with her aunt, Vu Thi Nga:,:: 

hard times until they escaped to the 

United States just after the fall of Sai· 

gon in 1975, 
"Do you remember me?" Ms. 

Swanson asked her aunt in Vietnam· 

ese as they em braced. 
"You haven't changed at all," Mrs. 

'" 

Nga replied. " J would recognize you if 

you were walking on the str:eel. You ' 

have your grandmother's walk and 

body. You have the same face. How ·· : 

can I not recognize you?" " , 

"I thought we would never, never : ' 

find each other again," Mrs. Nga con­

tinued. "But 1 think your grandmoth~ ' 

er looks after us and found a way to :. 

put us back together. I dream about :~ " 

her all the time and she sliB comes .; , 

home and teJls me'what I should do.'" 

Mrs. Nga. who lives with her hus· 

band, a retired Vietcong official. 

Continued on Page <;9 ., .. 
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A Voyage So Bitter, So Sweet: Return , to Vietnam , 

Conlinued From P08e Cl 

raises tea on four Bcres, taking care 
of the crops with the help of her six 
children. Mrs. sytanson said her fam­
Ily WitS never quite sure whllt her 
aunt's husband did because "she 
wanted to hide II from us," 

Mrs. Swanson hoped this pilgrim­
age would help her come to terms 
with her pasi. Iter acquaintances in 
the Unlled Stales know her 85 the 
owner, with her husband, Dick Swan­
son, of Germaine's Restaurant In 
Washington, where she serves Imagl· 
native Vietnamese and other South· 
east .... slan foods. Her patrons Include 
the ncwsmakers who frequent the 
Sunday morn In" lulk shows as well as 
the journalists who question them. 

Mrs. Swanson's friends know her 
as a st reet-smart survivor who has 
scrambled aU her lire to make things 
work out. But they have not known 
much about her early Ille. Her story 

I unfolded for her traveling compan­
ions, four female friends, as she Jour­
neyed through Vietnam. 

Mrs. Swanson's life ~s a young girl 
was privileged. Her father had two 
wives: Germaine's mother, who was 
Vietnamese, and her stepmother, a 
French-Vietnamese woman, "Many 
wealthy Buddhist men In Hanoi had" 
to 10 wives as well as glrUrlends:' 
Mrs. Swanson snld. "Everyone knew 
we had two mothers; they got along 
very well." 

The brolhers and sisters and step· 
brothers and stepsisters - 14 in all­
and both mothers lived together In a 
very large house with as many as 13 
servants. Mrs, Swanson, the eldest 
child, wenl to French schools. 

Her father, Philippe Ngo Thanh, 
owned furniture factories before 
World War 11 and owned severa l 
olher businesses from 1945 until 1954, 
when he was also the police commis· 
sloner In H8nol for lhe French colo­
nial government. 
• "~I lefl Hanoi expecting to come 

back," Mrs. Swanson said, "and I 
never did and it was very Important 
for me. I felt homesick and I wanted 
to find my rOOIS. I stili can see the 
Japanese walking down the street 
during the war and the. bombing _ 
the good times and Ihe'bad times, I 
remember my falher more in Hanoi 
than In the south. He was a macho 
businessman. In the south, he WAS 
depressed, Jobless and helpless." 

Mrs. Swanson's fathel' died In 1970; 
her mother, Dang Thl Tuyet, lives 
with Mrs. Swanson'! brother Bernard 
in Fairfax, Va . . 

"The main thing," she sRld, "is I 
wanted to see my aunt, whom lowe 1\ 

lotiO, and to visit my grandmother's 
crave." 

But the trip to her grandmother's 

Ok. !w._C ...... 11on 

Germ~ine Lac Swanson at 15 at her home in Hanoi in 1952, 

grave proved to be too far, so Mrs. 
Swanson plans to see it on another 
trip. "It's Imporlantto Vietnamese to 
find Iheil' ancestors' graves and re­
store them," she said. "Then your 
soul feels more peaceful." 

