ay Ninh is a prov-
Tmce in southeast-
ern Vietnam,
contiguous to the south fo-
cal economic zone, having
a natural area of 4,028.12
km2, a population of
1,008,000 (in 2002) and an
average economic growth
rate of 13.17% in the 1996-
2000 period and 11.17% in
2002. The province’s strat-

egy for socio-economic de- -

velopment  affirms: “to
continue to spead up indus-
trialization and moderni-
- zation, first to focus efforts
“on bulldmg socio-economic
infrastructure for rural de-
velopment; enhance the
processing industry; inno-

vate equipment and tech-.

nology in agriculture, trade
and service in order to
meet needs in the people’s
material and spiritual life
and establish necessary
conditions for the province
to become an industrial
province by 2020.”

" To attain the above tar-
gets, the province’s annual
GDP growth rate must
reach over 14% and indus-
trial growth 23-24% by
2005. As a result, the prov-
ince is required to attract
total capital of VND9,000
billion (US$600 million) in
five years of which 75%
comes from local sources
and 19.5% from foreign di-
rect investment (FDI) and
the rest from external
sources. Since the promul-
gation of the Law on For-
eign Investment in Viet-
nam, by December 31,
2002, Tay Ninh Province
had licensed 50 FDI proj-
ects with total registered
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million or 6% of total FDI
of ‘the province. ' As such,
most of FDI projects have
been concentrated on in-
dustrial production.

Over the past years,
the FDI sector has made
mgmﬁcant contributions to
the province’s industry as
follows:

- In the 1996-2000 peri-
od, the average growth in
the FDI sector’s industrial
production value posted
39.56% per year and
helped boost an annual in-
crease. of 23.45% in the
province’s industrial pro-

Table 1 The FDI sector’s value of industrial productlon in Tay th {VND mil, }
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capital of US$231.31 mil-
lion including US$181

‘million realized by the end

of 2002, The industry sec-
tor attracted 42 projects
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projects with total invest-
ment of US$130.15 million
invested in agro-product
and food processing, ac-
counting for 60% of total
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duction value. Neverthe-
less, this trend showed
sign of slowdown in 2001,
but it began restoration in
2002,

Figure 1: Growth rate of industrial production value over year (%)
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capitalized at US$216.49
million, accounting for
949 of total FDI capital (6

FDI in the industry sec-
tor); the agriculture had 8
projects with US$14.82

The above figure shows
the growth in industrial
production value of the lo-
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cal industry and the FDI
sector has the same trend.
Therefore, FDI enterprises
have great contributions to
the province’s industrial
development.

- FDI has created con-
ditions for establishment
of industrial parks and
concentrated industrial
clusters with various sizes
including Trang Bang IP
of which 700 hectares will
be occupied with an invest-

ment capital of US$500
million, creating 50,000
jobs for local workers by
2005; and industrial clus-
ters of Bén Kéo, Trudng
Hoa, Tan Binh (Hoa
Thanh District), Tram
Vang (Gd Dau District),
Cha La (Duong Minh Chau
Dictrict), Thanh Bién
(Chau Thanh District); es-
pecially the establishment
of Méc Bai border eco-
nomic zone where a trade
center and an urban area
are set up on an area of 986
ha. These IPs and indus-

trial clusters will give rise

to new resident areas and
help promote the provin-
cial industrialization and
modernization.

- The ratio of FDI en-
terprises’ industrial pro-
duction value to the prov-

ince  total  production
increased over years (see
Figure 2)

Moreover, if applying
the regression model, we
have the formula:
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Figure 2: The ratio of FDI enterprises’ industrial production value to
the provinee total production (%)

1995 1996

Yox = 416,709.85 +
1.62597 Yy

Where Yey : the indus-
trial production value of
the whole industry

Y;.‘m the industrial
production value of Tay
Ninh FDI enterprises

And R? = 0.99, that is,
the change in FDI indus-
trial production value ex-

1997

1998

plains 99% of the change
in the whole sector produc-
tion. At the same time,

this model indicates an in-

crease of VND1 million in
FDI enterprises’ produc-
tion value will lead to a
growth of VND 1.62597
million 'in the province
production value. As such,
FDI projects in the local
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industry have generated
new motivation to the
province’s industrial and

economic development.
This will be displayed in
Figure 3:

- FDI has also inno-
vated machinery and
equipment in the local in-
dustry. Many enterprises
have installed modern pro-

Figure 3: Tdy Ninh industrial production value over years i

2,500,000

2,000,000

MIiLVND

1,500,000
1,000,000
500,000

0
1995

1997

1996 1998

1999

2000 <2001 2002

=—e— The wholé secior's production value
=8 The FDI enterprises“production value
-. :

EDR 15

AASEL b T e o i

=i



duction lines such as:
France Bourbon Sugar
Mill, Taiwan Tire and

Tube Manufacturing Héng
Phic Company, Thai Tay
Ninh Cassava Processing
Company..In addition,
this competition has forced
domestic businesses to im-
prove their technologies;

province’s total export
value. This figure rose to
US$20.65 million, up 62%
in 2000.

