Committee, the central bank will
promulgate grounds for assessment
of commercial banks' internal in-
spection and audit.

- The banks must train and re-
train their human resource. Ineffec-
tive employees have to be replaced
with skilled ones.’ This is one of nec-
essary measures té restore custom-
ers’ trust. At the-same time, they
plan to improve the competence of
executives so that they can meet re-
quirements of the market economy,
especially for international integra-
tion. They should hire the executive
director on a pilot basis. They will
suggest the Government to offer in-
centives to high-qualified employees
to attract them to work for state com-
mercial banks.

- Local banks should cooperate
with foreign partners having strong
financial position and reputation in
the international market for their re-
structuring. In addition, the foreign
partner also’ 1ntroduces the bank’s
shares to foreign investors.

- Commercial banks are required
to upgrade :their ‘accounting and in-
formation systems to evaluate their
business performance accurately.

- Banks’ healthy and fair competi-
tion must be encouraged and boosted.

- The bank’s autonomy and self-
responsibility. for its performance
must be secured and expanded: this
right is regulated in Article 15 of the
Law on Credit Institutions. However,
the right should be given more de-
tails with'a view to enhancing com-
mercial banks' efficiency. At the
same time, the Government should
reduce its:direct intervention by ad-
ministrative measures. The obliga-
tions and rights of the central bank’s
inspectors must be publicized and
properly implemented in working
with commercial banks.

- To promote inspection and su-
pervision is one of important meas-
ures to keep .commercial banks’
activities safe and effective. Respon-
sibilities, objectives and independent
operations must be specified. The
army of inspectors should be trained,
and retrained to meet the require-
ments of the market economy.

- The role’ of the central bank in
flexible management of monetary
policies should be strengthened: the
system of commercial banks will be
better if. the.:government takes the
following positive measures: estab-
lishing and mamt.au'ung the mac-
roeconomic  environment, giving
assistanee, continuing to renovate
state-owned enterprises and devel-
oping the capital market.=

14 EDR

ome Measures fo Accelerafe
Fiuifization in Vinh Long Province

1. Facts of SOE equitization in

Vinh Long

The equitization is targeted at
improving production and business
activities of enterprises, creating
strong motivation and energetic
management system for them to
make the best use of the Govern-
ment and their capital and assets.
The mechanism of joint stock compa-
nies will help mobilize capital of the
entire society for corporate develop-
ment. Moreover it also enhances the
inspection of shareholders’ money
and harmonizes interests of the
State, investors and workers.

Like other state-owned enter-
prises (SOEs) across the country,
state enterprises in the Vinh Long
Province also indicate ineffective op-
erations. Therefore, the restructur-
ing of SOEs and their equitization is
extremely important and crucial to
their better performance. It also an
urgent problem requiring practical
measures for their efficiency.

The Vinh Long Province authori-
ties had paid special attention to the
equitization of SOEs since 1995 and
officially launched the campaign by
early 1997. Nevertheless, until the
end of 2000, only one SOE went pub-
lic (The Auto Transport Company).
Furthermore, the results gained
from this equitization were very low:
the percentage of state-owned
shares remain too high (86.6%). So
the renovation of business manage-
ment faced a lot of restrictions. Upon
the equitization, the company's
scope of activities was also narrowed
by regulations of the Transport Min-
istry on the utilization term of inter-
provincial long-distance buses. As a
result of this, the company’s shares
were hard to be sold. Until the first
general meeting of shareholders on
October 26, 2000, the company sold
only 6,418 out of total 48,000 shares,
accounting for 13.37%. So far, this
company operates in a perfunctory
manner.

Over a long time from 1997 to
2003, the rearrangement of Vinh
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Long’s SOEs saw no progressive
changes. By 2002, the province had
21 SOEs ruled by the local govern-
ment. Several companies of which
produced profits although their in-
come was not large due to small in-
vestment capital. In the meantime,
the rest suffer losses because these
businesses’ products are not com-
petitive on the market.

According to the road map of
SOE restructuring in 2002 and 2003
which has been approved by the
Government, two SOEs had to be in-
corporated, one SOEs transferred to
the central government’s ruling. In
addition, the province shall instruct
10 SOEs to go public.