Mrs. Swanson and her Runt spenl 
the day afler her arrival together, 
walking arm in arm, exchanging con· 
fidences, soaking up each another's 
presence. The younger woman wore a 
hOI pink and turquoise warm-up Jack­
et ilnd pants and running shoes, the 
older woman black pants, a black 
knilled sweater and a rus t knil sca rf 
wound around her neck and head. . 

They wenlto a cousin 's house, once 
owned by Mrs. Swanson's father. 
Mrs. Swanson noticed pari of an altar 
that hOld belonged 10 her flrandmoth-

er Vu Thi Thuoc. She said her grand­
mother "did everything she could to 
make money, from selling opium to 
furniture." And she indulged her 
grandchildren at every opPortunity. 
They spenl weekends and summers 
at her home In the country. " My 
grandmOther would sive us anything 
we wanted," she saki. 

Mrs. Swanson also visited the vII· 
lage of Gia Qual, where her grand· 
mother had a pagoda buill. After 
years of neglect, Ihe bell lower was 
rebuilt in 1993; the yellow and brown 
pagoda wilh its open·air altar was 
restored. Most of the houses in the 
village today are of concrete; those 
made of bamboo were destroycd dur­
ing the war. 

As the van drew closer to the vii· 

, " 

Mrs. Swanson visited the bell tower of her family's pagoda, 

lage and Mrs. Swanson began to rec· 
ugnize the surroundings, her excite· 
ment was palpable. There was the 
JackfruiUrce she used to climb and 
the bell in the pagoda lower she used 
to ring. 

"Now I am gelling loose bumps," 
she said. "Now I remember a 101 of 
stories. I remember when I was a 
year old and my brother was J 
months old and we were very sick so 
my grandmother put us In two bas· 
kets and took us 10 the pagoda and 
prayed for us for three days." 

"This Is my place," she said, after 
she had prayed at the pagoda. "I 
found something that J losl. II's good 
lor me to see this now because In two 
or three r.ears everything will be 
changed." The Government plans 10 

build a hotel across the road. 
The next day, It visit to the lasl 

house the family lived In belore they 
lelt Hanoi was not so joyful. Once II 

single-family dwelling, Ihe house now 
has a different family in each room; 
all of the people are related to Mrs. 
Swanson's grandmother. The ghost of 
It5 19th·century grandeur was visible 
In Ihe high ceilings, the banister, the 
walls that surroUnded the property. 

As she went from room to room, 
Mrs. Swanson describe<! what each 
hnd been : "This was our maid's 
quarters; thcl'e's Ollr back entrance; 
this was our kitchen." Then she slid 
down the banister from the third 
floor, Just as she had done 50 years 
before, giggling all the way. 

Some of her father's French books 
life still on lhe shelves In the library, 
which is nuw hung with a clolhesllne. 
The holes In Ihe ceiling ond the crum­
bling plaster changed her mood. "II 

makes me sad," she snid. "No one 
wilnlS to maintain the whole house 
when all they own is their own room. I 
have no more good memories of how 
It looked. I shouldn't have come back 
to see the way it Is now. I thought it 
would be the same." 

This is the house Mrs. Swanson's 
family left behind when Dien Bien 
Phu fell to the Vletminh in 195~ . Her 
father was certain they would be 
back in she months. They never re­
turned. 

Fleeing was nothing new to them. 
They had. gone to the countryside in 
1944, when the Japanese occupied 
Vielnam. And Ihen again In 1945, 
when " former employee, who was 
also a Vlelminh guerrilla, went to 
their house with a squad of soldiers 
and a machine gun and ordered the 
family Inlo the backyard, prepared to 
kill all of them, Only the pleading of 
Mrs. Swanson's mother saved them . 
The former employee sent the sol­
diers away,told the family to stand al 
one end of a trench Ihnt had been dug 
there during World War II , and threw 
a grenade Into the other end. When he 
Jeft, the family again escaped. 

