Fmrn initial progress
and remaining troubles in

53 industrial park
infrastructure
development  companies

(IDCs) across the country
(see previous issues), we
draw some necessary
experience for the
establishment and
development of IDCs.

Firstly, IDC is a deci-
sive factor for the indus-
trial park’s (IP) success.
Therefore, the decision on
what is viable of capital,
staff, marketing to man-
age the IP infrastructure
is erucial to the IP effec-
tiveness.

Secondly, the right un-
derstanding of every level,
branch in provinces and
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cities about the IP estab-
lishment and local govern-
ments’ energetic
assistance are precondi-
tions for IDCs to reach
their targets.

Thirdly, the Govern-
ment’s support to IDCs
(such as capital, land rent,
tax, ete.), especially for
central provinces and less
developed ones is an im-
portant inecentive to IDCs.

Fourthly, the site
clearance for IP construc-
tion is convenient at
places IDCs and local gov-
ernments reach concensus
in planning, satisfactory
compensation prices and
creating jobs for workers
there.

Fifthly, it is a good
lesson to use investors’
prepaid land rent to ex-

pand the IP as we are fac-
ing financial difficulties at
present.

Sixthly, the IP location
is very important to IDC’s
business performance.

The IDC’s operations
will decide the IPs
growth. If it works inef-
fectively in management,
capital mobilization, in-
vestment attraction and
marketing, the IP's area
will not be fully covered.
As a result, the IDC may
be in red and bust. There-
fore, the IP authorities
should make appropriate
plans and solutions to
help IDCs soon lease the
whole IP area. This is re-
ally problem to current
IPs in Vietnam.

Although it is not a
long time to make an ex-
act conclusion to the new
economic model, but evi-
dences of 53 IDCs in the
past years also give us
precious lessons to build
IDCs.

From those evidences,
we should devise meas-
ures to help IDCs remove
their obstacles. Some are
suggested as follows:

Capital
We should think in-

vestment in the IP’s in-
frastruture is not only a
real estate business to
earn profits. In contrast,
the infrastructure con-
struction is a requirement
to attract domestic and
foreign investors into the
IP. The major revenues
for the State budget are
derived from production of
firms in the IP. From that
view, the Government
should make some consid-
erations:

Regarding places with
favorable conditions for
attracting foreign capital
such as southern focal eco-
nomic region (HCMC,
Béng Nai, Binh Duong,
Ba Ria-Vang Tiu) and
northern focal economic
region (Ha Néi, Hai
Phong, Qudng Ninh), local
investors could be permit-
ted to invest in building
the IP infrastructure. Be-
sides foreign partners
could enter joint ventures
with local businesses to



develop IP infrastructures.

As for less developed
regions such as central
provinces, Central High-

lands, Southwestern re-
gion and other northern
regions, the Government
should pour its funds in
building the IP infrastrue-
tures. Foreign loans and
long-term  soft  loans
should be given to those
investing in these regions.
With the supports, these
challenging regions can
have a chance to build
their own IPs and imple-
ment the national indus-

trialization and
modernization.
The Government

should alse grant suitable
funds to investment in
projects outside the IP or
accept flexible forms to
generate capital such as
bartering land for infra-
structure, BOT (Building-
Operate-Transfer),

permitting the IDC owner
to enjoy financial prefer-
ences including tax credit
when they pour their
money in setting up works
%gtside and serving the

The establishment of
IP infrastructure develop-
ment assistance funds
need be implemented pi-
lotly in some provinces
and cities. The capital for
these funds is derived
from the State Treasury
(the prescribed capital),
local enterprises’ contribu-
tion, soft loans, real estate
sales and others.

In addition to these
sources, the Government
should allow the equitiza-
tion of IDCs and sales of
shares and bonds so that
the public could invest in
building the IP.

The reletting of the IP
land will help solve ac-
tively the IDC’s capital
problems and seduce in-
vestors to the IP more
easily. This flexible prac-
tice should be given guid-
ance in writing of related
ministries and branches.

To survive in the re-
gion competition of invest-
ment alluring, in addition
to joint ventures with for-

eign partners in setting
up IDCs, the Government
could consider to apply
other forms such as allow-
ing private domestic and
foreign companies to form
their totally-owned IDCs
in difficult regions with
poor infrastructures. By
doing so, we would over-
come current problems of
investment capital and
marketing to attract for-
eign investors into Viet-
nam.

These said measures
would be a breakthrough
to beef up less developed
and challenging regions in
the country. And only the

great in-

Government’s
vestment in these loca-
tions helps them to

narrow the gap between
the country’s regions.

Concensus and uniformity

Leadership of every
levels, especially of re-
lated authorities should

reach concensus and uni-
formity in setting up the
IP and prevent hurdles
caused by themselves,
planning  compensation,
assistance policies when
clearing site for the IP
‘construction.

New firms operating in
the IP should be arranged
in line with the plan,
avoiding scattering and
polluting the environment.
The IP authorities should
apply one-door policies to

help investors save their
energy and time.

When devising pre-fea-
sibility studies, the build-
ing of infrastructures
outside the IP should be
clarified and regulated as
a ground for planning lo-
cal funds of capital con-
struction.

These above issues if
uniformly resolved will
have good effects on the
IDCs’ operations and help
attract more foreign in-
vestors into the IP con-
struction. In constrast, the
IDC will incur losses and
may go bankrupt.

Policies

The Government
should soon perfect a legal
framework for the IDC to
operate easily, legally and
in line with international
common practices, espe-
cially in Dung Quat IP
and Hbda Lac High-tech
IP. Currently, there are
still vague policies on the
lending, leasing and relet-
ting land, compensation
for site clearance, moving
factories from cities to
IPs...

The issue of Decree
7/1998/NB-CP and Decree
10/1998/NB-CP has
helped improve the in-
vestment climate. How-

ever, the relevant
ministries and branches
has not yet completed

their guidance for the exe-
cution.

. Partnership and location

The IP construction re-
quires huge funds and
skilled staff who are good
at captivating local and
overseas investors to build
firms in the IP. The deci-
sion on local IDCs and
foreign partners is deci-
sive to the IP perform-
ance. Some joint ventures
have picked up fruitful re-
sults in building IP infra-
structures due fo choosing
right partners who have
potential finance, market-
ing experience, wide deal-

ing network and prestige
on the market.

The location for IP
construction should be
taken into careful consid-
eration, In theory, if the
location is properly deter-
mined, entrepreneurs will
hold 80% their success.

In short, the IP infra-
structure development
company is a new eco-
nomic model arising in
the open door process. Al-
though few companies
started operation, but they
offered us some precious
lessons so that we con-
tinue to perfect policies
and legal framework with
the aim to intensify this
model for the national in-
dustrialization and mod-
ernization®
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