|. SOME OBSERVED FIGURES

Péng Nai is an angle of the
southern  development triangle,
steadily remained at high and firm
growth rate over the past years. Its
GDP grew at 14.1% in the period
1991-1995 and 15.4% in 1996-1997
and 13.7% in 1997 alone, in which
the industrial output increased by
22%, agriculture 4% and service
10%. In particular, the foreign-in-
vested sector saw a fast rise, ac-
counting for 13-17% of local GDP.
The province’s economic structure
gradually changed in favor of indus-
try, service. All sectors have made
efforts to boost their competitive-
ness on the markets.

In the first half of 1998, the
province still maintained the pace of
production and business, improved
the people’s living standard, secured
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social stability and created jobs for
the workers.

However, the performance is be-
low the planned target and the out-
put of last year’s first six months,
mainly in agriculture, industry, in-
vestment, construction and revenue
of the state budget.

The industrial output reached
456% of the year’s plan, a year-on-
year increase of 16.7%. The cen-
trally-run industry rose by 7.8%;
local one up by 6%; foreign-invested
one 25% and non-state one 7.8%. In
addition domestically-owned sector
grew by 7.6% and foreign-owned one
25%. In the past half of this year,
there were 49% of locally-run firms
and 56% of centrally-run ones hav-
ing higher productivity. Although
the industrial growth rate is more
than the national average but the
rise is lower than that of previous
years.

by NGUYEN HUU NGHIA

Farming: In the winter-spring
and summer-autumn crops, the
province’s 68,861 hectares were cul-
tivated, making up 57% of the year’s
plan, up 2% over the same period.
In which food plants were equal to
99% of the same period, foodstuff
plants up 4% and industrial ephe-
merals up 16%. In general, plants
such as rice, vegetables and beans
of various kinds and tobacco reached
or exceeded the target and rose as
compared with the same period.

Husbandry: Breeding poultry
and aqua-products lkept on rising.
The farm stimulation was paid spe-
cial attention. State-owned enter-
prises actively applied technological
achievements in strain. Farm serv-
ices were provided on time and uni-
formly.

Investment in capital construc-
tion: The total realized funds for lo-
cal capital construction might drop

by 23.9%. In which
the locally-owned sec-
tor rose by 13.6% and
foreign-owned one fell
by 27.8%.

Foreign trade: The

total  export-import
turnover stood at
43.3% of the year’s
plan, up 8.2% over a
year earlier. In which,
the local firms
reached 39% of the
year’s plan, decreas-
ing by 7.4%; central
firms 43.5%, up 9.6%
and representing 90%
of the province's for-
éig].] trade volume.

Il. CAUSES

1. The locally-run
and centrally-run
firms though innovated their equip-
ment and technologies but their pro-
duction lines were still obsolete and
slowly renewed to meet the eco-
nomic development and raise their
competitiveness. Raw materials for
production were scarce; input prices
were unreasonable; consumer mar-
kets shrank; remarkably most of
firms did not yet make long-run
strategy to compete against their
counterparts on the local and over-
seas markets; the number of produc-
tion enterprises increased, mainly
due to the impact of the Govern-
ment’s situational measures (such as
ban on importing and exporting
some commodities, adjustment of
tariff rates and so on) and remain-
ing deficiencies in production and
business of the previous years.
2. The foreign-invested sector
though still grew but concealed dan-
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gers which could pull down the
growth rate. Foreign investors are
facing the regional financial crisis,
so there were less investrment pro-
jects and big exporters such as
Sanyo, Teakwang, Changshin,
Phouchen...suffered a drop in orders
from abroad. Many firms operated
perfunctorily or reduced working
shifts (such as Toonglkook, Hyosung,
Nestle...). Newly-licensed projects
were slowly developed, some large
projects also stopped construction as
Koolon textile project or lengthened
the process as Amata power plant.
If the regional financial troubles are
not soon overcomed, many workers
will be dismissed in the coming
time (some 3,000 workers may lose
jobs).

3. The industrial and farm pro-
duction faced tough times; this year
drought is more severe than pre-
vious years, so water shortage and
forest fire occured. So far, the prov-
ince’s over 30,699 ha of plants are
in short of water, of which 5,766 ha
of plants are withered and dead (in-
cluding ephemerals and perennials)
chiefly in distriets of Xuin Léc,
Théng Nhit, Binh Qudan, Long
Khidnh...Drought hit mainly peren-
nial areas and those newly planted
in 1996-1997: 2,446 ha of dead cof-
fee trees, 14,758 ha of dried coffee
trees; 1,692 ha of dead fruit trees;
238 ha of dead rice, 33 ha of dead
vegetables, 190 ha of dead sugar-
canes, 3,114 ha of withered sugar-
cane. The province incurred losses
of 2,987 tonnes of paddy, 216 tonnes
of maize, 5,682 tonnes of coffee
beans, 94,005 tonnes of sugarcanes,
11,359 tonnes of fruit..The total
losses amounted to VND177.9 bil-
lion.

