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Gerrymandering—Vietnamese Style: Escaping
the Partial Reform Equilibrium in a
Nondemocratic Regime

Edmund Malesky University of California-San Diego

Hellman’s (1998) depiction of the Partial Reform Equilibrium (PRE) presented a prophecy of despair for many
transition economies. Because winners from initial economic reforms could use their newfound power to block
further reform initiatives that might undermine their lucrative positions, escaping the PRE trap required the
simultaneous resolution of two conundrums. Policymakers interested in furthering transition needed to both
overcome opposition from the concentrated group of early winners and unite a disparate group of potential
beneficiaries from future reforms into an alternative coalition. In this article, I rigorously test the theory that
Vietnamese reformers managed to solve both dilemmas and to escape their unique partial reform trap through the
targeted creation of new provinces in 1996. The tactic provided reformers with a majority of votes in the Central
Committee, allowing them to push through a series of economic initiatives directly at odds with the State Owned
Enterprise Sector, Vietnam’s early winners.

I
n a seminal article, Hellman (1998) argued that
the most serious political obstacles to economic
reform come not from the short-term losers, but

from the short-term winners. Groups that gain from
early reforms, be they privatization insiders, state-
owned enterprise (SOE) managers, natural resource
exploiters, or oligarchs, have a stake in maintaining a
Partial Reform Equilibrium (PRE), where future re-
form progress that damages their previous gains are
blocked (Murphy, Shleifer, and Vishny 1992). The
archetype for PRE was Russia, where rapid privatiza-
tion empowered a small group of former SOE man-
agers and connected entrepreneurs, who then sought
to block the creation of regulatory institutions and
competition policy that threatened their lucrative
positions (Frye 2007; Hellman 1998). The theory,
however, was meant to apply to reform sequencing
generally, implying that whatever policy choices a state
makes to initiate a reform program create entrenched
interests with an incentive to resist future policies
(Frye 2007).

PRE helped explain two puzzles in the transition
literature. First, it helped analysts understand why many
countries accelerated reforms early in the transition
process, but stagnated over the course of the 1990s.
Secondly, it demonstrated that political systems more

inclusive of losers, such as parliamentary systems,
were able to adopt and sustain more comprehensive
economic reforms than states insulated from popular
pressures, such as single-party states and strong
presidential systems (Slantchev 2005). Authoritarian
systems were more likely to remain stuck at low levels
of reform, because their leaderships were easily cap-
tured. Early ‘‘winners’’ only needed to concentrate
their lobbying on a single focal point (Hellman, Jones,
and Kaufman 2000; Hoff 2000).

Regime type, however, is only an indicator of
whether the PRE is likely to be present; it is not a
solution. Hellman did not explain how states escape
the trap once in it, leaving a prophecy of despair for a
wide swathe of countries. For using the same logic, if
economic reform predates democratic reform, polit-
ical change will be extraordinarily difficult if not
impossible (Pei 2006). Entrenched winners have do-
mestic political power and should be just as likely to
block threatening political reform as new economic
policies. The World Bank (2002) attempted some
guidance for captured regimes including: mobilizing
the electorate for reform, empowering excluded
enterprises, ensuring free media, and increasing trans-
parency. These suggestions, however, fail to acknowl-
edge the underlying logic of Hellman’s theory. Unless
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the entrenched winners are severely myopic, they will
never allow such efforts to see the light of day. Win-
ners should immediately calculate that political re-
forms will hurt their long-term prospects and put
pressure on their political benefactors to stop them.
Thus, breaking out of a low-level, PRE trap requires
that reformers solve two simultaneous political di-
lemmas. They must overcome opposition from the
powerful and concentrated group of early winners,
and they must unite a highly disparate group of
potential beneficiaries from future reforms into an
alternative coalition (Mitra and Selowsky 2000). Be-
cause of the difficulty of these two tasks, escape from
the PRE is very rare, particularly in nondemocratic
regimes. In fact, the major finding of the transition
literature in recent years is quite depressing. Most
transition states have been unable to escape the tra-
jectory set in place for them by their historical legacy
(De Melo et al. 1997) and the political institutions
engendered by that legacy (Horowitz 2004; Kitschelt
2003; Kopstein and Reilly 2000). As a result, analysts
should pay careful attention to success stories of
escape in authoritarian contexts, as they impart im-
portant theoretical lessons for other trapped coun-
tries. Vietnam is just such a case.

Members of the reform camp of the Vietnamese
leadership faced a classic case of the PRE in the
midnineties. Early economic reforms initiated in the
late 1970s granted SOEs a dominant market position.
They now possessed virtual monopsony purchasing
power over primary products, unprecedented profits,
and dominant access to the export market (Fforde
2004, 2007a; Riedel and Turley 1999, 33). Just as the
logic of the PRE would predict, SOEs used their
newfound power to prevail in Hanoi and threatened
to succeed at subsequent Party Congresses and ple-
nums of the Central Committee (CCOM) of the
Vietnamese Communist Party (VCP), blocking any
reform that would hurt their dominant market po-
sition (Riedel and Turley 1999, 34; Vasavakul 1997,
89–90). Attempts by reform-minded delegates in the
CCOM to push new reform policies forward were met
with consistent and widely publicized failure (Abuza
1998; Fforde 2007b, 1; Kolko 1997, 143; Vasavakul
1997, 103).

Looking back in 2008, Vietnam presents a stark
puzzle to analysts of economic transition. There have
been no fundamental changes in the country’s polit-
ical institutions, the VCP is still the sole political
party and ultimate authority, and SOEs continue to
account for about 40% of national GDP (GSO 2005),
36% of national revenue (GSO 2005), and 10% of the
labor force (MOLISA 2005)—the exact same amount

they accounted for at their peak in 1994. And yet
since 2000, Vietnam has been pushing a rapid eco-
nomic reform agenda, where nearly every policy
change has been directly at odds with the interests
of SOEs, including: the privatization of nearly 3,000
enterprises (Xinhua 2006); the Enterprise Law, which
significantly eased the entry of private firms into the
market, leading to 200,000 registered private entities
by 2007 (many competing directly against SOEs); a
stock market that provided an outlet for the sale of
privatized SOEs; and the 2001 Bilateral Trade Agree-
ment with the United States, which guaranteed
national treatment for American firms investing in
Vietnam and paved the way for entry into the World
Trade Organization (WTO). The changes have helped
propel Vietnam to a 7.5% average annual GDP
growth between 2001 and 2005, the second fastest
in the world behind only China (Economist 2006).
Awestruck authors have glowingly referred to the
country as the ‘‘The Transition Tiger’’ (Van Arkadie
and Mallon 2003), ‘‘Socialist Star’’ (Pritchett 2003),
and even ‘‘The Good Pupil’’ because of the country’s
adherence to the Economist’s favored open-market
prescriptions (Economist 2004).

In this paper, I provide and test one argument for
how Vietnam managed to escape its partial reform
trap. That is, I study the political process by which
those favoring economic reform defeated the en-
trenched SOE sector and pushed through a package
of policies contrary to state-sector interests. Why
these reformers favored further liberalization is be-
yond the scope of this article. A wide range of
international and domestic factors played roles, in-
cluding economic competition with China, providing
jobs for the 1.4 million annual new entrants to the
labor force, the growing influence of FDI, the re-
cession caused by the Asian Financial Crisis, and the
individual characteristics of the reformers themselves.
The relative importance of each of these factors can-
not be adequately ascertained in an article on a single
country. While other countries may have faced these
same underlying determinants, the specific political
process by which the PRE was overcome is contin-
gent on their constellations of domestic political
institutions. In this piece, I take as my starting point
that Vietnamese reformers were interested in moving
beyond early economic policies. Given the strong
entrenched interests opposing their initiatives, how
did reformers increase their voting power in the
CCOM and gain a majority of votes at the 2001
Party Congress?

Although Vietnamese reformers engaged in myr-
iad political tactics designed to bolster their agenda,
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I narrow my analytic lens on arguably their most
successful—a Vietnamese version of gerrymandering.
While gerrymandering typically connotes a ruling
group’s tactic for preserving the status quo, strategic
use of the tactic in Vietnam actually allowed chal-
lengers to overturn it.1 Specifically, Vietnamese re-
formers carefully divided provinces dominated by
SOEs (in terms of output and revenue) to create pairs
of new provinces; one still dominated by the state
sector (SOE-Dominant Provinces), but the other
where the majority revenue earners were members
of a disparate group of economic entities, who all
stood to benefit from reforms that undermined SOE
power (Nonstate Provinces). Known collectively as
the nonstate sector, these entities included household
enterprises, formal private firms, and foreign com-
panies. Beginning with the Seventh Party Congress in
1991, provincial representatives received full-fledged
membership on the CCOM (Elliot1992; Riedel and
Turley 1999, 19). Because the Nonstate Provinces
were less dependent on SOE revenue, they were more
willing to vote for progress on economic reforms. Thus,
splitting provinces accomplished the two necessary
tasks of escape from PRE—it created a coalition of
potential winners from future reforms and, in 2001,
yielded reformers a majority of votes in the CCOM.

The argument is divided into five parts. First, I
look at the creation of subnational units in compa-
rative context. Second, I study the chronology or
economic reforms in Vietnam and the key coalitions
of political actors that crystallized after the initiation
of early policies. Third, I explain how the creation of
new provinces worked in Vietnam and provide
circumstantial evidence for a theory of gerrymander-
ing to create a majority of reform voters in the
CCOM. Fourth, I use a linear probability model to
test this theory along with alternative hypotheses
from Vietnam and the broader political science
literature, showing that SOE-Dominant Provinces
were specifically targeted for separation in 1996,
immediately after the reformers’ famous defeat at
the 8th Party Congress. Finally, I explore three ob-
servable implications of my gerrymandering theory.

I demonstrate that (1) Nonstate Provinces were
positively inclined toward private firms in their
local policies; (2) Nonstate Provinces were more
likely to choose CCOM delegates with reformist
affiliations; and (3) Side payments were made to
individual central conservatives in order to win their
acquiescence.

Subnational Divisions in
Comparative Context

Since 1990, Vietnam has created 24 new provinces for
a total of 64. In that time frame, no country has created
more.2 Vietnam now has nearly twice as many pro-
vinces as India (35) and China (28), countries with
over 10 times the Vietnamese population. Most work
on the creation of new geographic units in other
developing countries has focused on the process of
constructing new units to accommodate the repre-
sentational demands of ethnic-minorities, a process
referred to as ethno-federalism (Hale 2004).3 But ethno-
federalism is of limited utility in explaining provincial
splitting in Vietnam’s relatively homogenous popu-
lation. The population is 86% ethnic Vietnamese
(kinh); and in 83% of the newly constituted Viet-
namese provinces, minorities represent less than half
the population.

The proliferation of provinces in Vietnam also
contradicts the pattern of other transition states,
which have favored the consolidation of subnational
units in the course of economic reform. In 1998, the
Sejm approved legislation transforming Poland’s 49
provinces into 16 larger units (Law 2005). Kazakhstan
merged six provinces into three to reduce its total
number to 17 in 1997 (Law 2005). And Gennady
Seleznev, the speaker of the Russian Duma, has voiced
a desire to reduce the number of federal subjects from
89 to 40 (Reut et al. 2003). According to Meligrana
(2005), mergers make much more sense for develop-
ing countries due to international pressure. Globally,
local governments have been enlarged in scope and
reduced in number (Meligrana 2005, 1). As a contra-
diction to this trend, Vietnam’s provincial splitting
warrants serious investigation.

