Short-Term Pains For Long-T:

Two professors from Georgetown University visited Vietnam on the occasion of their
eighth exchange with HCM City Economics University. The Weekly spoke with Prof.
Thomas B. Cooke, distinguished teaching professor, and Prof. Catherine C. Langlois,
associate professor of economics and global experience Vietnam, about Vietnam’s
economic problems and their insights.

(: The dong appreciation
over the dollar is getting
higher. What negative im-
pacts may happen?

Langlois: The dong is fixed
against the dollar, so it is a
similar situation to China.
The question is whether the
economy can grow as fast as
the foreign currency comes
in, and if it can, then there
would only be the facilitation
of growth (hrough foreign
direct investment.

Cooke: The US. is close
to a recession. The dollar is
tightening and there may be
a reduction of dollars avail-
able for foreign investment,
The economy of the U.S. right
now is in flood. It is not very
strong. Our Government is
also taking steps, like lower-
ing interest rates and giving
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people some money to spend,
but there is no certainty that
is going 1o work. The Govern-
ment is trying to turn things
around. We hope both plans
work.

Given the current situation
of the stock market, do you
think it will encounter a
collapse?

Langlois: That depends on
opportunities for investment
in Vietnam, which is deter-
mined by the pace at which
firms get privatized, and
whether privatization comes
with the dong available in
the market for investment
until the stock market gets
stable when you have enough
listed companies available
for trading. Otherwise it will
be too volatile,

Cooke: I think the Viet-
namese stock market is still
at a surprisingly high rate.
The returns on the stock
market for the first few years
were very high. People as a
result made easy money. And
now the reality is gelting in.
This has happened in Amer-
ica as well. The market now
is below 700 points and il is
getting to a comfortable lev-
el. I see some stahility there,
and that will encourage more
investment which should
keep the market at over 700
points.

Sometimes we expect a lot
from Vietnam in a very short
period of time. If you look at
the last five years, how much
has happened to Vietnam?
Now it is just slowing down
alittle and in the end we will
see it gets better. It is now in
a correction, and with the
market down there is an op-
portunity for some people to
buy.

The Government recently
said they would scarify the
stock market to reduce the
double-digit inflation. What
would the consequences of
that bhe?

Langlois: Well, the higgest
consequence is that compa-
nies have torely on foreignin-
vestment for capital through
debt financing instead of eq-
uity financing, which is what
happening to East European
countries, until companies
are highly leveraged. There
will be more debt financing
than equity financing,

The Government has to be

careful how they view the
stock market. I'm not sure
whether the Government is
interested in overseeing how
the market operates, but it
should not be too deeply in-
volved in day-to-day business
activities of these individual
companies.

Cooke: 1 think Vietnam
represents a unique situa-
tion. Vietnam is Vietnam and
there is something special
about that if you're suffering
inflation, there is pain, the
pain experienced by employ-
ees in factories today. But
sometimes we have to build
on short-term pain to gain a
long-term reward.

What should the Govern-
ment do to lower the infla-
tion rate?

Langlois: Inflation s
very different between the
growth in the money supply
and the growth in volume.
If you reduce the growth in
the money then you reduce
inflation. Here the money
comes from abroad and so
there is a hig inflow of mon-
ey from the rest of the world
that is not necessarily con-
trolled through the central
bank of Vietnam. That can
create inflation that is out
of the government control
or out of the central bank
control. I'm sure you have
a pocket of inflation here.
You have inflation in hous-
ing, in construction, but not
necessarily inflation in ba-
sic goods such as clothing
and food. You have a dual
price system that makes
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