The prolonged drought has
caused great damage to agro-for-
estry production, many processing
firms had to reduce or halt produc-
tion and laid off workers because
they faced a shortage of raw materi-
als, poor competitiveness, and dol-
drums as well as regional financial
crisis.

4. The province’s capital con-
struction was downsized, mainly be-
cause the foreign-i invested sector
have been badly affected by the cur-
rency meltdown in Asia and foreign
investment capital declined. Local
investment capital increased but
took a small slice (14%), mainly re-
alized at the start of construction.

Ill. SOLUTIONS

The solution to keeping the Déng
Nai Province's economic growth is
to utilize effectively its own re-
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sources. Therefore, many policy
measures to attract investment capi-
tal should be carried out as follows:

1. Keep on reforming and purify-
ing the financial system and prac-
tise thrifty strictly.

Taxation: Enhance the capability
of tax collection, limit tax losses and
tax overcollection, and combat
against struggling effectively. Imple-
ment steps of tax reform in the sec-
ond phase; create favorable
conditions for firms to speed up
their productions and *business. En-
courage businesspersons to make
genuine tax declaration and pay-
ment; tax agencies should try to
monitor and supervise tax payment
to prevent tax evasion and settle

violations. Strietly control non-state
and foreign firms and force them to
properly execute the regulations on
accounting and statistics. Regularly
publicize tax policies so that tax
payers can fulfil their duties. ~

Finance: Allocate expenditures
reasonably and thriftly in line with
the state budget balance; earmark
30-35% of the budget for capital con-
struction and infrastructures such as
roads, water, schools, health care
system and social welfare projects
and 65-70% for regular spendings.
Create favorable conditions for rais-
ing expenditures of education and
training; health care, science and
technology...Publicize spending esti-
mates and implement auditing for
budget recipients. The local budget
should spare funds necessary for
joint venture investment or recep-

tion of indirect foreign investment.
Strengthen management of com-
munes’ budget. Publicize funds mobi-
lized from the people for building
rural infrastructures.

Utilize and attract effectively all
capital sources in the economy,

Credit and banking: Expand the
network of people’s credit funds and
credit size. In Péng Nai, there are
currently 26 people’s credit funds.
However, this number has not yet
met the capital need for production
and business of economic sectors,
especially farmers in remote areas.
In my opinion, the provineial gov-
ernment should build a people’s
eredit fund for a cluster of com-
munes. This can be seen as an im-

portant channel to supply capital for
the economy as well as draw idle
money from the publie.

The banking system should not
avoid a cash-strapped situation. To
do so, it should expand its branches,
diversify services, and provide
guidelines for firms in planning pro-
jects. The fact that banks are wait-
ing for projects to offer loan and
firms waiting for credits need be
eliminated. Renovate the method of
evaluation and giving loans, at the
same time have plans to supervise
and settle overdue debts with a view
to improving service quality and pu-
rification of banking actiwities. Ap-
ply non-cash forms in payment and
modernize the banking technology.
Diversify forms of capital mobiliza-
tion as well as services and invest-
ment of the banks.



2. Capital mobilization, alloca-
tion of investment capital and eco-
nomic restructure

The budget capital, loans and
funds allured from economic sectors
and the public are an important re-
source to develop the economy, but
its allocation is now more decisive.
As a result, every year the public
budget should earmark a suitable
proportion of the total spendings for
building infrastructures. This is just
an internal force for economic accu-
mulation. Péng Nai should allocate
investments in favor of sectors
which have comparative advantages
such as processing cashew nuts, cot-
ton, sugarcane, and various meat;
producing building materials; me-
chanical engineering for farm pro-
duction; meanwhile the province
should focus its investment on hi-
tech industries to make new com-
petitive products.

To use effectively investment
capital, local industries should make
efforts to plan their projects soon
such as lists of focal areas and in-
dustries and of products and serv-
ices which are given top priority in
investment, especially goods for ex-
ports. These projects are a ground
to eall for investment capital, addi-
tionally allocate available invest-
ments effectively and devise an
investment strategy for each stage.