1My use does conform to Bernard Groffman’s (1985) definition
in his Congressional Testimony: ‘‘Fragmenting or submerging
the voting strength of a group to create districts in which that
group will constitute a near certain minority.’’ Nevertheless, it
lacks the common implication of an incumbent using their
power of redistricting in defense of the status quo and drops
the more controversial affiliation of gerrymandering with the
institutionalization of discrimination by party identity or race
(Dyckman 2003; Marelius 2005).

2Although, Uganda (22), Burkina Faso (15), and Nigeria (11)
have also been active creators of first-tier units.

3See for example: Dent (1995) on Nigeria, Mawdlsey (2002) on
India, Barron, Kaiser, and Pradhan (2003) and Klinken (2004) on
Indonesia, and Leff (1999) and Roeder (1991) on the USSR.
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Partial Reform in Vietnam

By the early 1990s, Vietnam found itself in a classic
case of the PRE. The sequencing of reforms initially
favored SOEs, who subsequently used their newfound
economic and political power to block further reform
policies (such as privatization and further trade
reform) that might undermine their early gains. In
this section, I lay out the chronology of events that
led to the partial reform trap and detail the elite
political alliances that emerged in the CCOM as a
result of it. The discussion provides context for the
gerrymandering tactic employed by reformers in later
years.

The Sequencing of Economic
Reform in Vietnam

In the decade leading up to the Ðô
,
i Mó,i (renovation)

reforms in 1986, SOE managers felt pinched by
restrictive state control over their operations and
investment decisions. They argued for more opera-
tional autonomy and emerged as strong advocates for
economic liberalization in national policy debates
(Fforde 1993, 2007a; Stern 1989, 7). The most critical
early reform for SOEs was a 1979 decision to enact
the ‘‘Three Plan System.’’ Under Plan 1, SOEs re-
ceived subsidized inputs but were obligated to sell a
set amount of product to central authorities. Plan 2
permitted SOEs to produce beyond the quotas of
Plan 1 and buy additional inputs if necessary. Plan 3
allowed SOEs to sell surplus product at market prices
(Riedel 1995). Further reforms at the Eighth Plenum
of the CCOM in 1985 expanded the ability of SOEs to
charge market prices and retain profits (Stern 1989, 8).
The incentive structure of the three plans provided
an immediate boost to state-led industrial activity in
the 1980s, but also had severe macro-economic con-
sequences (Riedel 1995). The subsidies created large
public deficits and consequently rapid expansion of
the money supply. A surge in inflation followed that
was exacerbated by rising prices for Plan 3 products
(Le1992, 100). Despite the economic crisis, SOEs were
reluctant to give up either their subsidized inputs or
market pricing ability (Riedel 1995).

The Ðô
,
i Mó,i reforms at the Sixth Party Congress

in 1986 reacted to the ensuing crisis and formalized
Vietnam’s shift toward a market economy, but no-
ticeably did not touch the SOE-dominated industrial
sector, which in 1987 was actually provided with
greater autonomy over pricing decisions and a wider
range of products that could be sold at market prices

(Stern 1989, 20). Ðô
,
i Mó,i concentrated primarily on

the liberalization of agricultural production. Another
partial reform in 1987 further enhanced the eco-
nomic power of SOEs. Trade was liberalized, but was
rooted primarily through about two dozen SOEs
under the Ministry of Trade known as Foreign Trade
Organizations (Schmidt 2004). In addition, some select
SOEs were given the right to apply for individual
import/export licenses (Fforde 2004, 2007a).

Consequently, after the initial series of reform
policies, SOEs found themselves in an increasingly
dominant position. Subsidized access to credit, land,
and key inputs, along with liberalized sales prices,
provided SOEs with unprecedented profits. At the
same time, their privileged position with regard to
trade granted them monopsony purchasing power
over agricultural products and raw materials, which
they could sell for larger profits on international
markets (Doanh 1992, 119). Future reforms required
for Vietnam to make the leap to a true market eco-
nomy, such as greater openness to trade and a fairer
playing field for the nascent private sector, threatened
these privileges and convinced SOE managers, pro-
vincial leaders dependent on SOE output, and minis-
tries that controlled large centrally managed enterprises
(i.e., Construction, Energy, and Transportation) to
shift their political strategy by aligning themselves
with the more conservative elements of the party that
opposed privatization and reducing state-sector sub-
sidies for ideological reasons (Vasavakul 1997, 104–108).
As SOEs shifted their political alliances against re-
form, their economic power bolstered the conserva-
tive forces. Consequently, ‘‘The party’s survival and
identity needs thus merged with state-sector interests
in an SOE-focused development strategy’’ (Riedel and
Turley 1999, 34).

The SOE-conservative coalition was opposed by a
smaller group of modernizers led by Prime Minister
Vo Van Kiet, his successor Phan Van Khai, and
Foreign Minister Nguyen Co Thach; who, drawing on
the Chinese experience, began to argue for deeper
economic reforms, including relaxing protections
afforded SOEs and liberalization of trade to a wider
group of actors and lower tariffs, in order to prevent
Vietnam from lagging behind other developing coun-
tries. These initiatives were a direct threat to SOE
privileges and to those who drew their livelihood
from the state sector. Kiet and his allies increasingly
found themselves on the losing end of CCOM de-
bates. An attempt by reform-minded delegates to re-
move indirect subsidies to SOEs and put them on the
same legal footing with the private and foreign
sectors failed at the Eighth Party Congress in 1996.
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Instead, the Congress issued a report arguing that
state share of the economy should increase (Abuza 1998;
Kolko 1997, 143; Vasavakul 1997, 103). The report
was interpreted widely as a loss to the Vietnamese
reformers and Kiet in particular (Fforde 2007, 1; Kolko
1997, 144).

In sum, after 1986, the main issue in the
Vietnamese CCOM was support for or against
economic policies that might harm SOEs along with
their ‘‘owner managers’’ at the central and provincial
levels, the dominant force in the economy due to the
sequencing of early reforms (Fforde 2004; Vasavakul
1997, 89). The voting cleavage at subsequent Party
Congresses, therefore, was sectoral, based on relative
dependence on the state sector (Vasavakul 1997, 85).
The debate broke into the open when Kiet circulated
a memo to the Politburo calling for thorough reform
of the state sector (Riedel and Turley 1999, 36-38;
Vasavakul 1997, 101–104). Work by Vuving (2005)
and Vasavakul (1997) has shown that modernizers
versus conservatives, led by General Secretaries Do
Muoi (1991–97) and Le Kha Phieu (1997–2001) con-
tinued to be the dominant debate, with alternative
disagreements such as philosophical discussions of the
meaning of Vietnamese socialist orientation (Riedel
and Turley 1999; Vasavakul 1997) and anti-imperial-
ism (Viet Luan 1996) collapsing onto this dimension
(Tonneson 2000). Even national security and the
military’s role in government were part of this debate,
as nearly 12% of the standing army was employed
full-time in over 100 military-owned commercial
enterprises (Thayer 2004).

Political Coalitions in the
Vietnamese Central Committee

China watchers may be surprised at the emphasis on
provincial membership and gerrymandering in the
CCOM, as the institution has been downplayed in
recent Chinese scholarship (Shih 2007; Yang 1996).
Like China, Vietnam has a standing committee of the
CCOM, known as the Politburo, composed histor-
ically of 15 to 19 elite VCP members. Why would
voting blocs in the CCOM matter if the Politburo
could run roughshod over any decisions they make?
In contrast to China, however, the CCOM in Viet-
nam has proven itself to be quite an important in-
stitution, leading to a great deal of scholarship on its
composition and the importance of elections within
it (Abuza 2002; Brown 1996; Sidel 1996; Thayer 1998;

Vasavakul 1997).4 The Resolution of the Party Na-
tional Congress in Vietnam, prepared two years
preceding the Congress by the drafting bodies of
the CCOM, creates the framework for subsequent
government legislation (Vu 2002; McCarty 2002;
Dang and Beresford 1998; Soloman and Ket 2004).
The CCOM does not often immerse itself in the
nitty-gritty details of future legal documents, but its
broad guidelines frame the playing field in which the
legislation takes place. Subsequent legal documents
almost always contain a preamble that carefully places
them within the context of the most recent CCOM
guidelines. In a recent letter to the VCP, Kiet high-
lighted the political importance of the Central
Committee by describing its relationship with the
Politburo as one of a legislature (CCOM) and an
executive that implements the CCOM’s decisions
(the Politburo), emphasizing that the Politburo does
not rank above (câ

9
p trên) the CCOM (Vu 2002, 5; Vo

2006).5 This is not just empty rhetoric. In 1995, Kiet
used his powers over the administration to merge
ministries, designating conservative bureaucracies as
junior partners in super ministries under the control
of reformist allies (Kolko 1997, 134; Phong and
Beresford 1998, 39). The move cost the conservatives
some cabinet seats and therefore votes in the CCOM.
This shift is reflected in the decline of conservative
cabinet seats from 13.7% to 8% in Table 1. The
ministerial consolidation highlights the fact that re-
formers were willing to use administrative changes to
increase their political advantage.

As Shirk (1994) described in China, top leaders in
Vietnam are chosen by a ‘‘selectorate’’ composed of
the CCOM and Party elders, but leadership status
is constrained by ‘‘reciprocal accountability’’ to the
selectorate from whose ranks the Politburo is chosen.
While Shirk’s account has been criticized (Yang 1996),
the evidence suggests that the Vietnamese CCOM is
capable of wielding enormous power when this trade-
off is not realized. In April 2001, on the eve of the
CCOM’s last plenum before the Ninth Party Con-
gress, the Politburo voted to recommend Le Kha

4In fact, the enhanced representativeness and power of the Viet-
namese CCOM was noted with some jealously recently by a large
number of Chinese newspapers (Yan 2006; Zhou 2006). In
Vietnam, national policy is set at the CCOM Plenums that take
place three to four times per year (contrasted with China’s annual
plenums). The differences between the role of the CCOM in
Vietnam and China help explain why gerrymandering was a
useful tactic for reformers in Vietnam, but has not been
employed in China.

5This is also evident in Article 9.2 of the Statutes of the
Vietnamese Communist Party: ‘‘In between two Congresses, the
leading organ of the party is the Party Central Committee.’’
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Phieu’s reappointment as General Secretary of the
Communist Party (Thayer 2002. The CCOM over-
turned this recommendation in a direct vote; instead
selecting the President of the National Assembly (NA),
Nong Duc Manh (Abuza 2001, 2002). Consequently,
it is clear in Vietnam that policy outcomes must
reflect the bargaining strength of particular blocs on
the CCOM.

Due to the high level of secrecy surrounding the
VCP, identifying voting blocs is not an easy task. It is
impossible to know how members of the CCOM actually
voted. Fortunately, however, we do know the position
of each of the 160-odd delegates in the Vietnamese
government apparatus and, assuming that bureaucrats
‘‘stand where they sit’’ (Ross Schneider 1993; Searing
1994), we can tentatively extrapolate their votes based
on their bureaucratic interests. Such a mapping of the
sectoral interests of CCOM members was pioneered
by Thayer (1988, 1997) and updated by Vasavakul
(1997). Table 1 groups the CCOM into two different
coalitions. The conservative coalition is comprised of
five groups: (1) members with only a VCP position
and no corresponding position in government; (2)

members who hold positions in government minis-
tries that directly manage SOEs such as the Ministries
of Construction and Transportation; (3) representa-
tives of the military; (4) representatives of provinces
with over half of their output produced by SOEs; and
(5) managers of large SOEs. An alternative coalition
is comprised of government officials who derive no
material benefit from SOEs, such as the Prime
Minister’s Office, NA, and provinces with the ma-
jority of the output produced by household, private,
or foreign (nonstate) companies.

