
'lHE ECONOJ1 IC CONSEQUENCES OF 'IBE PARTITION INTO 'IWO VIETNAMS 

An excerpt taken by permission from a manuscript 
writ t en by Mr. BuuHoan, A.B., Un iversity of 
Ha shington; M.Sc. (Econ.), London School of 
Economics. 

'.Ihe consequenc es of partition on the economy of South Vietnam were many. 

Some were appare nt and had hu:iediate effects. The influx of refugees for 

i ns t ance, which we shall s tudy in another chapter, added to the problem of 

ur:employment already existing i n urban and rural areas . Another rather ea sil 

disc erni bl e consequence of the per t i ti on was its i mme di e te effect on th e 

mone t a ry situation in the South . Bank deposits in the North, in general 

belonging to French and Vie tna mese industrial a nr} comme rcial firms, were 

transfer r e d almost in to t o to t ho South , t ho r e by swelling tho money supply and 

causing partially th~1 infLti on of 195 5 . 

Howeve r, many othe r cons equenc e s of tho partition did not appear on the 

surface at onco . Intorna tiona 1 _!\id , generous as it was, acted a s o shock 

absorbe r, and conc ea l e d tho ill cf f:; c ts of pa rtition rat he r than cured them. 

But it would f ci il in tho lon;<;-run to ad opt the e c onomy of Vie tnam to tho new 

si t ue: tion if tho pro ;_ l om of s tructure l distort ion wore not fully und e rstood. 

An analysis of o hypo thoticol balance of payments existing, bobve en North 

Vi etnam end Sout h Vi o tnom ove r B lo ng pe riod pr ocoding tho partition would 

r evea l the extent c;:f' t ho distortion . Unfortunate l y , sta tistical do to now 

available d o not ona hl o us to venture into such e nqui r y" ond horo we shall do 

no more than suggest some ·:: l ononts of tho probl em. 

Pr i or to World Vfo r II, South Vi otnom vm s o su rplus aroe. in ric e , ond it 

u se d to 11 cxport11 this corru:iodity to otbo r oree:s of th0.fcnre :r: Indochinese Union, 

i n porUculor to Horth Vietnam. I n r e turn , it r ocoi vod from the North chemic a 1 

products f or its rubbe r processing, coal f o r it s f a ctories, much poper, 

c ement .. gloss , and textiles in tho production of which North Vi e tnom hod o n 
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(1) 

effective monopoly. The invisible items of our hypothetical bol:::nco of 

poymonts we ighe d in fovour of North Vio tmim. As honoi wos tho F e de ral copi tel 

of the Union, oll Administrotion Offices of tbe Govcrnmcnt-Gonoral, and most 

h oo d offices of industrial firms worG loc o t Gd there , '.:l nd so was the Unive rsity. 

Furtb or, as 'lbblo 1 moy show,skillcd bbour (ortiSGns nnd indus t rial workors) 

wns ratl:or conce ntrated in tho North. Hot included in the :::itotistics were 

Northern Victnnmoso trodors, who, bett er thon their compatriots in the South, 

could effecti vs ly compe te wi tr; Chinese tra ders. On tho oth :3 r hand, South 

Vi o tnom had o higher totol income as well as pe r c::ipitn income, duo to her 

ln r go r rece ipts from ric o end ruh ber exports, tho see traffic from the Port of 

Sa igon, and her low density of population. Consequently, her contribution to 

the Fed eral Budge t of t ho Union wos ol-:1o ys tho largest (ycorly overage about 

40%)~ 2 ) end which wcs ofte n used to subsidise oth3r local budgets, porticularly 

that of the North. 

'lb blo I 

Regional distribution of 1-..rtisans in Undivided Vietnam. (1937) 
Principal crofts 

Baske try 
Woodworking 
Textilo 
Embroidery 
Laco }1faking 
Leo thor vmrk and tanning 
Motel vrork 
Silver ond .icwelry 
Pope r making 
Pottery 
Mother-of-Pe ri rl 
Food processing 
Miscellaneous (l:ot, dye) 

Total 

Tonkin 
15,521 

1,426 
56,850 

2,315 
22,833 

1,057 
1,143 

471 
2, 771 

522 
232 

1, 404 
9,525 ----

95 ,670 

J\nnom 
277 

2,783 
2,988 

62 

117 
994 
333 

41 
460 

20 
<127 

4,150 ---
12,652 

Cochinchins 
357 

4,347 
303 

81 

277 
1,554 

843 
97 

145 

193 
10 J 837 

19,034 

Source; Gouvernomcnt Gonera l de l 'Ind ochine , Bulletin Economiquc do' l 'Indo­
chinc , 1938 

(1) So e , for instnnco, U. s. Deportment, Economic fiavelopm .:mt of 
Indochinn, Washington, 1943. 

