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Binh Duing Economy in the Globalization

inh Duong Provinee was established in 1997

by separation from Song Bé Province with

an area of 269,544 hectares and a popula-
tion of 1.1 million people. After 10 years of develop-
ment, Binh Duong gained great achievements and
became a success story among Southern provinees
and various lessons. Studying its economic develop-
ment and integration, however, reveals many diffi-
culties and shortecomings that affeet its sustainable
development. Summing up achievements and esti-
mating shorteomings are of great importance to its
future integration into the national and regional
eeonomies,

1. Achievements

Table 1: Binh Dudng and national growth rates

by MEcon. CAO TH]| VIET HUONG

2000-07 and contributed a lot to industrialization
and modernization of its economy.

- The industrialization has helped its economy
change from an agricultural to an industrialized
economy

- Binh Duong is one of the most attractive desti-
nations in Vietnam for foreign investment: From
1898 to Feb. 22, 2008, valid FI projeets have been
found in all provinees in Vietnam (8,753 projects
eapitalized at US$87.545 billion and some US$30
billion of which have been realized. Binh Duong
ranks fourth among the most attractive provinees to
foreign investors with 5919 projects capitalized at
VND37,343 billion run by local companies and
1,685 IFDI projects capitalized at US$9,595 billion,

Source: MPI & Binh Duong Statistical Yearbook

- Binh Duong industrial sector gained the high-
est growth rate (18.01%) in Vietnam in the years

1997-2000 2003 2004 2005 2008 2007
Binh Duang 14.1 15.3 152 154 15.0 15.0
| Viotnam 6.95 7.34 77 84 8.5 _BaB

This achievement is due to preferential treatment
offered to both local and foreign investors along

Table 2: Binh Dugng industrial growth rate compared with other provinces

2000 2001 2002 2003 2004 2005 2008
Binh Duong 208 330 28.2 382 37 275 253
Béng Nai 200 14.8 14.89 18.8 233 242 220
HCMC 15.4 16.7 138 134 139 148 14.3
Eastern South 15.9 158 124 16.9 16.9 16.8 153
| Vietnam 7.5 146 14.8 16.8 16.6 17.1 17.0
Source: General Staustics Office
3. Table 3: Changes in Binh Dudng structure of industry S
Yaar Agricult Manut g and Service
1991 | ic reform started) 33 35.1 31.8
1897 (Binh Duong was hed) 228 50.4 26.6
2000 16.7 58.1 252
2001 151 59.4 255
2002 . 135 60.5 26.0
2003 120 | 62.0 280 |
2004 10.0 L 63.0 27.0 |
2005 B.0 63.8 288
2006 .04 G410 28.86
2007 6.4 64.4 202
Source: Binh Duong Statistical Yearbook
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with good business climate (good infrastructure and
simple procedures)

- Fast development of industrial parks: In 1995,
the only 11 in Binh Dudng was Séng Thin 1 - the
first 112 approved by the Government. Twelve years
later, Binh Duong housed 27 1Ps with a total area of
£.895 hectares and 19 of them have cone into oper-
ation inot including VSIP 1 and 2) and 60% of 1P
arca has been leased.

Up to 2007, there were 1,172 operational pro-
jeets with a total registered capital of US$5,674
million in Binh Duong 1Ps. These [Ps employ some
165,000 laborers (but only 9% of them are local resi-
dents), The fast development has accelerated
changes in the structure of industry and ecconomic
zrowth,

The ceonomic growth of Binh Duong is a result
of many factors, and the most important is its high
competitiveness in comparison with surrounding
provinees. According to the USAI D-financed Pro-
jeet VNCI on competitiveness of small and medium
enterprises, Binh Duong PCI in 2005, 2000 and
2007, was of the highest level in Vietnam.

2. Shortcomings

There are five serious shortcomings.

w. Infrastructure

- Roads and bridges to the south of Binh Duong
are not consistent in terms of structure and size of
their bases and are damaged severely, Roads con-
neeting districts and connnunes are not waell built.
Nearly 50% of steel bridges are oo small to allow
big and container trucks.

- As for river ports, the Ba Lua Port by the Sai-
gon River, between Thudn An District and Thu Diu
Mat Township, was built in 1997 with a capacity of
60,000 tonnes handled a year but it never operates
at full capacity because Binh Lgi and Phd Long
Bridges over the Saigon River are Loo fow to allow
100-ton ships to pass under them.

As for Binh Duang Port on the Déng Nai River,
its construction has been completed to allow
5,000-DWT ships. But big ships meel with difficul-
ties in accessing the port beeause of many low
bridges along the Ding Nai River and various vegu-
lations about waterway traffic.