Through 1996, the conservative coalition held a
strong advantage over reformers, but this advantage
was completely eradicated by the time of the 2001
Party Congress that rejected Phieu. According to
Abuza (2002), Phieu’s overall poor performance, lack
of attention to reforms, and protection of the state
sector were key reasons for the negative vote, where
Phieu could not even garner a simple majority of
delegates. As Abuza, put it, ‘‘With 31% of the CCOM
comprised of provincial leaders who were steadfastly
against Phieu, it was easy to get an additional 20% of
the remaining members to vote against the General
Secretary. . . . Once quiescent and following the
center’s line, provincial leaders are now far more
assertive and willing to advocate on behalf of their
constituency’’ (2002, 132).

While a fascinating description of the provincial-
central politics, Abuza’s analysis remains incomplete
in two critical ways. First, the creation of new
provinces that led to the reformist vote in the CCOM
is not explored at all. Abuza assumes that the series of
NA resolutions to create new provinces and the VCP
decision to give them the vote were completely exo-
genous to the eventual outcome in 2001. As officials
who would be affected by CCOM elections had to
authorize the separations, this seems unlikely. Second,
Abuza assumes that the provinces were united in a
single voting bloc. This is also a cavalier assumption
(Shanks et al. 2004, 20) and one directly disputed by
Riedel and Turley (1999, 34).

While CCOM debates are not open to the public,
discussions in the Vietnamese National Assembly
(NA) are, and we can directly observe the statements
of provincial delegates. SOE-dominated and Nonstate
Provinces were unlikely to vote together on economic
reform policies, even if they were both from the same
region. Take these excerpts from a debate over state
sector reform. On one side of the debate were those
favoring a balanced legal regime for all business types.
As Ngo Dinh Loan of Bac Ninh (created in the 1996)
put it, ‘‘On the one hand, the government keeps say-
ing it wants to promote non-state economic players,

TABLE 1 Voting Blocs in Vietnamese Central
Committee (% of Seats)

Voting Blocs

Party Congress

1991 1996 2001 2006

Position only in Vietnam
Communist Party

16.44 10.12 10.9 16.57

Government Ministry
Benefiting from SOE†

13.7 7.74 7.69 2.21

Military Position 10.96 12.5 11.54 14.92
SOE-Dominant Province‡ 15.07 20.24 12.82 12.71
Manager of SOE 1.37 3.57 2.56 1.66
Conservative-SOE

Coalition
57.5 54.2 45.5 48.1

Government Ministry Not
Benefitting from SOE

21.92 30.95 30.77 18.78

Non-State Dominated
Province*

20.55 14.88 23.72 33.15

Reformers Coalition 42.5 45.8 54.5 51.9
Total # of Central

Committee Delegates
146 169 156 160

Ho Chi Minh City treated as an SOE-Dominated province in
1991 and 1996, because its SOE percentage was 68.24% and 53%
respectively, despite the fact some analysts consider it to be at the
forefront of reform.
†Government Ministry with management responsibility over
SOEs or derives material benefits from SOES (i.e. Ministry of
Construction or Ministry of Transportation).
‡State-Owned Enterprise (SOE) sector produces over 50% of in-
dustrial output.
*Non-State Sector produces over 50% of industrials output.
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but on the other hand it continues to provide credit
assistance and administrative and tax favors to large
and loss-making state companies’’ (VIR 1999). Del-
egate Nguyen Duc Kien of Hung Yen (also created in
1996) concurred, ‘‘The administrative and policy
systems still contains discrimination against the non-
state economic sector, so society has not been really
convinced to invest in the economy as much as it
actually could.’’ SOE-Dominant Provinces such as
Nghe An and Nam Dinh, by contrast, claimed that
nonstate investors were damaging local economies
through ‘‘sneaky’’ activities and demanded govern-
ment protection for SOEs. One delegate from Nam
Dinh argued, ‘‘Under present government policy,
local enterprises are finding it very hard to stay
afloat. . . . 167 local state enterprises are floundering’’
(VIR 2000, 1997).

Recognizing the SOE/Nonstate divide among
provinces in the CCOM gives us a clue to the factors
motivating provincial separations. Looking back in
Table 1, we see that the critical factor in handing
control of the CCOM over to reformers was the
dramatic increase in the number of Nonstate Prov-
inces between 1996 and 2001, and the corresponding
loss in SOE-dominated seats.

Gerrymandering to Create
Nonstate Provinces

It is important to note that the 1996 separations that
led to the defeat of Phieu were not the only set of
divisions. As Table 2 shows, Vietnam has actually
created 24 new provinces since 1990 with five sets of
successive divisions, a 40% increase in the number of
subnational units. The mechanism and willingness to
create new subnational units was evident since 1990.
Little has been written about any of the separations.
The NA resolutions (ngh.i quyê

9
t) which legalized all

five sets of divisions are notably sparse, simply
delineating the exact borders of new provinces.6

Some work has assumed that the early divisions
were part of the on-going Public Administration
Reform (PAR) process (Vasavakul 2002, 25), but
there is no direct mention in any of the major PAR
legislation of provincial separation at all.7 In fact,

PAR documents emphasize the streamlining of
government institutions through consolidation and
shedding of labor—not the creation of new units.
Vietnamese officials, however, have publicly justified
the decisions based on governing capacity and effi-
ciency, claiming that provinces need to be smaller in
order to empower local citizens through decentral-
ization. Nguyen Huu Tri of the Organization and
Personnel Affairs Board, explained the 1997 divisions
this way, ‘‘ . . . the ‘big provinces and big districts’
model, which used to be suitable to the central
planning economy was not meaningful any more’’
(VIR 1996). While many of the largest provinces in
terms of population and surface area have been split
overtime, there are too many anomalies to see
efficiency as the complete story. For instance, Thanh
Hoa, the second largest, nonmunicipal province in
1988 and most populous province today with three
times the Vietnamese median provincial population,
has thus far managed to avoid the chopping bloc.
By contrast, the newly created Hung Yen has a surface
area of only 985 km2—14 provinces exist with over
nine times that amount. Nguyen Dang Son, a noted
urban planner, discussing the separations in a recent
interview, disputed the efficiency argument force-
fully, describing the provincial separations as ‘‘waste-
ful, cumbersome, and reversing the general trend
of modernization’’ (Pham 2007, Vietnamnet). It is
therefore important to keep in mind that efficiency
may simply be a convenient justification for a decision
to separate that was made for reasons of political
expediency.

Beresford (2003, 74) offers a bottom-up theory
that significant jealousy existed within many prov-
inces due to preferential resource allocation across
districts; implying these feeling motivated provincial
separations during the 1990s. There is anecdotal
evidence that intraprovincial tensions played a role
in some instances, but there is little systematic
evidence across cases. On the other hand, there are
countervailing anecdotes that provinces did not
request them. A recent report by the legal committee
of the NA, discussing separations, highlighted the fact
that local officials were often surprised by the de-
cision to separate their provinces and unhappy with
the specific terms of the division. Nghiem Vu Khai, a
member of the committee from Ha Giang, joked that
separation, ‘‘was like a huge clap of thunder (xoe.t)
from above’’ (Lan Anh 2003). Moreover, the Prime
Minister’s directives on separation in 1996 (Chi

,
Thi`/

857-TTg) specifically warn against allowing tu, tu,o,, ng
ba

,
n vi. (regionalism) to play a role in the distribution

of administrative positions (Article 3C). Local leaders

6To access the official resolutions on provincial creations, go to
http://www.vietlaw.gov.vn/LAWNET/index.html.

7All Party and Government documents discussing PAR are avail-
able at http://www.caicachhanhchinh.gov.vn/Vietnam/Documents/
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TABLE 2 Creation of New Provinces and Provincial-Level Cities

Separated and New Provinces Un-Separated Provinces

Original Province Year Split
SOE Share at
Time of Split

New Province 1
(SOE Share I Year

After Split)

New Province 2
(SOE Share I Year

After Split)

New Province 3
(SOE Share I Year

After Split)
Number of
Provinces

Original
Province

Average
SOE-Share

(1990–2004)

Nghia Binh 1990 43% Quang Ngai (42%) Binh Dinh (36%) 1988 5 40 BRVT 32.88%
Phu Khanh 1990 63% Khanh Hoa (68%) Phu Yen (14%) Tay Ninh 22.24%
Binh Tri Thien 1990 47% Thua-Thien Hue (63%) Quang Tri (34%) Quang Binh (32%) Long An 29.89%
Nghe Tinh 1991 51% Nghe An (53%) Ha Tinh (31%) 1991a 5 44* Dong Nai 41.83%
Hoang Lien Son 1991 75% Lai Cai (75%) Yen Bai (74%) Tien Ginag 28.79%
Ha Tuyen 1991 69% Tuyen Quang (70%) Ha Giang (43%) Thai Binh 31.91%
Ha Son Binh 1991 35% Hoa Binh (58%) Ha Tay (36%) Lam Dong 39.09%
Gia Lai - Kon Tum 1991 39% Gia Lai (31%) Kon Tum (31%) Hai Phong 52.78%
Ha Nam Ninh 1991 52% Nam Ha (54%) Ninh Binh (47%) 1991b 5 49 Dong Thap 31.04%
Thuan Hai 1991 26% Ninh Thuan (36%) Binh Thuan (22%) Thanh Hoa 36.77%
Cuu Long 1991 42% Vinh Long (47%) Tra Vinh (34%) An Giang 36.78%
Hau Ginag 1991 39% Can Tho (43%) Soc Trang (29%) HCMC 52.42%
Song Be 1996 12% Binh Phuoc (14%) Binh Duong (12%) 1996 5 53 Ben Tre 41.09%
Vinh Phu 1996 69% Phu Tho (74%) Vinh Phuc (15%) Ha Noi 58.96%
Hai Hung 1996 69% Hai Duong (77%) Hung Yen (24%) Kien Giang 58.97%
Ha Bac 1996 67% Bac Giang (78%) Bac Ninh (48%) Son La 65.88%
Nam Ha 1996 54% Nam Dinh (63%) Ha Nam (27%) Quang Ninh 84.42%
Quang Nam-Da Nang 1996 50% Da Nang (58%)** Quang Nam (22%) Lang Son 51.79%
Minh Hai 1996 75% Ca Mau (79%) Bac Lieu (49%)
Bac Thai 1996 75% Thai Nguyen (79%) Bac Can (25%)
Lai Chau 2003 16% Dien Bien Phu (52%) Lai Chau (16%) 2004 5 64
Can Tho 2003 53% Can Tho (52%)** Hau Giang (36.04%)
Dak Lak 2003 36% Dac Lac (36%) Dac Nong (16%)

Information on Provincial separation comes from Vietnam News Agency and Government Office. Chinh Phu Viet Nam [The Vietnamese Government] 1945–2003: Tu Lieu [Facts and
Figures]. (Hanoi: Vietnam New Agency Publishing House, 2004), p. 241, 251, 275, and 457. SOE Share is State Owned Enterprise Output as a Percentage of Total Industrial Output (General
Statistical Office, Multiple Years)
*This set of splits also transferred districts from Dong Nai to the existing province of Ba Ria-Vung Tau, and districts from Hanoi to the existing provinces of Vinh Phu and Ha Tay. These
changes did not create new first tier sub-national units.
**Provincial capital promoted to provincial level city. Presently, there are five including: Ho Chi Minh City, Ha Noi, Hai Phong, Da Nang, and Can Tho.
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were to be allocated based on the needs of the
provinces, not the homelands of the officials. While
bottom-up demands certainly existed, the decision of
which provinces to target and when to implement the
divisions was ultimately a central-level decision. The
government of Vietnam has not divided provinces in
the same lightning quick manner in which earlier
socialist planners created them in the late 1960s.
Rather, the new provinces have been created in
increments over the past 17 years and almost always
at critical political junctures.