3. Exploitation of potentials from
economic sectors, enhancement of
export and expansion of foreign eco-
nomic relations

Exploitation of local potentials
and enhancement of export

Continue to implement consis-
tently the policy on developing.the
multisectoral commodity economy
under the socialist orientation and
the local government management.
Rearrangement state-owned enter-
prises to strengthen their business
performance and their leading role
in important fields and key produc-
tion. At the same time, consolidate
and build proper collective forms of
business in agriculture, manufac-
ture, transport, construction, com-
merce, credit...in compliance with
the Law on Cooperatives so that
these two sectors will be the key
factors in the economy. Speed up
equitization of state-owned firms.
Non-state firms should be offered
preferences in credit, land rent..
Soon taking measures to execute the
Prime Minister’s Decrees 07/CP,
08/CP on domestic and foreign in-
vestment encouragement, especially
private establishments permitted to
produce goods for export. Supply

economic information for businesses
and heighten consulting activities of
associations of producers and ex-
porters. Combine closely local enter-
prises in investment, exploitation,
processing and supply, and export
with the aim to help one another
expand market shares and intensify
their competitiveness. Study and es-
tablish service and brokerage or-
ganizations to hoost forms of sales
promotion as well as product quality
and reputation on the market. En-
courage skilled individuals to find a
firm foothold on the regional and
the world markets.

Planning enhancement and in-
vestment promotion

In the past the provincial gov-
ernment focused on planning indus-
trial parks (IPs). At present it
continues to instruct local Services
and People’s Committtee of districts
and towns to plan areas specializing
in perennials, breeding large
amount of poultry, residential and
service areas..as a ground for at-
tracting projects to develop rural ar-
eas and restructure local economy.

- Enhance investment promotion
and relations with ministries and
branches, advisory companies, diplo-
matic agencies and international or-
ganizations to seek for potential
investors. Study to market and call
for investment on Internet.

- Create good climate for inves-
tors licensed to operate in the prov-
ince, they will be impressed by local
conditions and help attract more
capital flow into the province.

- Diversify industrial investment
areas reasonably so that investors
have many alternatives as the
Prime Minister’'s opinions in the
Circular 92/TB on August 11, 1997.

- Give preferences to developing
service projects outside IPs. Regard-
ing compensation for site clearance,
infrastructure development compa-
nies should take charge of contribut-
ing to rehabilitation.

. Fees of reletting land have
been approved, infrastruture devel-
opment companies must lower
prices in line with new trend. The
price will rise gradually in accord-
ance with infrastructures invested,
and they should not increase sud-
denly when the IP has been just ap-
proved without infrastructures.

- Infrastructures must be built in
accordance with the approved plan,
infrastructure development compa-
nies must not depend upon only
firms mobilized capital to invest in
construction.

- The changes in the investment

licence granted before the IP is ap-
proved by the Government must be
in line with the regulations on IPs
and the contents stated in the li-
cence in favor of the investor’s bene-
fits. For example, those contents are
beneficial to the investor, he will
continue to carry out them. In con-
trast, if they are not profitable, the
investor will execute the regulations
on IP which give him more benefits
such as land rent, profits tax, in-
vestment duration...

- Set up the mechanism to at-
tract investment capital to the pro-
vincial planned IPs. To secure
enough local and foreign projects for
these IPs, the provincial govern-
ment should build infrastructure by
public budget and firms' capital.
Land rent of projects is applied in
compliance with the Ministry of Fi-
nance’s regulations and forms of
business.

- The local government pours its
money only in planning and draws
firms’ funds to build inner roads and
drainage canals. The system of elec-
tricity and water supply, and infor-
mation supply will be assigned to
competent agencies (power, water
and post companies) to invest and
develop.

- Most of these IPs should re-
ceive only projects which are eco-
friendly. Therefore, firms operating
there must invest in the system
treating wastes and preventing en-
vironmental pollution.

In addition, to develop rural ar-
eas, the Péng Nai Province should
consider following projects:

- Processing industry in raw ma-
terial areas.

- Clean and eco-friendly industry
to settle local unemployment, espe-
cially remote and challenging areas.

- Industrial works providing
services such as warehouses.

- Large specialized projects such
as shipbuilding factory, metallurgi-
cal plant and so on.

The first concern in economic de-
velopment is capital, so the above
measures focus on mobilizing capital
with a view to speeding up the proc-
ess of industrialization and modern-
ization, as instructed by the
Resolution of the Fourth Plenum of
the Party’s Central Committee and
the political report of the Déng
Nai's Party Unit: “Strengthen politi-
cal stability, seize every opportu-
nity, overcome  troubles and
challenges, utilize effectively every
resource for economic development
in the direction of industrialization
and modernization”®
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