MC is considered as the Vietnam’s
iggest economic center. With this advan-
A age, it has been among the list of top des-
tinations for foreign investment since the early
1990s when Vietnam was open to foreign in-
vestors. According to the HCMC Service of Plan-
ning and Investment, however, the FDI in HCMC
has decreased in recent years and showed signs
of promising recovery in mid 2007. There are
many causes of the fall in the FDI flow, but the
main ones are the global economic recession, sat-
uration of strategic investment flows, keen com-
petition between developing countries for the FDI,
changes in investment strategies of investors in
different provinces, and financial health of in-
vestors. This papers wants to discuss two aspects
of the investment promotion in HCMC: (1) efforts
to promote the FDI in HCMC in the past few
years, and (2) strategy to attract the FDI to
HCMC.

Based on numerical data and secondary infor-
mation gathered from statistical offices, the paper
analyses and explains factors affecting marketing
effort to promote the FDI, thereby suggesting
measures to enhance performance of these efforts
in the near future. To support arguments and ex-
planations in the paper, I also interviewed experts
to get their opinions about these measures. Many
authors have analyzed methods and strategies to
promote the FDI in HCMC, so I decided to apply
marketing principles to the efforts. The stress is
put on actual causes of success or failure for the
efforts to promote the FDI in HCMC shared by
many foreign investors. And I hope my suggested
measures are feasible.

1. Marketing effort for foreign investment op-
portunities in HCMC

a. FDI in Vietnam
According to the MPI Foreign Investment Of-
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fice, total foreign investment, including new in-
vestments and additional capital, in Vietnam up
to the end of December 2008 amounted to
US$60.27 billion )some 59 billion were in new
projects). In November alone, the registered FDI
was US$781 million. The manufacturing and con-
struction sector, especially the heavy industry and
oil business, was the  most attractive where
US$32.5 billion were invested. The service sector
came second with total investment of US$26.2
million while the agriculture attracted the least
investment, only US$250 million.

Foreign investors in Vietnam come from over
40 countries and territories and there were 10
groups, according to their nationalities, that put
at least US$1 billioOn in Vietnam. Regarding
number of projects, Malaysia came first with 37
projects (capitalized at US$14.8 billion) followed
by Taiwan with 116 projects (US$8.6 billion), and
Japan with 84 projects (US$7.2 billion). It’s worth
noting that the FDI flow tended to shift from the
service sector to the manufacturing one due to
presence of mega-projects capitalized at
US$14.097 billion.

Table 1: FDI in 1988 — 2008 by forms

(up to Oct. 22, 2008, valid projects only)

Form Prsicat Investment [Chartered capital
s (USS$) (US$)

ﬁ:;‘zign'owned busl- | 7 507 | 83,116,282,190 | 30477328 476
Joint venture 1,782 | 51,155,650,831 14,990,698,967
tgﬁ“”acmd Co0pera- | o5 | 4,582,781,702 | 4,131,962 583
Joint stock companies| 150 3,756,452,718 1,140,922,840
BOT, BT, and BTO 8| 1,710,925,000 456,185,000
contract
Corporation and sub- 1 98,008,000 82,958,000
sidiaries

Total 9,673 |144,420,100,441 | 51,280,055,866

Source: MPI Foreign Investment Office
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b. FDI in HCMC:

According to the HCMC Statistic Office in
2008, over 500 FDI projects with a total invest-
ment of US$8,252.2 million were licensed. Com-
pared with the same period of 2007, the licensed
project rose by 9.8% (+45 projects) and the invest-
ment by 3.6 times. Foreign-owned businesses ac-
counted for 71% of the projects. The most
attractive fields were real estate (92.5% of the
total investment); manufacturing sector (59 proj-
ects and US$69.5 million); construction (89 proj-
ects and US$66.7 million); transportation (37
projects and US$19 million); and health care
(three projects and some US$400 million). The av-
erage investment in a project was US$9.12 million
(see Table 2). In addition, 110 projects were al-
lowed to increase their capital and US$197 mil-
lion were added to their investment. This proves
that the business climate in HCMC was still at-
tractive to foreign investors, especially its realty
and service sectors.

HCMC kept leading the way in mobilization of
FDI in 2008. Licenses were granted to many
major projects such as the ones to build the inter-
national campus Berjaya (US$3.5 billion), Thi
Thiém Software Park (US$1.2 billion); District 10
Financial Center (US$930 million), Real Estate
and Software Development Project by Viét- Nhat
Company (US$610.3 million); and high-tech
health care center (US$400.5 million). The said
five projects had a total investment of US$6,640.8
million.