- Over the past years,
FDI enterprises have also
speeded up the process of
economic restructuring in
the trend of increasing ra-
tio of industrial value (see

Table 2: Tay Ninh Prqvinqe's economic structure (%)
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Source: Statistic Yearbook 2002, Tay Ninh Statistic Bureau

thus give impetus to the
sector’s technological inno-
vation.

- FDI enterprises have
invested in the processing
industry (representing
60% of total foreign invest-
ment); established outlets
for agroproducts, espe-
cially sugarcane, manioc,
rubber..; increased farm-
ers’ incomes and exploited
the province’s comparative
advantages. As a result,
FDI promotes both the in-
dustrial and agricultural
progress.

- Foreign investment in
Tay Ninh has also pro-
duced an army of skilled
workers which are able to
adapt themselves to mod-
ern technologies and ad-
vanced management. In
the meantime, this sector
solves a part of labor re-
dundancy in rural areas
and increases competition

orn the provincial labor
market.
- FDI manufacturing

enterprises have made sig-
nificant contributions to
the province’s export earn-
ings. In 1998 these enter-
prises’ export value regis-
tered US$12.76 million,
accounting for 80% of the
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ter plan

Table 2).

Although the FDI sec-
tor has recorded important
achievements as men-
tioned above, it still en-
counters challenges as fol-
lows:

- Most of FDI projects
in Tay Ninh are involved
in processing agroproducts
including sugarcane, man-
io¢, rubber. which are the
province’s staples. Mean-
while, the sectors of elec-
tronics, mechanical engi-
neering, high-tech
industries have not yet al-
lured foreign investment.
In the long run, if there are
not appropriate plans for
these industries, the im-
balance will be inevitable.

- A system of industrial
establishments has not
been set up due to no mas-
of development
investment. Therefore, the

‘ sector capacity has not yet

fully utilized and FDI en-
Lerprises’ competitiveness
is restricted. )

- Although FDI enter-
prises. makes significant
contributions to the prov-
ince’s foreign trade, their
exported products remain
modest. Many plants have
not yet operated at full ca-
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pacity because the input
supply is not stable due to
changing crops. Some proj-
ects give no high results,
even suffer losses. The
technologies imported by
FDI businesses are not
really modern.

- In the current period,
FDI attraction to the prov-
ince’s agricultural produc-
tion and processing indus-
try is facing a danger of
short material supply be-
cause the cultivation area
is fully occupied. Foreign
investment in sites outside
IPs also encounters diffi-
culties due to lack of avail-
able factories, high com-

pensation  costs, and
inadequate amount of
high-gkilled workers

which do not meet require-
ments of foreign investors
in industrial production.

- Tay Ninh is a poor
province as compared to
others in the southeastern
region, 80% of its popula-
tion live on farming. At
present, the province has
only two operating [Ps,
namely Trdang Bang IP
and Maoe Bai border eco-
nomic zone. Although the
Trans-Asia highway has
been completed, the prov-
ince’s infrastructure inside
and outside IPs has not
really allured foreign in-
vestors.

To achieve the objec-
tive of becoming an indus-
trial provinee as laid out by
the Resolution of the Tay
Ninh Party Unit's seventh
gongress, the local govern-
ment is required to accel-
erate the manufacturing
sector. One of key meas-
ures is to continue to at-
tract FDI to enhance in-

dustrialization,
modernization and eco-
nomic restructuring. Ini-
tially, the following meas-
ures should be
implemented:

+ First, to promote co-
operation and partnership
with other provinces in the
southeastern region for in-
dustrial development, es-
pecially those in the south
focal economic region in-
cluding HCMC, a locomo-
tive of the country’s
economy:

The regional partner-
ship will improve the prov-
ince's comparative advan-
tages, generate  new
dynamics and effectuate
labor division for sustain-
able development.

+ Second, to attach im-
portance to human re-
source training to meet for-
eign investors’
requirements, especially
technical workers; train
high-skilled workers who
are able to operate modern
machinery; and
strengthen capacity  of
state officials in the FDI
sectors.

+ Third, to intensify ef-
ficiency of state manage-
ment in FDI and imple-
ment measures of FDI and
trade promotion: soon es-
tablishing the investment
promotion center which
undertakes business regis-
tration by the one-door
model; designing a website
to license investment via
Internet; organizing show-
rooms and taking part in
advertisements, fairs and
exhibitions, investment
workshops.. for major mar-
kets:

[n addition, the govern-
ment gives more incen-
tives to FDI enterprises
and holds  direct talks
with investors to remove
their troubles on time and
raise capacity of operating
projects.

+ Fourth, to continue to
build existing and planned
IPs and industrial clus-
ters; upgrade infrastruc-
tures (roads, -electricity,
water, information, fi-
nance, banking, technical
services..) inside and out-
side IPs; focus FDI on hi-
tech industries such as
electronics and precise me-
chanical engineering. ;pay
attention to those indus-
tries crealing more jubs;
and prioritize investment
projects in processing ex-

. ports.

Once recognizing the
above-mentioned chal-
lenges along with appro-
priate steps in FDI attrac-
tion, Tay Ninh Province is .
expected to achieve its tar-
gets successfully. =