Generally, most companies in Binh Duong have
to pay high transport cost because of traffic jam.
Causes of this situation are lack of good planning
and cooperation between provinces and regions. 1f
these problems are not solved properly and timely,
communication and trade bevween Binh Dudng and
other provinces and foreign markets will be
hindered seriously

. Power and water supply: The supply of electrie-
ity ig not reliable, especially in dry season, which
produces bad effects on production.

b, Unsustainable devefopment of 1Ps

- 1Ps are not evenly distributed. Most of them
are in Di An and Thu?n An Districts where exist
witle roads to HCMC.

- Lufrastructure inside and outside 1P5 is not con-
sistent, Accommodation, health care and cultural
activities Tor workers are not well developed. Waste
treatment outside [Ps is not good enough.

. Although plans to attract investors are carried
out suceessfully with cooperation between provin-
cial administrative agencies, there is no long-term
and strategic plan to attract both manual and
skilled labors, And as a result, laborers from other
provinces have to deal with various difficulties on
their own: 75.7% of laborers in Binh Duong are not
trained and they ean only acquire short-term labor
contracts and feel no attachment to the provinee
and companies,

- Investors in Binh Duong come [rom 19 coun-
tries and territories but 88% of them are from Asia
and only a handful of investors are from Furope and
America or other developed countries. This means
that Binh Ducng economic growth depends on some
groups of investors. Social order and security are
not good enough to attract investor with high tech-
nologies and financial strength.

- Imbalance shows itsell in proportions of la-
bor-intensive and technology-intensive industries;
use of imported und local raw materials; production
of finished products and raw materials of support-
ing goods; role of producers and exporters; and em-
ployment of elean and polluting technologies.

e Small proportion of the service sector

In the last three years, the service sector ac-
countod for only 28% of the provincial GDP. Accord-
ing to international analysts, the share of this sec-
tor in developing countries is usually below 40%.
This figure in Vietnam in 2007 was 41%. This
shows that the service sector in Binh Duong is very
small, which makes the investment elimate less at-
tractive and reduces ability to increase added
values in goods.

Kspecially, poor quality of such services as
health care, entertainment, finanee, education and
supermarket also discourage skilled luborers from
settling in Binh Duong. Most migrants louking for
jobs in Binh Duong are manual laborers whose need
for spiritual development is low. In my opinion, de-
veloping the service sector and trading in Binh
Duang, especially around IPs is # key to high and
sustainable growth rates which ensures not only in-
dustrialization but also modernization.

d. Pollutron

Pollution has long been a crisis for Binh Duung.
Pollution could be found everywhere, in the air, wa-
ter, Turming land, cities, and factories inside and
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outside the [Ps. [n the report made by Ministry of
Resources and Environment in June 2008, Binh
Duong ranked fourth in terms of pollution. I pro-
vincial government has no economic and adminis-
trative measures to reduce pollution and supervise
possible viclations, this problem in a near future
will affect badly the economic growth in the
province,

e. Poor cooperation between Binh Duong and
other provinces in the Southern Key Economic Zone

This zone was officially established in the 1990s
and its members has increased {rom four (I?ng Nai,
Binh Duong, Ba Ria- Ving Tau, and HCMC) at first
to eight now (Binh Phude, Tay Ninh, Long An and
Tién Giang have been added). Although the Gov-
ernment has formed a management board for the
zone, the cooperation among its members, up till
now (July 2008), is very poor, so they couldn’t reach
their full potentials, and in many cases they en-
gaged in unnecessary and unfair competitions for
investors.

What is the role for Binh Duong in the Southern
Key Economic Zone? What are its missions? These
questions haven't been raised properly when work-
ing out the development strategy, which produces
bad effeets on its competitiveness,

As long as these shortcomings are not solved,
Binh Duong can't gain high growth rates and en-
hance its competitiveness when Vietnam integrate
maore fully into the world market, especially by 2015
when the ASEAN becomes a community like the EU
and all barriers to trade and investment are lifted.

3. Measures to develop the Binh Dudng econ-
omy during the international integration

a. Perfecting the 1 e development
plan

Planning should aim at connecting Binh Duong
to the Southern Key Economic Zone and Southeast
Asia as well in preparation for the birth of an
ASEAN Community by 2015. To perfect its plan,
the Binh Duong government should consider mod-
ernization of industrial production and supply of os-
sential services and materials to the Southern Key
Eeonomie Zone as its principal task.

- The modernization of industrial production
means attracting more projects that employ clean
and high technologies, or produce computers and
spare paris, and substitute raw materials. Some
500 hectares in the 6,150-hectare industrial and
munieipal complex could be zoned for a high-tech
park. In this park priority could be given 1o projects
to build training centers for IT experts and work-
ers. A new program should be worked out to attract
high-tech groups from Singapore, South Korea, the
EU and the U.S,
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Conditions for the building of a high-tech park in
Binh Duong:

+ Zoning should be linked with plans to develop
human resource.

+ An investment promoting program should be
in place,

+ Infrastructure for information fechnology
should be built.

