TOPIC:RESTRUCTURING THE GOVERNMENT MONOPOLIES

panies of all kinds

and forms have been
established in Vietnam.
Their competition ‘has
helped accelerate the eco-
nomic growth and improve
the living standard. Their
organization, however, has
revealed many shortcom-
ings that affected badly
the business performance
and prevented them from
coping with changes in the
business climate. That is
why measures to restruc-
ture companies become ur-
gent.

In recent years, com-

1. Shortcomings of the’
organization of compa-
nies

a. The organization of
state-owned corporations
and comparfies is usually
based on horizontal rela-
tions between administra-
tive bodies instead of on
cooperation, with the re-
sult that they fail to cope
with changing situations.

b. Rights and duties of
units, individuals and vari-
ous levels of management
aren’t clarified. Rights ar-
en't delegated (or dele-
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gated poorly) to subordi-
nates. Information system
is separated from govern-
ing system, which hinders
the development of the
company.

c. Rights aren’t linked
with duties, which makes
it hard to determine who
are responsible for fail-
ures.

d. Most state-owned
companies are overstaffed
while delegation of work
isn’t clear enough, which
leads to conflicts between
departments and between
managers.

e. Assets belonging to
the corporation and its
subsidiaries aren’t divided
and defined clearly. Legal
entities held by the corpo-
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ration and by its subsidiar-
ies aren’t ensured, with
the result that the corpora-
tion, along with its sub-
sidiaries, isn’t a unified
force.

f. The corporation not
only controls part of the
share capital of subsidiar-

“ jes, but also provides them

with market shares and
necessary know-how,
while policies on the public
sector (relating to capital
accumulation, reinvest-
ment, amortization, busi-
ness autonomy, ete.) fail to
help the corporation and
its subsidiaries develop
into a strong group.

2. On a reform in the
public sector

The reform, or restruc-
ture, in this sector must
aim at improving the busi-
ness performance and
competitiveness, and mak-

" ing state-owned companies

a real instrument for mod-
ernization and industriali-
zation; and developing the
socialism-oriented market
economy.

Companies in the pub-
lic sector could be divided
into the three following

groups:

(1) The State holds the
whole share capital of com-
panies cperating in indus-
tries that must be under
government monopoly or
beyond the reach of pri-
vale companies; and
defense-related industries.
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Companies of  this
group couldn’t be privat-

" ized or go public and they

operate according to the
State-Owned Companies
Law.

(2) The State holds the
whole, or more than half
the share capital of compa:
nies operating in key in:
dustries that determine
the sustainable develop
ment and serve the good o
the community. They in
clude mostly large-scal
@ompanies accounting for
major budget income anc
leading the way in applica
tion of high technologies.

Companies .of thi
group could be privatize
with more than half th
share -capital held by thi



|
State; or turned into lim-
| ited companies totally con-
- trolled by the State; or
| turned into joint stock
| companies whose share-
|| holders are state-owned
| companies operating ac-
| cording to the Companies
, Law.
g (3) The State doesn’t
. invest in; or hold any
| shares; or hold only a
| small number of shares of
companies of this group. It
| includes companies that
| don’t operate in industries

|| mentioned groups; and
| | companies suffering losses
|| for years and failure to pay
~ taxes and other [inancial
nbhgatmns
/ Companies of this
~ group could be privatized,
- sold, leased, dissolved, or
- merged with others.
1 As for state-owned cor-
 porations established by
- PM Decisions 90 and 91 is-
" sued in March 1994, they
Imust have big legal capi-
~ tal, ability to mobilize
'.5-.1 various sources of finance,
~ close relations and coop-
- eration with other part-
' ners in various industries,
j‘ modern technologies and
~ management methods,
| high  productivity, and
- strong competition on both
foreign and domestic mar-
i kets. If they fail to reach
these standards, they
~could be restructured or
'turned into other forms of
- state-owned companies.
- The State had better
'maintain or establish
. state-owned companies in
“'the following industries:
oil exploitation and refine-
‘ment; fuel trading, produc-
‘tion and distribution of
‘electricity and’coal, metal-
Nurgy, engineering, ‘ce-
~ ment, post- telecommuni-
|cat10ns aviation, railroad,
'shipping, chemicals and
fertilizer, pharmaceutical,
~construction, food trading
. and processing, banking
| and insurance.
~ As for state-owned cor-
‘porations of smaller scales
(under VNDB500 billion) op-
- erating the above-
- mentioned industries, they
could be dissolved or re-
~structured by turning into

other form of companies
regulated by the Compa-
nies Law.

In industries where
conditions are favorable
enough, certain corpora-
tions could be merged into
economic  groups, espe-
cially in oil, telecommuni-
cation, electricity and con-
struetion.

3. Reforming the estab-
lishment of state-owned

companies

Most state-owned com-
panies could be established
as joint stock companies
according to the Compa-
nies Law. The establish-
ment of new companies is
only under consideration
when the cases are urgent,
conditions are favorable,
and the industries in ques-
tion are of key positions.
The State had better es-
tablish new companies
only in industries which
the State want to monopo-
lize or are beyond the
reach of private compa-
nies. The establishment of
new public utility ecdmpa-
nies must be considered
strictly with a view to sup-
plying good services and
commodities to the public;

Procedures for estab-
lishing new state-owned
companies must ensure
good control for the State
and prevent poor business
performance and structure
caused by unruly establish-
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ment  of
companies.

In the coming years,
the number of new state-
owned companies is not
high, only one governmen-
tal body is needed for esti-
mating establishment
plans. This body is respon-
sible to the central govern-
ment and the establish-
ment of new state-owned
companies, after getting

. state-owned

-approval from the gover-

ment, will be carried out
according to current regu-
lations.

4. On policies on state-

owned companies

To ensure fair competi-
tion and encourage auton-
omy in business, the State
had better cut all subsidies
to state-owned companies
and give preferential
treatment through the tax
policy if need be. For the
time being, necessary
measures must be taken to
handle debts owed by
state-owned companies to
banks and public funds. Af-
ter that, a debt and asset
management company
could be established to
deal with this problem.

Anti-trust and Fair
Competition Laws are
much needed for protect-
interests
and encouraging compa-
nies from all sectors to
compete and cooperate
within the framework of

law. In addition, the State
should develop a ‘mecha-
nism for controlling prices
and regulating super-profit
and avoid letting only one
state-owned company op-
erate in monopolized in-
dustries.

After restructuring
state-owned  companies,
the State must provide
them with necessary start--
ing capital and stop requir-
ing them to make contribu-
tions to the budget,
thereby encouraging them
to operate in the same
manner as private compa-
nies. No more capital could
be supplied, and if any, it
must be considered as in-
vestments on the condition
that they are productive
enough.

All state-owned compa-
nies must ensure annual
audits carried out by inde-
pendent auditing compa-
nies. Auditing result will
serve as a legal basis for
estimating the business
performance and possibil-
ity of surviving of the com-
panies.

We believe that strong
measures could enhance
the public sector and help
them compete fairly and
successfully with all rivals
on both foreign and domes-
tic markets, thereby inte-
grating the Vietnamese
economy into the world

market and ensuring the
socialist orientation of the
economy.®