Noting this, some scholars have argued that the
creation of new provinces was an explicit policy of
the economic reformers in their attempt to circum-
vent central-level politics (Abuza 2002). These schol-
ars build their theory off of the role of provincial
votes in Nguyen Van Linh’s rise to General Secretary
of the VCP in 1986 after an 8% increase in provincial
representation (Riedel and Turley 1999, 19) and Kiet’s
campaign to replace retiring central leaders with re-
formist leaders from the provinces, along with a
tacit divesting of authority to the localities (Abrami

2004, 33). Under Kiet’s tenure (1991–97), represen-
tation of provincial officials at the meetings of the
CCOM grew 50% (to 61 delegates) in great part due
to new provinces. Along with their increase in
numbers, Kiet made sure provincial leaders received
increased political authority. At the beginning of the
Sixth Party Congress in 1986, provincial representa-
tives were only considered ‘‘alternate members,’’ as
opposed to those with full-time positions in the
Central VCP or Government. At the Seventh Con-
gress in 1991, full provincial membership in the
CCOM was made possible.

There is little evidence to support the notion of a
central-provincial political cleavage. As noted above,
what evidence we do have from national-level debates
is that the key political divisions are based on an insti-
tution’s relative dependence on the state sector (Riedel
and Turley 1999; Thayer 1995). While it is possible
that Linh and Kiet were attempting to empower
provincial voters, it is more likely that they had
a specific type of reformist voter in mind. Figure 1
(Panel 2) probes this theory by dividing provinces

FIGURE 1 Non-State versus State-Sector Dominant Provinces in Vietnam
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into two groups based on whether the majority of
their industrial output was provided by SOEs or the
nonstate sector (GSO 2005).8 The graph shows quite
clearly that Nonstate Provinces started the 1990s at a
numerical disadvantage to their SOE-Dominant coun-
terparts. Separations in 1991 bolstered the SOE ma-
jority, which they held until the 1996 Party Congress.

The 1996 separations, which followed the Con-
gress, reversed that majority in one fell swoop. Two
provinces Bac Ninh and Bac Lieu climbed briefly
back above the 50% threshold in 1997, but the long-
term consequences of the separation strategy are
obvious. At present, there are over twice as many
Nonstate Provinces as SOE-Dominant. It is not
general economic transition across the country that
is driving the divergence, though it does account for
some perturbations between formal separations.
Panel 1 illustrates that state output has actually
increased slightly over the same period, continuing
to account for about 40% of GDP (39% of national
industrial output). Interestingly, the Nonstate Prov-
inces commanded a decisive nine-province advantage
in 1999 when the Enterprise Law would ease private
firm entry and an 11-province advantage at the
celebrated 2001 Party Congress.

The timing of provincial separations after Party
Congresses, the dominance of Nonstate Provinces
despite little change in national output, and the
decisive political outcome of this dominance at the
2001 Party Congress bolster the argument that re-
formers had an explicit electoral strategy in calling for
the splitting of provinces in 1996. By creating new
Nonstate Provinces, modernizers believed they could
influence the outcomes of future CCOM debates about
grand strategies and smaller NA debates about im-
plementation of these new policies. While rhetorically
it was easier to argue for new provinces based on
efficiency, it would seem they were studying maps of
district economic composition and creating new reform-
oriented provinces out of SOE-dominated areas.

Figure 2 demonstrates the gerrymandering strat-
egy more vividly with an example of the division of
the northern Vinh Phu province, returning Phu Tho,
an SOE Province, and Vinh Phuc, its nonstate coun-
terpart, to their pre-1965 entities. Of most interest, is
the case of the provincial capital Viet Tri (see inset),
which was awarded to Phu Tho after separation, even
though the majority of the town is situated within the

borders of Vinh Phuc. Viet Tri existed as a town
within the pre-1965 Phu Tho, but it was much
smaller. Historical maps do not show the same finger
extending into the premerger Vinh Phuc province
(Doyle and Lipsman 1981). The city expanded
between 1961 and 1965 as part of the First Five Year
Plan’s attempt to develop a new industrial complex in
Northern Vietnam (Fforde and De Vylder 1996).
Within the same period Phu Tho and Vinh Phuc
were merged and Viet Tri grew tremendously there-
after, as the sight of three state-owned paper mills, a
chemical company, and a textile factory. At the time
of the division in 1996, it was the state-owned base
and transportation hub of the province (Tran 2002).
Rather than cutting Viet Tri back to its original
borders and providing Vinh Phuc province with a
portion of the most developed city in the area, a
decision was made to award the entire capital to Phu
Tho. From an efficiency perspective, this was an
especially strange decision because Phu Tho also
possessed the second-largest urban area in Vinh Phuc
province—Phu Tho Town. If we consider the re-
formers’ goal of isolating the state sector, the odd-
shaped border resulting from the carving makes more
sense.

The gerrymandering strategy outlined above fits
well with Linh and Kiet’s other administrative battles
to replace central leaders with leaders from the pro-
vinces, to empower provincial CCOM voters, and
with the historical efforts of reformers at the central
level to reach out to provinces with similar interests
(Riedel and Turley 1999; Stern 1993). Nevertheless,
two important questions remain unanswered:

First, how could reformers be certain that new
provincial leaders would vote along reformist lines?
This was a concern shared by Kiet, who fought
vigorously with the Provincial PCOMs that resisted
his efforts to centralize their appointment process in
the early nineties. Kiet was attempting to ensure that
he would have loyal backers at the provincial level.
But with their newfound autonomy, local leaders
objected to his efforts; eventually agreeing only to
two-term limits (Abuza 2002). The squabble was
ultimately irrelevant; central reformers could actually
be quite certain that new Nonstate Provinces would
vote along reformist lines due to the peculiar in-
centive created by Vietnamese fiscal targeting. In the
system, which is a legacy of SOE output targeting
under central planning but was officially enshrined
under the 1996 Budget Law, Hanoi sets national taxes
through the Ministry of Finance but returns to
provinces all revenue they generate above a biannu-
ally negotiated target (Hanai and Huyen 2002; Rao,

8Only 100% FDI is considered to be nonstate, joint ventures with
SOEs are attributed to the state sector. SOE share of GDP or
revenue would be a better measure, but accurate numbers for
SOE service and agricultural output do not exist at the provincial
level for the entire time period.
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Bird, and Litvack 2001; World Bank 1996). While
only eight provinces routinely bring in more revenue
than expenditures, close to two-thirds meet their
targets on a regular basis (Bird et al. 1995; Rao, Bird,
and Litvack 2001). As a result, provincial officials
have an important incentive to accede to the policy
demands of the dominant source of revenue in the
province. Le Thanh Cung, the Vice PCOM of Binh
Duong stressed this point when he argued that
separation from Binh Phuoc would allow the prov-
ince to make ‘‘best use of the provincial strengths,’’
meaning the large concentration of foreign and
private firms in the province (Dau Tu 1995, 1).
Reformist central leaders could feel confident that
they were creating new voters, whose economies were
propelled by nonstate entities and therefore would
like to see a balanced playing field for these firms in
national law.

There is evidence that reformers were aware of
the incentive structure that existed for provinces
based on their fiscal status and hoped to exploit it.
One interesting document is the official directive
from the Prime Minister’s Office to provincial agen-
cies about how to implement the changes (Chi

,
Th.i

857/TTG). The detailed instructions offer a vivid
picture of what Kiet intended to accomplish with
the separations. First, the Prime Minister was aware
that he was carving lines around the state sector and
determining a province’s incentives by the structure
of the economy. The document repeatedly empha-
sizes that provinces must rely on making their
original source of output more efficient; they should

not expect assistance or resources from the central
government, warning, ‘‘As for production and busi-
ness, these will not be divided, the manufacturing and
business establishments (co’ so’

,
sa’n xuâ’t kinh doanh) of

each province will continue their activities in the
most efficient manner, as local conditions demand’’
(Clause 2B). The use of the term manufacturing and
production units denotes local SOEs under provincial
management. The Prime Minister did not want to see
an equitable distribution of these resources across
provinces. In fact, Clause 2D drives this point home,
‘‘[Officials] Must oppose the demands for equality
and a reasonable mechanism [of division], as this
immediate local profit will lead to the use of property
less efficiently and wastefully.’’ In short, the 1996
separation was designed to concentrate the SOE
sector into specific geographic units. The Prime
Minister was aware of the impact of the separations
on local finances, advising local agencies to adhere to
the 1996 Budget Law in regards to budget allocation
and administration of the socioeconomic plan
(Clause 3D).

Secondly, even though Chi
,

Th.i 857 is a govern-
ment document and officially separate from VCP
selection, election of national and VCP officials
plays a prominent role. Though no specific directions
are given on selection, it makes clear that prov-
inces should adhere to national laws for elected
positions and that officials must meet the demands
of their specific provincial constituencies in upcom-
ing NA elections (Clause 2C). Provinces were allowed
to share government personnel as needed and the

FIGURE 2 Example of Provincial Splitting of Vi
~

nh Phù Province
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document specifically states that individuals need not
work in their homelands. Thus, SOEs could not be
equalized across borders, despite the fact that person-
nel were expected to shift to fill human resource
need. Granted, the utility functions of provincial
officials are more complex than the fiscal incentives
of their province. It is very difficult to know the
strength of other factors (promotion, pecuniary
benefits, etc.) relative to the fiscal target. If they are
more important than fiscal incentives, however, SOE
share is unlikely to be significant in the empirical tests
below.

Second, why would conservative central leaders not
act to block the splitting strategy, if they could see that
in the long-term it would affect their power? One
answer might be that the 1992 Constitution (Article
84 and 109) makes clear that the administrative
apparatus was under the exclusive control of Prime
Minister (Kiet in 1996 and Khai in 2003). Conserva-
tives, while certainly aware that divisions were taking
place may not have realized the impact that these
particular border decisions would have on the com-
position of the CCOM. The exact details of new
borders were not decided in the upper echelons of the
VCP, but among relatively low-level officials in the
bureaucracy. As pointed out above, all separations
were authorized through unnumbered NA resolu-
tions that do not reference previous VCP legislation.
This does not mean that the VCP was unaware or
naı̈ve; most high-ranking government officials are
Party members. It does indicate, however, that high-
level conservatives were uninterested in the technical-
ities, as earlier separations had not been threatening.
As Table 1 shows, the three sets of divisions before
the 1992 Constitution actually appeared to favor
conservative leaders. SOE-Dominant Province vote
totals rose from 15% to 20% by 1996, while Nonstate
Provinces dropped by the same amount. As will be
discussed below, there is no solid statistical evidence
to show that the 1991 separations favored conserva-
tives by design, yet the results probably served to
limit their interest in the technicalities of future
divisions. The decisive victory for reformers came
in 1996 with the sweeping creation of seven new
Nonstate Provinces. If this tactic had been incremen-
tal across several CCOMs, we can be sure that con-
servatives would have acted to reverse it. But by the
time the gerrymandering strategy was apparent to all,
reformers held a dominant voting position. Conser-
vatives gained back some ground in 2006 with an
insistence on increases in VCP and military delegates,
but the overall majority remained with reformers
(Thayer 2007).