In 1953, a year before the French 
occupation ended, Mrs. Swanson, who 
was 16, moved 10 Saigon, lied about 
her age and became an army nurse. 
When 15 members of her family lied 
Hanoi a year laler, she beCAme their 
main support. 

"That was the Clme of my life when 
1 was supposed to be enjoying my­
self," she s:lid, withoul any biller· 
ness. " I had to suppress everything." 

Mrs. Swanson mnde lit lea st 100 

Jumps as a paratrooper nurse belore 
resigning from Ihe ar.my in 1962, 

when she was pl'egn~nt wilh her fir st 
Child. She then became a freelance 
reporter for Reuters, Tlme·tife, NBC 
and CBS during the Vietnam War. In 
1969 she married Dick Swanson, an 
American photographer who was 
covering Ihe wal' fol' Life maga1:ine. 
In 1972, she and her husband moved 
to Bethesda, Md., with their 6-month­
old son, Justin, and her son, Philip, 
10, the child of another American. 

Four days before Saigon fell in 
1915, Mr. Swanson returned 10 Saigon 
and managed to help 12 members of 
his wile's family lice Ihe country, 
getting them on one or the last IIlghts 
out 01 Tan Son Nhul airfield. 

As the tour moved sOUlh along the 
coast, there were more relalives to 
visil and places to set' - places thut 
Mrs. Swanson had visited as a report· 
er during the Vietnam War: 011 
Nang, Nha Trang. Cam Rnnh Bay. 
What surprised her was notlhe dam· 
age ~one by Ihe war, but how shahby 
the country looks. 

"All the American military bases 
are gone and the land is empty," she 
said. "The country is rundown and I 
am disappointed by the lack of clenn· 
IIness. It was so beaullful." 

It was on the road (0 Saigon that 
Mrs. Swansofl, for the first time, 
talked about her oldest son's father, 
an American helicopter pilol who was 
already married. All of the control 
thai she had exercised lor years was 
released, and stle cried. "I've had a 
hard life," she said, "but I'm luckier 
than many Vietnamese women. I end· 
ed up married to Dick and I have kids 
that are tine and 1 have love." 

She would have returned sooner, 
she said, but she was afraid. " I didn't 
think it was safe for me because my 
fllther was police commissioner, 1 
had French citiunshlp and the Viet­
mlnh tried to kill us. But after the 
embargo was lifted I heard from peo­
ple that it was sare to go back and I 
would be free 10 go anywhere. 

"I'm happy because I've seen my 
family. I see the counlry is blooming 
lind becoming rlch~r and people are 
more Independent." 

But she was disappolnted,loo. "The 
biggest surprise was to see how Ha · 
nOi has changed," she said. "The peo­
ple used 10 be so sweel and invite you 
to their house 10 have lea. It dkln ' t 
mailer who you were. They don't do It 
anymore. Aller so mllny years of 
war,the Norlh Vietnamese culture Is 
gone. Now It Is more like the sOUlh: 
more selfish, commerclalited and Ig­
norant, not warm and welcome." 

Now that she has secn Vietnam, 
Mrs. Swanson has no desire to live 
there again. She malnlains contact 
with her Vielllamesc friends, many of 
whom are scattered around the 
world. Out, she said, "I'm considered 
an American now." 
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In Vietnam, 
They Iwep 
The Faith 
Religious Are Given 
A Limited Freedom 

By Steve Raymer --DA NANG. Vtetnam-on a balmy 
Sunday afternoon. an overflow 
crowd of more than 750 Roman 
Catho~cs waits for the Rev. Anthony 
Nguyen Truong Thang to deliver his 
third sermon of the day. 

Outside, hundreds more worship­
ers kneel on the concrete beneath the 
twin spires of the Da Nang Cathedral 
as the Mass begins in this provincial, 
seaport, where Portuguese and Ital­
ian missionaries brought Christianity 
to Indochina in 1615. 

Thang walks among his people" 
Quietly shaking hands and exchang­
ing greetings with parishioners who -
say they are now free to pray in this 
officially atheistic ·country-but 
within fairly' stringent limits. 