+ Kinds of preferential treatment for high-tech
companies appropriate to national laws and regula-
tions should be worked out with a view to introduc-
ing new policies to potential investors.

+ Provincial Service of Science and Technology
should compile a manual of “Protection for intellec:
tual property” and supply it to investors because
this is one of their concerns.

+ Giving preferential treatment in terms land
use right and tax incentives to schools specializing
in training workers for high-tech industries.

+ A new policy Lo attract experts, managers and
skilled laborers to the high-tech park.

- A logistic center for the Southern Key Eco-
nomic Zone could be conceived as a center that sup-
plies various kinds of materials and services to
companies in this zone.

Biuh Duong is adjacent to the biggest industrial
centers of Vietnum. This zone houses thousands of
companies and investors. The stock of land in Binh
Duong is rather large and many areas have been
zoned for IPs. Some of these areas could be used for
building wholesale centers specializing in supplying
raw materials, capital goods and other services
needed for production and trading,

b. Perfecting methods of making the socioeco-
nomic development plan

This measure aims at enhancing the quality of
long-term and annual development plans and en-
suring good implementation; and reducing inter-
vention in, and support 1o, operations of companies
from governmental bodies as required by the WTO
rules.

- Method of making the socioeconomic develop-
ment plan:

A consultative board beside the provincial gov-
ernment is very necessary and this board may in-
clude representatives from trade associations, [Ps,
communities of foreign and loeal investors, and
even representatives from neighboring provinces.
This board can examine and question the socioeco-
nomie development plan submitted to the provin-
cial government,

+ Step 1: Gathering and handling opinions and
data supplied by the consultative board and provin-
cial bodies,
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+ Step 2: Making a draft of the socioeconomic de-
velopment plan tannual and five-year plans) based
on:

e National socioeconomic development plan

® Soci ic development plan for the
Southern Key Economic Zone

® Opinions from the consultative board

e Opinions from provincial bodies

o |nternational, regional and national economic
predictions

® Fleonomie developments in previous years

+ Step 3: Gathering opinions from provincial
leadership and submitting the draft for approval.

+ Step 4; Implementing the plan and carrying
oul inspection and supervision.

This method puts an end to the current way of
making the plan in which a group of officials of the
Service of Planning and Investment are responsible
for the whole process. The old practice is usually in-
effective and unrealistic because the plan is deter-
mined by personal and subjective opinions while
the implementation of the development plan de-
pends a lot on efforts by companies and the public
instead of ones by provineial bodies.

¢, Upgrading and developing the infrastructure

- 1PPs to the north of Binh Duong must be linked
together in preparation for the building of new
ports in Péng Nai and Ba Ria- Vang Tau. The link
could be the My Phude — Tan Van highway. The
highway can help reduce the traffic on the National
Route 13 and allow companies to transport their
goods to sea ports and airport in possibly shortest
ways.

According to the plan for the Zone, HCMC cargo
ports should be moved to new situations and the
main sea port will be situated in north Déng Nai
and Ba Ria - Vang Tau, The international cargo air-
port will be moved to Long Thanh (Déng Nail This
requires a strategy to mobilize resources [rom proy-
inces in the Zone to build communications. If the
communications in Binh Duong are expanded but
bottle necks in Pdng Nai and HCMC are not en-
haneed, all efforts won't produce intended results.

To carry out well this measure, provinces in the
Zone should work out a joint program o sccure
sources of finance for road building and eolarging
projects, and persuade Ministry of Transportation
and Communications and the SKEZ governing body
to approve their plan, Cooperation with other prov-
inces in the zone, and other pariners, including for-
eign ones, is very important to the development of
communications in the zone, and the economic
growth of Binh Duong as well.

- The shortage of power and unstable supply of
electricity is still a big difficulty to Binh Dusng. The
situation will go from bad to worse when more 1Ps

come mto operation. In my opinion, the provincial
government can persuade the central govermment
to allow the building of a nuclear power plant in a
depressed district, such as Phu Gido, Déng Xoai
with a view to secure a reliable supply of electricity
to the whole zone and turn the depressed distriet
into an industrial center.

Beside these measures, the provincial govern-
ment had better pay attention to the following prob-
lems in order to maintain high growth rate in the
meantime:

+ BEncouraging the private sector 1o engage in
projects to build houses for workers und the build-
ing of public works,

+ In attracting investment projects, priority
must be given to socioeconomic influence ol inves-
tors and their companies, and technologies they
employ (at present, most companies in Binh Duong
are labor-intensive ones).

+ A strategy to develop the human resource is of
great urgency.

+ A plan and an organization specializing in in-
speeting and handling pollution are very necessary.

In short, Binh Duong should carry out various
measures to maintain its growth rate and deal with
suth far-reaching problems in order Lo cnsure a sus-
tainable development when Vietnam integrate
more fully into the world market.
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