While important, basing an empirical analysis on
the myopia of a group is limiting. A complementary
rationalist explanation is that conservatives faced a
classic collective action problem; the danger was clear
for conservatives as a whole, but individually, high-
ranking central leaders from those provinces could be
bought off by the kickbacks and patronage oppor-
tunities they gained through the creation of new
provincial entities. Indeed, a recent letter to the editor
titled ‘‘No Need to Separate Provinces’’ lamented the
inevitable drain on national coffers of constructing
new provinces (Nguyen Thanh Tam 2003).9 For
individual central leaders, there was a lot to be gained
from the prestige of providing new pork in one’s
homeland and the pecuniary benefits in kick-backs
from construction contracts. A recent corruption scan-
dal over the criminal mishandling of construction
contracts in the Ninh Thuan government dates back
to particular company’s role in the province’s crea-
tion in 1992 (Thanh Niên 2001). The bubbling land
market provided additional opportunities for per-
sonal benefit as owners of land near where new
highways and roads were to be built (often those
with inside information) were rewarded with pre-
cipitous rises in prices (Tuô

,
i Tre

,
2004). Below, I test

the payoff hypotheses more explicitly.

Data and Empirical Tests

The ultimate goal of the empirical test is to determine
whether a group of SOE-Dominant Provinces were
deliberately targeted for separation in 1996, as the
circumstantial evidence above seems to indicate.

H1: Provinces with large state sectors were more likely to
be targeted for separation after the 1996 Congress.

Eye-balling Table 2 we see that of the eight provinces
selected for separation in 1996, seven were provinces
with dominant SOE sectors. The only exception,
Song Be province, actually yielded two Nonstate
Provinces and thus two additional CCOM votes.
Such a simple analysis, however, neglects the total
pool of provinces from which reformers had to select
and potentially conflating factors, such as provincial

9The focus on kick backs from construction contracts is not
merely a theoretical conjecture. The largest corruption scandal of
recent years in Vietnam revolves around widespread siphoning of
construction resources for local road projects managed by the
Project Management Unit 18 of the Ministry of Construction
(Gainsborough 2007).
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size or wealth. Multiple regressions from the entire
population of provinces, controlling for alternative
causes, is the only way to conclusively test the ger-
rymandering hypothesis. A probabilistic model is
necessary, because reformers only needed to target
enough provinces to achieve a majority of votes;
they would not need to split every SOE-Dominant
Province.

I begin with a linear probability model of pro-
vincial separation between 1990 and 2004. My de-
pendent variable (yij) is a dummy variable capturing
whether province i was separated by the central gov-
ernment in year j.

yij 5 b0 þ b1SOEij þ b4Xij þ b5Aij þ uij

A linear probability model is preferable to PROBIT in
this case, because some structural controls perfectly
predict failure in early years—a problem known as
separation. Because dropping clearly important vari-
ables from the model can lead to omitted variable
bias (Zorn 2005) and because I am interested in the
impact of SOE share net of these structural factors, I
opt for the linear probability model with robust stand-
ard errors (clustered at the provincial level, uij).10

A Huber-White robust standard error correction is used,
because linear probability models violate the Gauss-
Markov assumption of homoskedasticity. Without
correction, traditional methods of hypotheses testing
are not valid.11

SOEij is SOE industrial output as percentage of
industrial output in the province (GSO 1995–2004). I
use this variable to capture the likelihood that local
officials from a province will be against reforms
that might harm the state sector. To test whether a
specific level of SOE output is necessary, I also
use a dichotomous measure of whether a province
has SOE output of 50% or more. Fifty percent is
admittedly arbitrary; the exact level of SOE output
that causes an individual province to oppose eco-
nomic reforms probably ranges within a band around

50%, but errors on either side of the figure likely
cancel each other out.12

X is a vector of provincial level control variables
to avoid omitted variable bias.13 To address the official
Vietnamese explanations for the division, I control for
the provincial population, measured by thousands of
people, and the surface area of the province, measured
in square kilometers.

Secondly, I add a variable, which partially ad-
dresses bottom-up demands for separation. Many
separations have created provinces which mirror
colonial-era borders. Between 1887, when the French
established control of Vietnam, and 1930, the colony’s
population exploded, nearly doubling since the orig-
inal 31 provinces were created under Emperor Minh
Mang. Correspondingly, the French, under Governor
Paul Doumer, began to expand the number of pro-
vincial units. New provinces were created in the
Northern Upland region, and Cochinchina’s provinces
expanded from six to twenty due to a flurry of pro-
vincial separations in the Mekong Delta (Marr 2004).
At the time of French defeat at the battle of Dien
Bien Phu and Vietnamese independence in 1954, Viet-
nam was divided into 74 units. According to a cease
fire agreement, everything north of the seventeenth
parallel was awarded to the Communist Democratic
Republic of Vietnam (DRVN), which, in 1965, con-
solidated provinces into larger conglomerates in line
with socialist industrialization theories. With the
defeat of South Vietnam in 1975, a similar process
of creating provincial conglomerates was applied to
the new, southern provinces (Marr 2004). Since 1990,
many new provinces have been sliced back to their
French borders. Thus, a dummy variable is used to
control whether the province is already at its 1965
borders. The variable offers an imperfect proxy for
bottom-up demands due to a claim that old borders
represent unique provincial cultures that prevailed
throughout the socialist period and are now reasserting
themselves in the reform era. Care should be taken
about too strong an interpretation of this factor. The
fact that old borders appear to have recovered salience
in the modern era might also result from the fact that
they, like size, offer more proximate utility for central
officials with larger goals in mind.

Years after Party Congress gauges whether a Party
Congress took place the year before, as separation may

10Zorn recommends a correction in cases of separation called a
Maximum Penalized Likelihood Estimator, but the small number
of provinces in early years leaves too few degrees of freedom to
perform the procedure properly.

11Aware that readers may fear that results are an artifact of my
model specification, I conducted two robustness tests. First, a
PROBIT model was run with the offending structural controls
dropped from the analysis. Secondly, the model was respecified
as a Cox Nonproportional Hazard model, interacting variable
with time. In both cases, the fundamental conclusions (with mar-
ginal differences in predicted values) of the standard linear proba-
bility were upheld (See Robustness Tests 1 and 2 in the online
appendices).

12All models were rerun with 45% and 55% cut-offs, yielding
similar results.

13A full listing of descriptive statistics and sources for variables
can be found in the Online Appendices.

144 edmund malesky



TABLE 3 Linear Probability of Provincial Separation, 1990 to 2004

Variable Labels

1990 1991 1996 2003

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

SOE Share of
Provincial Industrial
Output

20.00128
(0.0012)

0.00115
(0.0025)

20.00490*
(0.0024)

20.00667*
(0.0027)

0.00430*
(0.0024)

0.00612*
(0.0023)

20.000772
(0.0012)

SOE Share of Industrial
Output above 50% (Dummy)

0.0631
(0.093)

20.270*
(0.092)

0.316*
(0.100)

Province the Result of
Previous Split (Dummy)

20.00423
(0.062)

0.0308
(0.094)

0.0365
(0.089)

0.138
(0.091)

0.124
(0.098)

0.132
(0.100)

20.174*
(0.089)

20.171*
(0.091)

20.166*
(0.091)

20.0773
(0.078)

Province Already at 1965
Borders (Dummy)

20.0862
(0.056)

0.00425
(0.073)

20.00153
(0.065)

20.406*
(0.099)

20.468*
(0.10)

20.447*
(0.098)

20.307*
(0.098)

20.244*
(0.096)

20.272*
(0.087)

20.0331
(0.070)

Population in 10,000s 0.000215
(0.00040)

20.00100
(0.00063)

20.00103
(0.00061)

0.00140*
(0.00048)

0.00115*
(0.00056)

0.00125*
(0.00054)

0.000950
(0.00063)

0.000493
(0.00083)

0.000508
(0.00077)

0.000193
(0.00038)

Area in 1,000s of
Square Kilometers

0.0177
(0.012)

0.0165
(0.012)

0.0163
(0.012)

0.0271*
(0.0097)

0.0178
(0.012)

0.0182
(0.012)

0.00661
(0.011)

0.0258*
(0.013)

0.0275*
(0.012)

0.0124
(0.010)

International Border
(Dummy)

20.134
(0.12)

20.126
(0.12)

20.140
(0.094)

20.173*
(0.095)

20.116
(0.091)

20.0798
(0.088)

Number of Compatriots
in Cabinet

0.0942
(0.059)

0.101*
(0.055)

0.0743*
(0.043)

0.0807*
(0.042)

20.000729
(0.049)

0.0116
(0.051)

% of Minorities in
Province

20.0597
(0.051)

20.0598
(0.052)

0.112*
(0.045)

0.119*
(0.041)

20.0651
(0.039)

20.0718*
(0.041)

Natural Log of GDP
per Capita

0.0462
(0.056)

20.131
(0.14)

20.112
(0.12)

20.111
(0.11)

20.0510
(0.14)

20.127
(0.13)

20.184*
(0.096)

20.0587
(0.12)

20.0887
(0.097)

20.0835*
(0.049)

% if Population in
Urban Areas

0.00246
(0.0034)

0.00217
(0.0030)

0.00186
(0.0042)

0.00139
(0.0037)

20.00660
(0.0050)

20.00711*
(0.0042)

Lagged Party Congress
(Dummy)

South (Dummy) 0.0816
(0.14)

0.0876
(0.13)

0.0486
(0.11)

0.0895
(0.094)

20.0154
(0.090)

0.0255
(0.11)

Party Rank of People’s
Committee Chair

1990 (Dummy)
1991 (Dummy)
1996 (Dummy)
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TABLE 3 (Continued)

Variable Labels

1990 1991 1996 2003

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

2003 (Dummy)
1990 (Dummy) *SOE

Share.50% (Dummy)
1991 (Dummy) *SOE

Share.50% (Dummy)
1996 (Dummy) *SOE

Share.50% (Dummy)
2003 (Dummy) *SOE

Share.50% (Dummy)

Constant 20.0149
(0.11)

0.131
(0.22)

0.150
(0.16)

0.295
(0.20)

0.253
(0.24)

0.0537
(0.17)

0.197
(0.20)

0.229
(0.24)

0.361*
(0.19)

0.203
(0.15)

Number of Observations 40 40 40 44 44 44 53 53 53 61
R-squared 0.17 0.41 0.42 0.55 0.62 0.63 0.41 0.50 0.54 0.16
Root Mean Squared Error 0.263 0.242 0.241 0.296 0.293 0.287 0.295 0.289 0.275 0.210

Variable Labels

2003 Year Dummies Robust

(11) (12) (13) (14) (15) (16) (17) (18)

SOE Share of
Provincial Industrial
Output

20.00110
(0.0014)

SOE Share of Industrial
Output above 50% (Dummy)

0.0106
(0.075)

0.0110
(0.012)

0.00816
(0.0058)

0.000386
(0.0061)

0.00681
(0.0059)

0.00869
(0.0059)

0.00599
(0.0056)

Province the Result of
Previous Split (Dummy)

20.0886
(0.087)

20.0945
(0.094)

20.0224*
(0.013)

20.0214*
(0.012)