Table 2: Ten leading destinations for FDI in
1998 — 2008 (up to Oct. 22, 2008, valid projects only)

k] estination] " | AT | oo oo8)
1 HCMC 2,713 | 25,297,241,514 | 9,117,558,029
Ba Ria —
2 |Ving Tau 161 | 15,556,779,896 | 5,244,663,861
3 | Ha Naéi 1,275| 17,067,521,855 | 6,979,833,740
4 |Dbéng Nai 959 | 13,527,649,779 | 6,400,687,017
5 | Ninh Thuan 16| 9,947,716,566 | 831,467,678
6 |Binh Duong | 1,700 | 9,451,965,339 | 3,791,984,207
7 |HaTinh 11 7,920,755,000 | 2,718,460,000
8 | Thanh Hoa 34| 6,961,712,144 448,221,987
9 |Phu Yén 39| 6,291,446,438| 1,419,858,655
10 | Hai Phong 298| 2,893,294,305] 1,218,048,520

Source: MPI Foreign Investment Office

¢. Marketing efforts in HCMC:

The best part of the FDI in HCMC in recent
years has flowed to real estate, restaurants and
hotels while the HCNC government tried to turn
the city into a real financial and education center
and an international port. At present, there are
many investment promotion centers, corporate re-
lation services, investment consultancies and fund
management companies in all sectors. In the pub-
lic sector there are two important organizations
under the HCMC People’s Committee that operate
in this field:

- Investment and Trade Promotion Center
(ITCP) acts as an agency that facilitates and ori-
ents flows of investment from both foreign and
local sources, holds trade fairs at home and
abroad, and organizes workshops and conference
on business opportunities in HCMC. In recent
years, it has contributed a lot to increases in the
FDI flow to various industries in HCMC. In addi-
tion, it has established relations with such part-
ners as EuroCham, AmCham, Jetro, IE Singapore,
UN-ESCAP, CBI, Swiss Contact, CanCham,
BelCham, KOTRA, Austrade and over 30 trade
and investment promotion centers from all over
the country.

- Vietnam Chamber of Commerce and Industry
(VCCI) — HCMC Office has carried out various ac-
tivities to publicize and enhance public images of
Vietnam’s companies, businesspersons and goods
and services, offer services needed for business de-
velopment, help local companies develop their
business at home and abroad by introducing them
to foreign partners and providing them with in-
formation and advices, carry out market re-
searches, hold workshops and conferences;
exhibitions and trade fairs; launch advertising
campaigns and other business promoting opera-
tions.

Close cooperation between investment consul-
tancies and investment funds in HCMC and in-
vestors has developed through direct and indirect
relations. HCMC, however, still suffers inadequa-
cies that affect badly the flow of FDI, such as poor
infrastructure, red tape, and slow land clearance,
and in 2008 particularly, transport and traffic, and
badly-run ports.

Foreign investors usually consider long-term
advantages, instead of short-term ones, and
HCMC is not an exception. Many surveys among
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foreign investors show that they are determined
to do business in Vietnam and believe their li-
censed projects are highly feasible and productive.
They think that present difficulties (deflation,
poor infrastructure, badly-trained labor, and red
tape) are temporary. They put their trust in pos-
sibility of development in long and medium term
and will make more investment in Vietnam.

2. An analysis of HCMC business climate

a. Strengths:

- As an economic and scientific center with
close relations with the Southern Key Economic
Zone and potentials for better communications,
development of the HCMC can lead to growth of
the whole Zone.

- HCMC authorities are active and have long-
term vision and ability to adjust to changing busi-
ness climate.

- Infrastructure in HCMC is still better than
in other provinces.

- Labor force in HCMC has ability to absorb
new knowledge and technical advances, part of
them has acceptable expertise and productivity.

- Many experts and managers can run effec-
tively major foreign-invested projects.

- Foreign investors usually choose HCMC as
destination for their investments and consider it
as the most remarkable economic and cultural cen-
ter in Vietnam. -

- Technology-intensive and hi-tech industries
of high competitiveness in HCMC show an upward
tendency while labor-intensive industries factories
depending on local raw materials move to sur-
rounding provinces.

b. Weaknesses:

- According to many economic experts, change
in HCMC structure of industry in recent years has
been slow, economic growth hasn’t been stable,
competitiveness poor, and employment of existing
resources less effective. In addition, managerial
skills of high-ranking officials in HCMC are not
effective enough to cope with changes in the busi-
ness climate and requirements posed by investors.