(2) Seo Paul Bornord, Les .!..!_~?leme s Economiqucs Indochinois, Paris, 
1934. 
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Note: To ovoid confusion, tho form0 r nomos of Tonkin, L .. nnem, Cochinchi no 
desi F;n o ting th e thre e Sbtos of unifi ed Vieb.D m or,_; us ed here. The 
territory und ,~ r tho jurisdiction of t he Republic of Viotnom includes 
t l!c o r :::;as below tho 17th porr.1llel, namely half A.nnnm, ond the whol e 
Cochinof:inn . No stBtistics ore; avn iloblo concerning thG distribution 
of 1£.~bour botw0en two /,nnarns di viddd along the 17th perollol. 

Tublo II 

Rogi om.11 distribution of industria l workers. (1939) 

Mining 
Con l 
Tin 
TunCT.s t 0n 
Zin; (including o zi nc 

smcl tor i n Quonp; Y:m ) 
Gol d 
Phospbe tc 
Manufacturing 
Cement 
Glass 
Chemica l industries 
Paper 
~~o tch 

Mechanico l plants 
Textile (cot t on s pinning ) 
Ric e milling 
Alcohol distill c ri os 
Brcworio s 
Suv,a r r e fineri e s 
Tobacco 

Tonkin 
37 ,000 

2,000 

1,000 

1,500 

4,000 
225 

3 , 000 
(2) 

(3) 
10, 800 

(4) 
(5) 

Annom 

(South) (1) 

200(1Jorth) 
2 ,000 (lfo rth) 

l,300(S outh ) 

2,000 

Cochinchina 

2,000 
1,200 
1,500 

(2) 

(3) 

( 4) 
(5) 

Source: EstiPtr, t o s from Dr. J\.nd r s Geor ge , _\ utonomic Economique, Coopcrotion 
Intornotionolo e t ch::mgomcnts de structur o on Indochi nG, Pa ris 1954, 
pr: gc 50-57. 

Tho ostl.f'lates n re for tho y oor 1939 end include only 
Dre clnssifi ecl a ccording to each indi viduol compnny. 
above is mode by th o prosont ou t b or according to tho 

important firms. The y 
'Ihe r e--c lossi.fication 

loce ti on of t he 
fa ctorios. 
Not os: (1) 

(2) 

(3) 

Gold mines o ro locotod in BcngMicu (South Vi e tnam). The output 
in 1939 wos 173 kilograms. 
Chemi c:)l industries inc l u ded .rm inly the monuf octuro of gos. Two 
important firms, the Sociote In 1ochinoise de Pyrotochnique had 
its factories both in H[\iphong (North) awl in Soigon. 
•·"O c ho nicnl plants include ship r epai r ya r ds, ancl r o ilrood repair 
shops, oncl t ho monuf r: cturing of a numb or of simple mochines, 
incl uding steam cylinders, co rbi n mnchine tools, grinding 
mo chinos. Th oir foctorie s wo r e l oco t ec1 in Hoiphonr: , So igon, ond 
PhnornPenh. Tho totc. l munbe r of workers were about 2,000-2,500 
persons. 

(4) Ric o mi lls we r e loc~tod in Sai gon , Cholon. But the bulk was in 
Chol on. 

(5) Five foctories, belonging t o the 11 Soci~ tc francnise des 
.J istille ri os de l 'Indoch ino, vJe ro in Hanoi, Nam:'linh , Hoi Duong 
( Nor th), Sholon (S ou t h ) ond PhnomPonh . 
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To blG III 

Regional Distribution of Netional Income (in million piastres) for 1931 

Tonkin 

h griculturc 107 
Po dciy--- 72 
Mc ize 5 
R.Jbbo r 
Pepper 
Othe rs 30 
Livestock 25 
For est 12 
Fish0 ry 2 
Ind us try 59 
Mining 14 
Other 20 
Trt::rJo 25 
Hon~ icroft w 
Se rvice s 30 
Total 225 ---
Popu lo ti on (millions) 7.5 

Income por copi to 3·1 

Annam 
89 
40 

3 

46 
13 
8 
6 
22 
1 

6 
15 
10 
15 

163 

5.2 

31 

Cochinchina 

135 
110 

1 
2.5 
1.5 

20 
10 
10 
4 
24 

6 
18 
8 
42 

233 

4 

58 

Un~ivi ded Vi e tnam 

311 

48 
30 
T2 

105 

56 
38 
87 

6TI 

37 

Source: Es ti ·'1c tcs m:)Jo by Paul BornDrr1, in Le Pro bl oms Economique Indochinois, 
Paris 193 ·'.1: , pn go s 14-15. 

Such vms t.ho into rcho n go between North Vietnam on:J South Viotnnm during 

tho prevmr period. Little wn s k~cwn ab out tho economic consoquoncos of this 

relotionship brought a bout by the Joponcso i nvo s ion, tho Al lied Occupation 

(1945-1946), nnci lastly the Colonial, Inte rno tionnl nnrl Civil Wor of 1946-1954. 