Although the province’s Steering
Board for SOE Renovation and De-
velopment had operated actively, by
the end of 2003, the Vinh Long Prov-
ince only equitized two more SOEs,
including the Book and Stationery
Company and the Construction Ad-
vising Company. As such, Vinh Long
has three joint stock companies out
of 21 SOEs. However, those compa-
nies have small equity capital rang-
ing from VND2 to 5 billion. Two
companies going public in the end of
2003 have operated very well and
their shares were sold out. Moreo-
ver, some businesses under equitiza-
tion are facing a lot of challenges.
Their business plans after equitiza-
tion are not firm, and various debts
not yet specified. They consist of the
Agricultural Technical Service Com-
pany, the Export Fine Art Ceramic
Enterprise and the Materials and
Construction Company.

As such, the Vinh Long provin-
ce’s SOE equitization is very slow
and badly affects the province’s
socio-economic growth. The major
cause is that businesses have not yet
reformed their management and
working style in the market econ-
omy, and not yet promoted their
product competitiveness, Therefore,
provincial companies have not yet
tapped potential funds from the loeal
people.
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In 2002, the people’s balance in
bank deposits was four times more
than the equity capital of SOEs
(VND744 billion against VND199
billion). If the source is well utilized,
the province economy will see a ro-
bust growth.

2. Obstacles to SOE equitization

The following factors have hur-
dled and lowered results of SOE equi-
tization in the Vinh Long Province:

‘In respect of businesses: they
deal with bad debts very slowly and
less effectively in accordance with
regulations. Several SOEs fear to
lose theéir interests, so they want to
use the state budget to offset their
loss. Other SOEs face low efficiency
after equitization. The Auto Trans-
port Company, for example, headed
the equitization process but their
performance remained not promis-
ing. This is a main reason for other
businesses’ | hesitance. Moreover,
their shares are slowly sold. This
also made other SOEs reluctant and
they wanted to extend the deadline
of going public.

- The provincial related agencies
have not yet given full attention to
the SOE equitization and not yet
given them appropriate aids.

- When troubles arising in the im-
plementation, the agencies of the
central -government settle them
slowly. - ;

3. Measures .

In ‘my opinions, the following
measures -should be taken to boost
the SOE equitization in the Vinh
Long Province:

-Businesses have to implement
tasks required in the equitization
process as well as complete their go-
ing public as planned. They must
take the initiative in dealing with
bad debts in compliance with law.
Moreover, they should make regular
contacts with competent agencies so
that they may be granted timely
guidelines and supports in overcom-
ing their difficulties.

- The provincial agencies must
give positive assistance to SOEs in
their equitization as follows:

- The Service of Finance helps
businesses with assessment of their
assets.

- The Tax Bureau carries out tax
calculation together with businesses
on time.

- The Services of Industry, of
Transport, and of Construction make

cooperation in assessing related as-
sets.

- The Service of Labor, War Inva-
lids and Social Affairs helps busi-
nesses to settle labor redundancy
before and after equitization.

The central government's agen-
cies should immediately remove ob-
stacles to local businesses in their
equitization process. Over the past
years, the provincial government
had to waste time and energy to wait
for the central government's re-
sponses to its questions.

In respect of businesses, after
they complete equitization, the trou-
ble is they cannot take loans from
banks because they have not yet es-
tablished their ownership of assets
for mortgage.

As a result, relevant agencies are
required to guide them to certify
their asset ownership so that they
are able to borrow money from banks
for working in the change into joint
stock companies.

The Vinh Long Province has been
determined to implement the Gov-
ernment’s decisions on SOE equitiza-
tion. In the process of going public,
businesses face not a few obstacles
such as insufficient understanding,
lack of experience, as well as require-
ment for the central government’s
assistance and instruction. However,
the province’s equitization makes
good progress. Each business to be
equitized can determine its stages
and detailed plans in each stage.

At present, the equitization of
businesses in Vinh Long Province
can be seen in the following table:

The Vinh Long Province’s
authorities, the Steering Board for
Business Reform and Development
as well as SOEs hope they will record
significant achievements in the equi-
tization process in 2004. ®

Business

Steps of implementation

Step 1

Step 2 Step 3 Step 4

1. The Vinh Long Port

2?h.e_.Hous:ing Development
Company !
3. The Construction Company |

4. The Tourism Company

5. The Pharmaceutical and
Medical Materials Company

6. The Rural Construction and
Development

7. The Materials and Construc-
tion Company

8.The Export Fine Art Ce-
ramic Company
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