- Traffic congestion has gone from bad to
worse, which may discourage foreign investors
who look for business opportunities.

- Technical infrastructure is overloaded, and
frequent black out causes difficulties for producers.

Economic Development Review - July 2009

FOREIGN & OVERSEAS INVESTMENT

R R O B S R T R P e T e s

Road accidents, social evils and crimes tend to in-
crease. Pollution gets more and more serious.

- Administrative reform is carried out slowly,
and the red tape is still a nightmare for both for-
eign and local investors.

c¢. Opportunities:

- HCMC growth rate in 2008 was 12.6%, higher
than the target of 12% set for the period from
2006 to 2010. According to the VCCI, HCMC
ranked 13th in terms of PCI in 2008, that is,
among provinces with good competitiveness. This
may be one of factors that persuade foreign in-
vestors to select HCMC as destination for their
investment. ;

- HCMC business climate is favorable. Compe-
tition is keen and market develops well, which
may make foreign investors feel confident in its
potentials for further developments.

- According to the development strategy
adopted by the HCMC government, HCMC will be
developed into a city of Asian standard by 2020
and offer better opportunities in foreign trade,
building of ports, and supporting services. Present
promotion activities can tap future potentials.

- The FDI is considered as central to long-term
development strategy and the HCMC government
tries to ensure equal opportunities for all investors
without discrimination.

d. Disadvantages:

- - Vietnam is facing certain difficulties (high in-
flation rate, wide trade gap, increasing budge
deficit, failure to work out a stable monetary pol-
icy; with affects hadly the HCMC development
program.

- According to an annual JETRO report, rental -
of houses for high-ranking officials and offices in
HCMC is of the highest level in Asia (equal to Sin-
gaporean average rental and twice as high as the
one in Seoul), and labor cost is higher than the
one in surrounding provinces. Such costs may hin-
der the FDI flow.

- Programs to attract the FDI and carry out
long-term investment promotion by both official
agencies and investment consultancies are not
specific enough and measures they take are not
consistent.

- Readiness of companies to launch marketing
campaigns and receive the FDI is still lacking.
Most companies have no strategy to integrate into
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the world economy and take opportunities brought
about by the FDI.

- There is no staple and unique product, espe-
cially manufactured ones, from HCMC.

3. Strategy to market HCMC investment oppor-
tunities

a. Objectives:

- Contributing to successful implementation of
the development strategy set for HCMC from now
to 2020.

- Suggesting strategies and orientations for fu-
ture development based on the above analysis.

- Encouraging increases in quantity and quality
of future FDI projects in HCMC.

- Helping improve the PCI of HCMC in the
coming years.

b. Criteria for suggestion of marketing strate-
gies on investment opportunities in HCMC:

- Appropriate to principles of marketing- mix
operations.

- Able to link HCMC comparative advantages
with long-term positive effects in order to create
higher added values compared with the present
ones.

- Based on opinions from foreign investors and
experts about realistic strategies.

- Appropriate to criteria for estimating the PCI
2008 offered by the VCCI with a view to working
out a strategy based on HCMC conditions.

- Able to link present investment promoting ac-
tivities with strategic marketing activities to work
out a marketing program to attract the FDIL

c. Suggested core strategies:

- Paying full attention to investors’ needs: In-
vestors should be considered as central to all mar-
keting efforts when they are conceived and
implemented as well. In the overall development
strategy, the HCMC government should pay full
attention to the task of attracting the FDI. Regu-
lar and specific operations could be direct meet-
ings, discusses of, and researches on difficulties
suffered by investors and business circles as well
with a view to solving them basically. In addition,
the HCMC government should create favorable
conditions for investors and their families’ stay in
HCMC. The HCMC Service of Planning and In-
vestment has started providing them with special
cards that allow them to complete customs formal-

ities more quickly. This can be considered as a
useful effort to facilitate investors in their opera-
tions. Vietnamese expatriates can be considered
as potential investors and appropriate programs
must be worked out to persuade them to start
their businesses in Vietnam and HCMC in partic-
ular.