It is not eve n possible to 1Je tornine to vrhc t extent the Northern inclustriol 

oquipnents were snboto t;o cl ·0y guerrillos, or dismantle d by withc~r~wing French 

on·1 Vie tnnmeso forcos, on-: thG nur1bor of skillo ~1 workers amow0 tho Horthorn b 

refugees to tho South. Durir~g th ;:; lest t wo ye a rs before partition, 50% of 

cement onr1 20% of tho coal used in South Vi o tnnm wcro importccl from tho North. 

In 1954, foreseeing French wi th clrovml from th e North, Pl.any French firms 

succee>1ec in c1ismontling their plants (Soci o t os Cotonniero de Nam Dinh, 

Filleries d 'lndochine in Haiphong, Brossi&res ct Glaci~rosin Hanoi, Societe 

' ' A 4' Oxy,e;one et cl 'Acotylcno rl 'Extre me Orient in Haiphong). After the porti ti on, 

Americon Ai c1 mo · .. 1e it possible to imp ort fror::. tho outside world wh11t wos 
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necessary for the survival of tho South. Further, tho policy of the Republic 

of Vietnam was to encourogo tho production of co.mr.1oc1itios which ho d be en 

pro·
1
uc(H1 in tho North , in pnrticular textiles, cement, onu s;loss~l) Steps 

wc r o tokcn by th e Govornmont to develop c: numbe r of hi th0rto uncxploi b :.d 

noturol res ou rces such os the Nonr Son co !:.1 1 -Jeposits, the wDtcr p owor of tho 

hit::hlonds (tho Tunhin project), th e phosphc:te depos it of tho Porocel and 

( 2 ) 
Spratley Islan ·1 s. Tho loss of lonc1 is not so serious for the economy of tho 

Republic of tho S ou th, bocouse the distri ':mtion of l on<l used between North and 

South wei Gh S in f '.:1 vour of t ho South. The ·South rocoivo (; 2.8 million h e ctares 

out of t ho tot.'.11 nwnbor of 4 . 3 million hcctriros of p:-ic1dy fiel r:s . Tho loss of 

mnrket is more noti.coo bl e . 'Ih e voluI!lG of monufocturo 1 pro4ucts, including 

consur.iors' goods of ITu)ny firms hn' to f'.Jll bscousc of the loss of the mcrket 

in the North. Lowovor , with tho s tJpport of Internotionnl Aic1 , partition moy 

not be so c: otrimentol os was expected , porticulo.rly if tho Government would 

pursue a policy with th0 inme clioto oim of a ·'. justing Vietnom 1 s economy as 

complete ly os possible t o tho l oss of the pre- pertition morkets, onc'l sources 

of supply. But from tho long-run point of view, ·when wo bring into focus the 

dynamic problem of gro·wth , pa rti ti on seems to bo n serious blow to tho nornal 

functioning of the two holvos of tho economy . The googrophical and geological 

featur e s cf the Victnomcso pcninsulD o r e such thot it forms on economically 

into g,r ::i ted unit, with tho South more endowed for ogricul tural production, end 

the North more o~cpted f or in~ustriol output. In point of fact, the faith 

in the inc1ustrio 1 p otentia li tics of Vietncrn ( 11 10 vo~ntion in:~us tri ol le du 

Vietnam11
, Els French economists put it) ( 3 ) was base'. l argely on the 

(1) Ropubl ique du Vietno.w. Banque No ti onn l e du Vi otr..am . Rapport Annuol . 
Excrcic e 1955. Saigon 1956. p 1 4 . 

(2) See United Notions - Economi c ond Social Council. Full Employment 
nn:1 the Bnlan~e of Poy~~nts Polici es, Oct. 26, 1956. p 18. 

(3) In;Jochino , Sorvico dos Etu,! es Ec onom:i.quos, Le dovoloppomont 
Economiquo do l 'In,io chino, Plon DccennC1 l, Saigon 1946. 
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complementory noture of both North onc'! South. lf '~ovolopmont of North ond 

South is to be corriotl on scporntcly, as it is likel y to b e , ther e is somo 

cloni;0r of c:uplicotion of facilities in tho two halv::: s onJ henc e of oxcoss 

copocity whon Ncrth Vi e tnom is liborotG -1 • 'Ihorc is olso th o ilo n[~O r of i mp rope r 

l ocobons of sOMG focili.tios fr om th0 viewpoint of o unifio ~1 Viotnom. 'Ihe 

economic cost of po rti tion sh c·ul :1 however be woighe~1 C8refully ago inst tho 

pcliticol prico of union, which will be the ossir;nment of th0 poli ti col onolyst . 

For our economic ro8s oninr, , tho problem is r c l n tiv:sly si::tplc. We will assume 

that tho impermanent dividing line will ro.:nc in with us f or o l ong time t o come, 

ond sha ll hold this cs sUii1ption till the en-! of this book, - or maybe longer. 
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