20.0248*
(0.013)

20.0196
(0.013)

20.0213*
(0.012)

20.0177
(0.013)

Province Already at 1965
Borders (Dummy)

20.0291
(0.072)

20.0355
(0.066)

20.0509*
(0.013)

20.0547*
(0.013)

20.0492*
(0.013)

20.0516*
(0.013)

20.0541*
(0.013)

20.0525*
(0.013)

Population in 10,000s 0.000306
(0.00056)

0.000292
(0.00058)

0.000133
(0.00011)

0.000121
(0.00010)

0.000227
(0.00017)

0.000195
(0.00016)

0.000133
(0.00010)

0.000200*
(0.000099)

Area in 1,000s of
Square Kilometers

0.0138
(0.012)

0.0155
(0.013)

0.00763*
(0.0022)

0.00767*
(0.0022)

0.00608*
(0.0022)

0.00730*
(0.0023)

0.00767*
(0.0022)

0.00616*
(0.0020)
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TABLE 3 (Continued)

Variable Labels

2003 Year Dummies Robust

(11) (12) (13) (14) (15) (16) (17) (18)

International Border
(Dummy)

20.0933*
(0.055)

20.0944
(0.059)

20.0457*
(0.013)

20.0451*
(0.013)

20.0451*
(0.013)

20.0454*
(0.013)

20.0448*
(0.013)

20.0376*
(0.012)

Number of Compatriots
in Cabinet

20.00847
(0.019)

20.00812
(0.020)

0.00831
(0.0077)

0.00941
(0.0071)

0.00683
(0.0075)

0.00833
(0.0075)

0.00904
(0.0071)

0.00222
(0.0056)

% of Minorities in
Province

0.0205
(0.021)

0.0154
(0.018)

0.00236
(0.0050)

0.00271
(0.0050)

0.00343
(0.0058)

0.00452
(0.0057)

0.00283
(0.0050)

0.00490
(0.0049)

Natural Log of GDP
per Capita

20.128*
(0.075)

20.119
(0.076)

20.0184*
(0.0088)

20.0170*
(0.0085)

20.0212*
(0.0087)

20.0185*
(0.0087)

20.0167*
(0.0085)

20.0155*
(0.0083)

% if Population in
Urban Areas

0.00154
(0.0019)

0.00114
(0.0018)

20.000381
(0.00034)

20.000378
(0.00033)

0.000399
(0.00037)

20.000126
(0.00032)

20.000381
(0.00032)

20.000547
(0.00036)

Lagged Party Congress
(Dummy)

0.0107*
(0.0046)

0.0104*
(0.0046)

0.00972*
20.0047

0.0105*
(0.0047)

0.0104*
(0.0046)

0.00963*
(0.0044)

South (Dummy) 0.0478
(0.072)

0.0567
(0.079)

0.00331
(0.012)

0.00334
(0.012)

20.00548
(0.014)

0.00638
(0.014)

0.00457
(0.013)

0.000563
(0.011)

Party Rank of People’s
Committee Chair

20.00175
(0.0067)

1990 (Dummy) 0.0215
(0.037)

0.0585
(0.066)

0.0748
(0.070)

0.0583
(0.067)

0.0551
(0.0063)

1991 (Dummy) 0.160*
(0.054)

0.234*
(0.093)

0.196*
(0.090)

0.233*
(0.092)

0.221*
(0.089)

0.235*
(0.093)

1996 (Dummy) 0.142*
(0.045)

0.0324
(0.039)

0.0316
(0.039)

0.0327
(0.039)

0.0315
(0.038)

0.0333
(0.039)

2003 (Dummy) 0.0679*
(0.030)

0.0674*
(0.037)

0.0698*
(0.040)

0.0681*
(0.038)

0.0672*
(0.037)

0.0668*
(0.037)

1990 (Dummy) *SOE
Share.50% (Dummy)

20.0635
(0.080)

20.0662
(0.091)

20.0622
(0.082)

20.0600
(0.078)

1991 (Dummy) *SOE
Share.50% (Dummy)

20.128
(0.11)

20.101
(0.12)

20.121
(0.11)

20.110
(0.11)

20.125
(0.11)

1996 (Dummy) *SOE
Share.50% (Dummy)

0.209*
(0.086)

0.239*
(0.092)

0.217*
(0.088)

0.218*
(0.087)

0.207*
(0.086)

2003 (Dummy) *SOE
Share.50% (Dummy)

20.00236
(0.057)

20.00393
(0.058)

20.00224
(0.057)

20.00234
(0.057)

20.00221
(0.057)

Constant 0.218
(0.19)

0.169
(0.18)

0.0149
(0.024)

0.0165
(0.024)

0.00915
(0.036)

20.000883
(0.034)

0.0132
(0.024)

0.0131
(0.024)
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TABLE 3 (Continued)

Variable Labels

2003 Year Dummies Robust

(11) (12) (13) (14) (15) (16) (17) (18)

Number of Observations 61 61 830 830 768 815 830 790
R-squared 0.22 0.21 0.20 0.23 0.23 0.24 0.23 0.24
Root Mean Squared Error 0.213 0.214 0.148 0.146 0.145 0.146 0.145 0.139

Robust Standard Errors in Parentheses; *Significant at the 0.1 level or less.
Linear probability models with OLS were used in place of PROBIT as (previous split 5 0), (sixty five 5 0) perfectly predicts separation in 1990 and 1991, and (minority 5 0) perfectly
predicts separation in 1996. Dropping these variable introduces omitted variable bias.
When previous split, sixty five, and minority are dropped, results are replicable in probit analysis. Please see Robustness Test 1.
1990 is a cross-sectional analysis for the year 1990. Model 1 includes structural determinants of separations, Model 2 adds political variables, and Model 3 replaces share of SOEs with a
dichotomous measure of SOE share above 50%.
1992 is a cross-sectional analysis for the year 1992. Model 4 includes structural determinants of separations, Model 5 adds political variables, and Model 6 replaces share of SOEs with a
dichotomous measure of SOE share above 50%.
1996 is a cross-sectional analysis for the year 1996. Model 7 includes structural determinants of separations, Model 8 adds political variables, and Model 9 replaces share of SOEs with a
dichotomous measure of SOE share above 50%.
2003 is a cross-sectional analysis for the year 2003. Model 10 includes structural determinants of separations, Model 11 adds political variables, and Model 12 replaces share of SOEs with a
dichotomous measure of SOE share above 50%.
Models 13 is a panel, linear probability model over the time period (1990–2004), with year dummies added for the years in which separations takes place (implemented in xtreg with robust
standard errors).
Model 14 interacts year dummies with high SOE share in Model 17.
Model 15 tests whether the Model 14 is robust to dropping national-level cities; model 16 drops Ho Chi Minh City; Model 17 re-codes Ho Chi Minh City as Non-State province for the
entire time period.
Model 18 tests whether the theory is robust to a measure of party rank. No rank measures are available for 1990, thus dropping 40 observations.
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be the sign of deals arranged during the Party Con-
gress. Another dummy captures whether the province
is the result of a Previous Separation, as provinces are
unlikely to be split twice.14

Finally, Aij is a matrix of tests of alternative
theories of provincial splitting. A dummy for whether
the province is in the South captures whether regional
considerations prevail in the determination of new
provinces. Conventional political wisdom is that separa-
tions followed a norm of maintaining a majority of
northern provinces after the war, so that southern prov-
inces did not come to dominate key political institutions
(Cohen 2003). If this theory is true, we should expect a
negative sign on the South coefficient. I also add three
theories from the comparative literature. Minority
captures the ethno-nationalism argument by measuring
the number of ethnic minorities in the province on a
5-point scale, where 1 represents no minorities at all,
2 equals (1–25%), 3 is (25–50%), 4 (50–75%), and
5 (75–100%). Border is a dummy capturing whether
provinces share a border with Laos, Cambodia, or
China. GDP per capita measures wealth in the
provinces. We should expect both of these variables
to be negative, as Vietnamese leaders are likely to
keep their thumbs firmly upon potential national
security threats and rich provinces. Percentage of
urban population measures whether urban-rural
political disputes within the province influenced
national decisions to separate.

As in the China literature, there is a large
literature in Vietnam on the role of local connections
in central government politics (Kerkvliet 2001; Turley
and Womack 1998; Vasavakul 2003). Cabinet is the
number of current provincial compatriots serving in
the Vietnamese Ministerial Cabinet. Party Rank of the
People’s Committee Chairmen follows the Huang
(1997) coding to gauge how important a local leader
is in Party Politics (NGTCHCV 1997–2005; VNA
2004). The expectation is that more connected prov-
inces are less likely to be split.

Model Results

Table 3 depicts the results of the statistical analysis.
Models 1–12 depict cross-sectional analysis within the
year of provincial separations. Noticeably, SOE share
appears to have a differential impact across years. In
fact, controlling for other factors, the marginal prob-
ability of provincial separation is 27% lower for SOE-

Dominant Provinces in 1991 and 32% higher in 1996.
These results confirm our original analysis that con-
servative dominance of the CCOM benefited from the
1991 separations and that reformers did not gain a
majority until the 1996 divisions.

Several control variables, including (population,
surface area, 1965 borders, and previous separation)
are also important, though their relative importance
varies across years. How much does adding the SOE
share variable to the control variables improve our
analysis in each year? Table 4 answers this question
through a common test of goodness of fit—the pre-
dictive ability of the model. By counting all predicted
values from Models 3, 6, 9, and 12 that were greater
than or equal to 0.5 as correct predictions, we can
demonstrate the influence of adding SOE share to the
empirical specification. SOE output plays no role in
the correct prediction of provincial separation in 1990
and 2003. In 1991 and 1996, however, the restricted
models excluding SOE share are able to predict seven
(78%) and four (50%) of the actual separations,
respectively. Adding SOE share to the model improves
the predictive capacity in 1991 only slightly, offering
one additional correct prediction. Most of the separa-
tions are predicted by structural controls. In 1996,
simply adding SOE share adds an additional three
correct predictions for a highly significant propor-
tional error reduction of 75%.

Model 14 of Table 3 builds on the yearly analysis
by interacting the dichotomous measure of SOE
share with the four years of separation in order to
calculate predicted probabilities of high and low SOE
Provinces for each of the four years of provincial
separation. In this fully specified model, we see that
provinces which resulted from previous separations,
have already been trimmed back to their 1965

TABLE 4 Correctly Predicted Separations

Year
Total

Separations

Without
SOE Share

With SOE
Share

Error
ReductionNo. % No. %

1990 3 2 66.7% 2 66.7% 0%
1991 9 7 77.8% 8 89.9% 50%
1996 8 4 50% 7 87.5% 75%
2003 3 0 0% 0 0% 05%

Results are derived from models 3, 6, 9, and 12 in Table 3.
Predicted values (yhat) were taken from a linear probability
regression without the dichotomous measure of SOE Share (the
restricted model) and including it (the full model). Correctly
predicted was defined as yhat.5.5. No false positive recorded.
Proportional power over a restricted model (R) (Slantchev 2004).
It is calculated as PRE51 - (ErrorF/ErrorR).

14There are only two known cases Can Tho/Hau Giang in 1991
and 2006 and Nam Dinh/Ha Nam in 1991 and 1996.
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borders, share an international border, or have a high
GDP per capita, are significantly less likely to be split.
Geographically large provinces are significantly more
likely to be split. Finally, separations are most likely
to take place immediately after Party Congresses. The
share of minorities in the province has no significant
effect in the fully specified models.