- Developing industries with comparative ad-
vantages: The general future direction taken by
the HCMC government is to concentrate on four
services with high growth rate. They are finan-
cial- banking service, tourism, post and telecom-
munications, and transportation — warehousing
because they are considered as services of better
competitive advantages in comparison with sur-

‘rounding provinces. In the coming years, new poli-

cies should be adopted to attract the FDI to the
service sector and hi-tech industries with a view
to create higher added value. Key fields are IT ap-
plications, bio- technology, electronics, new mate-
rials, telecommunication, and socioeconomic
infrastructure. These fields, with their competitive
advantages, can create a lot of new jobs and help
change the HCMC structure of industry more ef-
fectively. In addition, the HCMC government had
better limit licenses granted to labor-intensive
projects because they employ obsolete technology
and produce low added values, and pay more at-
tention to protection for the environment. Certain
handicrafts with long traditions should be sup-
ported properly and financial incentives may be
offered to investors who are interested in such
businesses.

- Differentiating comparative advantages over
other countries and provinces: Competitiveness of
HCMC exports must be enhanced, which is a way
of attracting the FDI. Developing systematically
HCMC into a service center (according to four
principal directions) is necessary. One of precon-
ditions is to carry out measures to improve the in-
vestment climate with a view to enhancing
strengths of HCMC. In addition, new policies to
encourage production of exports by existing FDI
companies, especially the ones employing high
technologies.

With its own advantages and efforts to differ-
entiate itself from other provinces as destination
for the FDI, the HCMC government should try to
attract investors with financial strength, give pri-
ority to projects employing modern technologies,
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and above all, consider their long-term commit-
ment.

- Internal cooperation for development: Expe-
rience of promoting the FDI from ASEAN coun-
tries is worth learning. Singapore and Thailand
are good examples of close cooperation between
tourism and investment authorities in promoting
both tours and investment opportunities. In
HCMC, this experience may be useful when the
HCMC Service of Planning and Investment under-
takes the task of promoting tours and opportuni-
ties to invest in various industries, including
culture and education. Foreign investors can get
information, find partners, and need only submit
their documents to the Service of Planning and In-
vestment. This Service will handle the document,
submit them to the HCMC People’s Committee for
approval if need be, and send written answer to
the investors instead of forcing them to work with
too many municipal dgencies and offices.

To achieve such a one-stop service, the HCMC
government should require its subordinate depart-
ments and services to cooperate with one another
effectively and actively. What most foreign in-
vestors expect now is a new mechanism adopted
by the HCMC government that can help them ful-
fill administrative formalities and carry out land
clearance quickly, and find necessary resources
(labor force, business partners, or sources of fi-
nance), so that their projects can come into oper-
ation as soon as possible.

- Developing the human resource: The human
resource and its quality is an important concern
for investors. HCMC authorities should work out
long —term plans to develop an army of officials
specializing in promoting the foreign investment,
and a high —quality human resource, including
managers and technicians who can work in mod-
ern facilities and factories. Universities, technical
high schools and vocational centers had better
take part in training laborers needed for key in-
dustries in HCMC, such as electronics, software,
automation, included in the HCMC development
strategy. Beside expertise and skills, the new gen-
eration of laborers must be also trained in work
ethics because it was what foreign investors com-
plained most in the past when they carried out
major projects, and many of them have withdrawn
their investments because of this problem.

- Developing satellites: HCMC, in the middle
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of the Southern Key Economic Zone, is a hub of
important resources and a gate to foreign markets.
These advantages allow HCMC to establish close
relations and cooperation with other provinces by

estimating exactly advantages of each province,

making the best use of these advantages, and act-
ing as a middleperson between foreign investors
and other provinces. By gathering and analyzing
information, attracting various resources, and de-
veloping the infrastructure, HCMC can develop a
system of industrial centers as satellites around it
for a sustainable development for the whole zone.

4. Conclusion

HCMC has long been considered as a locomo-
tive of the Vietnam’s economic train. In recent
years it has succeeded in maintaining a high
growth rate and playing the leading role in FDI
attraction. Realities show that the FDI not only
acts as a dynamic of the HCMC economy but also
affects all aspects of the HCMC life (the environ-
ment, education, culture, arts, and social affairs,
ete.). The problem with HCMC marketing efforts
is how to maintain the annual growth of this
source of capital, and differentiate itself from
other provinces in order to attract foreign in-
vestors and achieve targets set by the HCMC de-
velopment planms
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