"Christians were severely perse­
cuted by the Vietnamese kings at 
Hue long before there were commu­
nists," said Tbang, who recently re­
turned to Da Nang alter 13 years of 
forced internal exile because of his 
close ties to U.S. military chaplains 
during the Vietnam War • . 

"Now we are accused by the au­
thorities of being collaborators with 
the French or the Americans." 
Thang said. "Still. we keep our 
faith." . 

Keeping the faith in Vietnam, one 
of the world's last communist coun­
tries, isn't easy. After the collapse of 
the U.S.-backed Saigon government. 
in 1975. seminaries were closed, 
churches and temples seized and 
hundreds of clergy members sent to 
reeducation camps. 

Thang's sermons, which are sub­
ject to government censorship, are 
homilies that mix traditional gospel 
'with mild social activism--compas­
.sion for orphans, street children and 
drug offenders. 

Nineteen years after the war, the 
Catholic schools of Tbang's parish­
"!he largest in southern Vietnam­
.remain closed. Nuns who run a kin­
dergarten in an adjacent convent say 
that they are subjected to police sur­
veillance and that their mail is cen­
sored. 

Says a U.S. State Department"of~ 
ficial in Washington, 1"he bottom 
line is that the Vietnamese are freer 
today to worship ••• so long as Viet-
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A VIetnamese woman-a Buddhist like 65 to 80 percent of those In her country--offers prayers. Stili, at least 
million Vietnamese are Catholic and are served by priests such 8S those below, who work In Da Nang. 

namese do not publicly undermine 
the government's authority." 

The United States has made prog­
ress on human rights a condition for 
normalizing relations with Hanoi since 
President Clinton lifted a 30-year-old 
trade embargo against Vietnam in 
February. A seruor U.S. official said 
that while 10ng-term trends are in 
the right direction: J;llany abuses 

need to be righted before Washington 
grants full diplomatic recognition to 
Hanoi's one-party government. 

International human-rights groups 
accuse Hanoi of cracldng down on 
religious acth,;sm even as the gov­
ernment encourages large-scale for­
eign investment and moves to liber­
alize Vietnam's moribund economy. 

Hanoi recently jailed 11 Buddhist 

clerics in the fonner imperial capital 
of Hue and the oil boom town of 
Vung 'Tau for challenging govern­
ment control of Buddhist organiza­
[ions and distributing anti-govern­
ment leaflets. A Hue court late last 
year im)X>Sed stiff prison sentences 
on fh··e dissident Buddhist monks and 
five laymen for rallying the largest 
public demonstration in the nation 
since the war's end. 

Government officials continue to 
restrict the mo\'ement of Catholic 
priests, including Thang, within 
their parishes. Hanoi has feuded 
publicly with · the Vatican over the 
appointment of Ngu~'en Van Thuan, 
a nephew of South Vietnamese Pres­
ident Ngo Dinh Diem, as archbishop' 
of Ho Chi Minh City. Vietnam's top· 
Catholic post. The Vatican says it 
reluctantly has agreed to give Viet­
nam a say in appointing bishops for 
the nation's 6 million Catholics. 

The Washington-based Puebla In­
stitute, a lay Catholic human-rights 
group, lists about 130 Buddhists and' 
Catholic and evangelical Christians 
in Vietnam who are either in prison 
or under house arrest for their reli­
gious activi.ies. Although. Hanoi has.: 
allowed a few dozen priests and min­
isters to be ordained in recent years, 
their numbers are dropping while. 
their congregations are growing. 

No one seems to dispute that more 
Vietnamese than ever are flocking to' 
houses of worship. Even Conununist 

. Party chief Do Muoi has been seen at 
Tran Quae Pagoda in Hanoi and the 
cathedral in Phat Diem. although crit­
iC!; call his periodic visits a cynical ploy 
to enlist rellgious leaders' support for ' 
party refonns. 
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