Most importantly for this analysis, only one of
the year interactions (1996) is statistically significant
at traditional confidence levels. This is more clearly
shown in Figure 3, which displays predicted proba-
bilities along with confidence intervals after 1,000
simulations using the Clarify procedure in Stata
(King, Tomz, and Wittenberg 2000). Predicted prob-
abilities are calculated with the assumption that a
province is not the result of a previous separation or
already at its 1965 borders. All other values are held at
the mean. In 1991, Nonstate Provinces have a 25%
predicted probability of separation, but the confidence
interval is quite large and includes the predicted
probability of provinces with high SOE shares (12%).
As a result, we cannot be certain that there is a
statistically significant difference between Nonstate
and SOE-Dominant Provinces in 1991; both types of
provinces were targeted in relatively high numbers.
The slight bump for conservative voters in 1991 may
have been an accident.

In 1996, by contrast, the predicted probability of
provincial separation for a province with SOE share
above 50% was 25%; over twice as high as any other
year. A province with a small SOE share stood only a
3% probability of separation. The 22-point gap be-
tween the types of provinces is far larger than any other
year and the confidence intervals of provinces with
high and low SOEs shares in 1996 do not overlap at all.
In short, the analysis provides empirical support for
the theory that provinces with large state sectors were
only intentionally targeted for separation in 1996.15

While the 2003 separations do not show evidence
of targeting, they do not need to. Reformers already
had a majority of votes. The 2003 separation only
added to the nonstate advantage by creating four
Nonstate and two SOE-Dominant Provinces. Had
the separation favored conservatives, it would have
offered clear falsification for my theory.

Despite its reputation as a bastion for economic
reformers, between 1990 and 1998, SOEs were re-

sponsible for a majority of industrial output in Ho
Chi Minh City (HCMC). To maintain consistency,
I coded HCMC as an SOE Province for those years.
This decision actually biases against a significant
finding on SOE share, as officials were unlikely to
divide a geographically concentrated metropolitan
area. Nevertheless, in Models 15-17, I double-check
that the HCMC decision did not significantly alter
the results. Model 15 drops all national-level cities;
Model 16 drops just HCMC; and Model 17 recodes
HCMC as a Nonstate Province throughout the time
period. As expected, in all three cases, the alterations
increased the substantive effect of the 1996*SOE
interaction. Finally, Model 18 tests that the empirics
are robust to including the VCP rank of the People’s
Committee Chairman.

Further Observable Implications of
the Theory’s Micrologic

Despite the robust results above, the unreliability of
data and the opaque Vietnamese government require
that a researcher bolster the argument with additional
observable implications. One important link in my
causal logic is that the fiscal targeting mechanism will
ensure that Nonstate Provinces are likely to support
reform strategies which undermine SOEs. If this is
true, we should expect to find evidence that Nonstate
Provinces have adopted pro–private sector reform
strategies within their own borders.

H2: Provinces receiving the majority of revenue from
nonstate business activity should demonstrate a
positive bias toward the domestic private sector in
their local policies.

Recent survey data of the private sector confirms this
hypothesis. In 2006, the Vietnam Chamber of Com-
merce’s Provincial Competitiveness Index (PCI)
ranked the economic governance for private sector
development of 64 provinces based on 10 subindices,
including among others, entry costs, access to land,
transparency, lack of bias toward SOEs, and corruption
(VNCI 2006). Data for the ranking is derived from a
survey of 6,319 private firms conducted by the Viet-
namese Chamber of Commerce and Industry. Notably,
five of the top 20 provinces were Nonstate Provinces
created in the 1996 separation (See Table 2).16 On the
100-point weighted scale, Nonstate Provinces received
an average score of 53.8 points, while the newly created
SOE-Dominant Provinces received an average score of

15Cox Nonproportional Hazard Models in Robustness Test 2
(online appendices) confirms these results. In the years before
1995, provinces with high SOE shares have a hazard ratio of 0.137
(Model 8), indicating a very low probability of separation (1 is
considered neutral). In the years after 1995, however, the hazard
ratio is 7.32 indicating a very high danger of division.

16These are Binh Duong, Vinh Phuc, Quang Nam, Bac Ninh, and
Hung Yen.
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50.4. The difference is statistically significant at the .01
level. Nonstate Provinces also outperformed SOE-Dom-
inant units on all but one of the subindices—Labor
Policy.

Aggregate indices can be misleading, however, so
Table 5 studies the impact of revenue sources on
individual indicators of the business environment.
For this analysis, I use a more direct measure of the
key causal variable. Beginning in 2002, the Vietnam-
ese Ministry of Finance released detailed data on
provincial-level budgets. Using the 2004 (immediately
after the 2003 divisions), I calculate a dichotomous
measure of whether a province receives the majority
of its budget revenue from nonstate sources or SOEs.
Controlling for a range of structural factors, I find
strong evidence that the investment environment for
private firms is highly correlated with revenue from
nonstate sources. Specifically, I find that in Nonstate
Provinces, 5% more firms rank their province as
having a positive attitude to the state sector; 6% less
enterprises see bias toward SOEs as an obstacle to
their business; 16% more firms are likely to have
formal property rights over their business premises;
and private firms are about 40 million VND ($2,500)
more profitable annually. Though slightly above
traditional significance levels, firms in Nonstate Prov-
inces also wait 24 less days for land introductions.
These results confirm a similar study by Nguyen Van
Thang (2005) using 2005 PCI data. Because endoge-

neity is a concern, these results are better thought of
as correlations, but they are compelling.

Secondly, provinces should not simply have
better attitudes at home; they should be more likely
to vote for national-level reforms in CCOM policy
debates. This is much more difficult to prove because
debates in the CCOM are highly secretive; there is no
official record of province-level voting data. While we
don’t know how specific provinces voted, we do
know who they sent as delegates. Each province elects
several representatives to the annual Party Congress
and from that provincial delegation, one representa-
tive (or two from national-level cities) are selected to
the CCOM. Anecdotal evidence indicates that reform-
ist provinces are likely to push forward a representa-
tive from the government apparatus, rather than an
official whose sole responsibility is with the VCP.
While members of the VCP, local government officials,
especially People’s Committee Chairmen (PCOMs),
are more likely to come into contact with private
businessman and foreign investors, as part of their
daily activities. They generally have a better sense of
the overall business environment than Party Chair-
men, who tend to be slightly more ideological and
more closely connected to SOEs (Phong and Beresford
1998, 38). Moreover, because the appointment and
management of the PCOM falls under the jurisdiction
of the government rather than the VCP, according to
the 1992 Constitution (Phong and Beresford 1998, 52),

FIGURE 3 Predicted Probability of Separation and Confidence Intervals by Province Type
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they have a stronger clientelistic incentive to vote
along with the reformist Prime Ministers Kiet, Khai,
and now Dung. This is a general tendency, however,
and not firmly fixed in stone. It is common for
PCOMs to move to their Party Secretary’s office after
the conclusion of their terms, and there have been
well-known reformers in the office of the Party
Secretary. Nevertheless, the fact that a province
would privilege a government official over a sitting
Party Secretary in its CCOM delegation is a very
strong sign of a reformist bent. Consequently:

H3: Nonstate Provinces are more likely to send gov-
ernment officials than VCP officials to the CCOM
as delegates.

To test H3, I create a 4-point index of the employment
status of provincial CCOM representatives. PCOMs
receive a 4. Heads of local government agencies or the
People’s Council, who hold a VCP position, but are not

heads of Secretariats, receive a 3. Party Secretaries who
hold concurrent government positions score a 2. And
finally, representatives who are solely Party Secretaries
or lower-ranked VCP officials receive a 1. Too much
missing data on provincial careers prohibits analysis of
1991, but we do have detailed information for the 1996,
2001, and 2006 Party Congresses. Alternate representa-
tives are not considered, as they have no formal vote,
and cities are dropped in the final model, as they are
allowed to appoint two representatives.

Holding constant a range of other factors for
determining selection of leaders, Table 6 uses an
ordinal probit model to show that Nonstate Prov-
inces were 8% more likely to send a PCOM as their
official representative and 14% less likely to send a
delegate with only VCP Status. The two central cat-
egories are statistically indistinguishable. Performing
the analysis on individual years, we find that the gap
between Nonstate and SOE Provinces narrowed in

TABLE 5 Determinants of Private Sector Investment Environment

Variable Labels Attitude (1) Obstacle (2) Property Rights (3) Land Wait (4) Profit (5)

Province receives majority
of 2004 revenue from
Non-State SectorV

5.022* (2.34) 25.744* (1.83) 15.51* (7.28) 224.03 (15.6) 39.64* (14.9)

Telephone per 1,000
Citizens

0.00108 (0.041) 0.0109 (0.018) 20.138* (0.068) 0.144 (0.100) 0.0891 (0.14)

South (Dummy) 2.209 (3.60) 20.381 (2.18) 211.87* (6.86) 0.0309 (20.2) 13.30 (19.9)
Population in 10,000s 20.0206 (0.014) 0.0338* (0.0094)20.0873* (0.037) 0.0192 (0.059) 0.127* (0.074)
% if Populations in

Urban Areas
20.0838 (0.18) 20.0120 (0.082) 0.585* (0.31) 20.752 (0.48) 20.0959 (0.56)

Distance from
Major Cities (km)

20.00143 (0.0062)20.00216 (0.0037) 20.0212 (0.017) 20.00746 (0.025)20.00848 (0.031)

Percentage of Secondary
School Graduates

0.168 (0.14) 0.0263 (0.095) 0.0942 (0.40) 20.00491 (0.97) 20.554 (1.10)

Constant 34.86** (13.3) 42.30* (9.62) 70.88* (39.8) 18.33 (97.8) 70.02 (101)

Number of observations 64 64 64 64 64
R-Squared 0.15 0.43 0.32 0.08 0.22

All analysis performed using OLS regression in Stata. Robust standard in parentheses. *Significant at the 0.1 level or less. Dummy
denotes dichotomous variable.
VKey causal variable calculated from Ministry of Finance. 2004. ‘‘State Budget-Final Accounts and Plan.’’ Hanoi: Financial Publishing
House. Province with majority of revenue from non-state sector receive a 1, other receive a 0.
Dependent Variables obtained from Vietnam Provincial Competitiveness Index (Vietnam Competitiveness Initiative 2006). Data
available at http://www/pcivietnam.org/
Model 1 (Question H1): What do you think is the attitude of provincial government officials private business? (Percentage of private
firms answering (4) Somewhat Positive or (5) Positive on 5-Point Scale).
Model 2 (Question H6_12): Favoritism toward the state sector is an obstacle to my business (Percentage of private firms answering (3)
Agree (4) Strongly Agree).
Model 3 (Question B4_1a): Percentage of firms with official Land Use Rights Certificate, granting long-term sale, mortgage, and
exchange rights over land.
Model 4 (Effective wait for land): Residual of regressing question (B4_3_3-median wait for land introduction) on a average plot price
and land availability.
Model 5 (Average profit per enterprise in 2004): Author’s calculation from General Statistical Office Enterprise Census. Data available at
www.gso.gov.vn.
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TABLE 6 Determinations of Local Leadership Representation on Central Committee (1996, 2001, 2006)

Marginal Probability of Status of Provincial Representative in Central Committee (Standard Errors in Parentheses)

Status of Provincial

Representative

Model 3: SOE Share Model 6: High SOE

25th Per. 5 31% 75th Per. 5 63%

SOE Share

, 50%

SOE Share

. 50%

1. Solely Party Secretariat in
Member

.39 (.04) .53 (.04) .40 (.04) .53 (.05)

2. Concurrent Party & Local
Government Leadership

.41 (.04) .36 (.04) .40 (.05) .35 (.04)

3. Head of Local Government
Agency and Party Secretariat

Member

.04 (.02) .03 (.01) .04 (.02) .03 (.01)

4. People’s Committee

Chairman

.16 (.03) .08 (.02) .15 (.04) .08 (.02)

Ordinal Probit Model

State Owned Enterprise Share (Continuous) High State Owned Enterprise (Dummy)

Variable Lables Baseline (1) Full (2) No Cities (3) Baseline (4) Full (5) No Cities (6)

SOE Share of Provincial
Industrial Output

20.00701* (0.0040) 20.00958* (0.0038) 20.0104* (0.0040)

SOE Share of Industrial Output
above 50% (Dummy)

20.203 (0.15) 20.269* (0.15) 20.281* (0.16)

South (Dummy) 20.0811 (0.17) 20.170 (0.15) 20.188 (0.17) 20.0417 (0.16) 20.130 (0.16) 20.135 (0.18)
Distance from Major Cities (km) 0.000457 (0.00053) 0.000944* (0.00051) 0.000948* (0.00057) 0.000374 (0.00051) 0.000808 (0.00050) 0.000795 (0.00056)

International Border (Dummy) 0.0340 (0.19) 0.00233 (0.18) 0.0123 (0.19) 0.0209 (0.19) 20.00532 (0.18) 0.00348 (0.19)
Natural Log of GDP per Capita 20.0575 (0.14) 20.0553 (0.15) 20.0166 (0.15) 20.0158 (0.16)

Population in 10,000s 0.00147* (0.00062) 0.00168* (0.00072) 0.00118* (0.00066) 0.00134* (0.00073)

Cut Point 1 20.292 (0.24) 20.222 (0.29) 20.241 (0.31) 20.0716 (0.19) 0.0882 (0.27) 0.0931 (0.29)
Cut Point 2 0.750* (0.24) 0.800* (0.28) 0.805* (0.31) 0.967* (0.18) 1.104* (0.25) 1.132* (0.27)

Cut Point 3 0.930* (0.25) 0.970* (0.29) 0.992* (0.31) 1.145* (0.19) 1.271* (0.25) 1.315* (0.28)

Observations 183 183 172 183 183 172
panels 62 62 58 62 62 58

Pseudo R-Squared 0.00736 0.0171 0.0187 0.00472 0.0124 0.0128
Log Likelihood 2193.7 2201.0 2188.1 2194.3 2202.0 2189.2

x
2 3.974 12.40 11.09 3.267 8.958 6.748

Ordinal Probit Model coefficents with Standard Errors in Parentheses. *Significant at the .1 level or less. Dummy denotes dichotomous variable.
All models performed in State using the oprobit procedure. Marginal probabilities calculated using Clarify from (King, Tomz, and Wittenberg 2001).
The dependent variable is coded by the author using a self-collected database, based on newspaper accounts and lists of Central committee Membership (available upon request).
Model 1-3 use a continuous measure of SOE Share.
Model 4-6 use a dichotomous measure of whether SOE Share is above 50% or not.
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the most recent CCOM. Nonstate Provinces were
12% more likely to send a People’s Committee
Chairman in 1996 and 2001, but only 3% more likely
to do so in 2006. The strong impact in 1996 and 2001
is critical, as these are the reference points reformers
would have had in mind when they decided on the
divisions and the result of their gerrymandering
activities, respectively. It is not clear why there has
been an across the board decline in PCOM repre-
sentation in 2006, but it may indicate that conser-
vative officials caught on to the gerrymandering
strategy and moved to counterbalance it. As evidence
for this, General Secretary Manh’s speech at the
closing session of the 2006 Party Congress empha-
sized a need to enhance the Party’s leadership role in
policy formation (Nong 2006; Thayer 2007).

A final portion of my argument is that reformers
in Hanoi were able to win acquiescence from con-
servative central officials by offering them personal
gain from the huge transfers involved in creating new
provinces. If this is true, we should expect to find
large transfers to new provinces with compatriots in
the central government. Remember, all new provin-
ces were certain to receive more in state investment
and transfers than older entities. New office buildings
and infrastructure had to be created everywhere. The
Office of Government has been clear about the vast
amounts being transferred to new subnational units,
offering detailed reports on the divisions of the
budget, property, and administrative systems (VIR
1996; Vietnam News 2003). If conservatives did
acquiesce as a result of targeted transfers, however,
there should be evidence that provinces with compa-
triots in the central VCP received significantly more
than other new provinces.

H4: New provinces with compatriots in the central
VCP hierarchy received more in state investment
and transfers than new provinces without such
connections

In Table 7, I present the predicted transfers for each
province-type. These scores result from panel models,
employing an interaction of Politburo (a dummy for
whether a province has a compatriot in the highest
echelon of the VCP) and Split96 (whether a province
resulted from a split in 1996), along with time variant
and invariant control variables.17 A dummy for
national-level cities is added, as these metropolises
are provided with special funding to address urban-
ization problems. Politburo is preferred to cabinet
officials from the province, which would include too

many members of the reform coalition. But it is still
not ideal, as it only captures only the very top tier of
the VCP. Unfortunately, biographical data on lower-
level VCP members is not uniformly available, so
Politburo is the best available proxy. I study four
different measures of transfers. Column 1 analyzes
public investment for new construction and infra-
structure per capita (GS0 1997–2004). This is not just
a measure of SOE investment, which would be
tautological, as it measures construction contracts
to private and foreign firms as well. Column 2 tests
total transfers from the central budget to provincial
coffers per capita (MOF 2006). Total transfers in-
clude compensatory spending to alleviate provincial
budget deficits. Column 3 disaggregates only central
government transfers for national programs in edu-
cation, environment, and health (MOF 2006). Finally,
Column 4 studies the average annual salary of pro-
vincial officials to see if leaders of new provinces were
compensated directly (GSO 2006). All models specify
dependent and independent variables as first differ-
ences to address nonstationarity.

The first thing to notice about Table 7 is that the
Politburo coefficient is statistically insignificant in every
specification. This implies that there is no difference in
transfers between old provinces that have connections
and old provinces that do not. Split96 is significant in
two models (state investment and national programs),
but insignificant in the other two. This implies that
newly created provinces in 1996 without a Politburo
member received significantly more funding in these
two areas than unconnected older entities. This result
makes sense. New provinces were in immediate need
of state investment for construction to build new
offices and infrastructure. We can imagine that they
were privileged over their older peers.

Most importantly, we can see that the interaction
between Politburo and Split96 is statistically signi-
ficant in every specification. Thus, the impact of
Politburo is conditional on whether the province was
established in 1996. Connected older provinces did
not receive such munificence. This clearly demon-
strates that new provinces with compatriots serving
in the VCP received a bonus in transfers that was
additional to the funding they would have received
for being new. This ‘‘connection premium’’ resulted
in 1% faster growth in state investment per annum,
1.8% faster growth in national transfers, 2.3% faster
growth in national program spending, and a whop-
ping 3.4% faster growth in local government salaries,
continuing long after the initial separation. By 2004,
the total difference in absolute transfers to the five
newly created provinces with central benefactors and

17Full regression results undergirding Table 7 are available in the
online appendices.
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TABLE 7 Transfers by Province Type Predicted Effects from OLS Regression with Panel Corrected Standard Errors

Province Created
in 1997

Compartriot
on Politburo

# of
Panels

1. Public Investment
per Capita

2. Total Transfers
per Capita

3. Health, Education,
& Environment Transfers per Capita

4. Average Salary for
Provincial Officals

(Annual Growth (%),
1997–2004)

(Annual Growth (%),
2000–2004)

(Annual Growth (%),
2000–2004)

(Annual Growth (%),
1997–2004)

Yes Yes 5 10.39 3.47 5.93 21.10
Yes No 11 9.33 1.68 3.65 17.73
No Yes 7 7.95 1.94 3.04 12.90
No No 38 7.87 1.40 2.84 16.10
Standard Error (p value)

of Politburo Dummy
0.29 (0.78) 0.58 (0.35) 0.5 (0.69) 0.29 (0.15)

Standard Error (p value)
of Split96 Dummy

0.27 (0.00) 0.21 (0.17) 0.39 (0.04) 0.27 (0.39)

Standard Error (p value)
of Dummy Interaction

0.54 (0.007) 0.77 (0.10) 0.85 (0.02) 0.54 (0.06)

Number of Observations 427 244 244 427
R2 of Model 0.91 0.67 0.75 0.45

All results are the predicted effects resulting from the following interaction specification, implemented with STAT xtpcse function and fit with panel-specific AR 1 process.
yu ¼ b0 þ b1Politburou þ b2Split96u þ b3Politburou � Split96u þ b4X4 þ b5u þ uu

y represents four transfer types specificied above, indexed by province (i) and year (t). Politburo denotes whether compatriot of provinces sits on Politburo, [Split 96] is a dummy variable
marking whether a province resulted from a separation in 1996. X is matrix of time invariant control variables, including: surface area, distance from HCMC and Ha Noi, and a dummy for
whether province is a national–level city. Z is a matrix of time variant properties, including: share of state sector/gdp, share of population urban, gdp per capita, infrastructure, percentage of
secondary school graduates. First differences were taken to assure a stationary process.
Full Model Results are available in Robustness Test 3 of the Online Appendices.
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the 11 without, across all four dependent variables,
was about $2.4 million per province.

These results provide support to the notion that
conservatives in central positions acquiesced because
of the potential perks that separations would provide
in their homeland, granting them with lucrative op-
portunities for clientelist exchange and perhaps even
kick-backs on some of the construction contracts.

Conclusion

I have argued and tested the proposition that faced
with a classic case of the PRE, reformers in Vietnam
relied on an institutional strategy well known to
scholars of western democracies. They used gerry-
mandering to carve out Nonstate Provinces in 1996
and secured a majority of delegates in the CCOM by
2001, allowing them to pursue a host of radical
policies that propelled Vietnam to an 8% growth
rate and the registration of nearly 200,000 new
private firms by 2007. Gerrymandering even led to
the rejection by the CCOM of an active General
Secretary of the Communist Party—an unprece-
dented victory. All of these events took place without
any changes in Vietnam’s institutional design or the
share of SOEs in the Vietnamese economy. The
reformers simply took control of their Constitutional
right to administer the government apparatus.

Tests of further observable implications of the
gerrymandering theory are upheld. Newly created Non-
state provinces were more likely to favor reform within
their own borders and more likely to send reform-
oriented delegates to represent them in the Central
Committee. The evidence also illustrates that con-
servatives, who might have been expected to oppose the
new borders as a group, acquiesced individually, due
to the possibility of pecuniary benefits from the large
transfers involved in the creation of new subnational
units.

Despite new challenges, reformers have managed
to maintain a majority and Vietnam remains a
stunning example of how PRE can be overcome in
a nondemocratic context. While the tactic cannot be
duplicated exactly in other states, the underlying
theoretical principle can certainly be emulated. Re-
formers wishing to overcome an entrenched opposi-
tion and unite a disparate coalition of potential
beneficiaries from future reform must take advantage
of existing institutional levers. Understanding how to
export this theory requires that the political science
discipline take formal political institutions more
seriously when studying authoritarian countries.
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n văn Bế m .ac Ð .ai h.ôi X cu
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,
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