The Vietnamese Communist Party
(VCP) has determined the policy on
the socialist-oriented multi-sector
economy which has long strategic sig-
nificance, under the law from small
production to socialism, and has great
effect on stimulating the people to
build the economy and develop pro-
ductive forces. At present, in eco-
nomic sectors, the State economy still
makes major contribution to GDP.
The State economy has taken place in
all national economic fields on the
whole and the HCMC to be precise,
accounted for 70% of fixed assets and
contributed approximatedly 60% of
revenues to the State budget annu-
ally, However, in reality of the mar-
ket mechanism, the State sector has
not really performed the leading role
yet in the economy, has not had
power to force other economic sectors
to develop under the Party and Gov-
ernment’s targets.

We would like to mention two
problems concerning the above real-
ity:

i Firstly, the leading role of the
State sector in the condition of many
economic sectors operating equally
before law, according to the market
mechanism under the Government
management and socialist orienta-
tion.

Secondly, how to determine and
improve the leading role of the State
sector and at the same time stimulate
other sectors to develop according to
the Party and Government’s line and
policy.

. THE LEADING FEATURE OF THE
STATE ECONOMIC SECTOR

1. The State economic sector
comprises every economic operation
of the State, in which state-owned
enterprises’ operations are major
component. This is a basic material
force, securing the implementation of
the Government’s socio-economic tar-
gets.

Regarding the organizational
form, the State economic sector in-
cludes:

- State enterprises doing busi-
ness and providing public services;

- Enterprises with dominant or
special shares of the State (in compli-
ance with the Law on State Enter-
prises);

- Enterprises with pooled capital
of the State;

- Other economic organizations
of the State.

In the operational aspect of the
economy, the State sector includes
activities of the State in:

- Managing and exploiting natu-
ral resources;

- Investing, managing and mak-
ing use of technical infrastructure
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(roads, ports, warehouses, concen-
trated industrial zones, etc.)

- Economic organizations engag-
ing in industry, agriculture, trade,
service, finance, credit, banking, etc.

2. With diversified forms and
nationwide activities, the leading fea-
ture of the State sector reveals itself
through the four following contents:

Firstly, owning most assets of
the economy and thus making the
value of goods and services able to
control market prices by quality and
prices of products and services pro-
vided by the State sector.

Secondly, producing commodi-
ties and services to stimulate the
development of branches and other
sectors.

1. To speed up the process of
rearranging state enterprises in the
direction of reducing quantity, in-
creasing scale and improving busi-
ness performance. '

Currently, in order to implement
the Government’s decision, HCMC is
making efforts to rearrange state en-
terprises under the management of
HCMC authorities with the following
solutions:

- Forming State corporations by
techno-economic sector with a view to
establishing strong State groups of
companies step by step, having
enough economic and financial power
to compete with other domestic enter-
prises and cooperate with foreign
partners.
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Thirdly, filling “gaps” in the sup-
ply-demand relation created by the
market mechanism, businesses nec-
essary for the socio-economic devel-
opment but producing low profits, and
not attracting private investment
such as investment in infrastructure,
social welfare projects, environ-
mental protection...

Fourthly, controlling activities
of the capital and money markets to
secure the Government’s capability to
stabilize the macro-economy (finan-

. cial, monetary, credit instruments

are major ones of the State in the
macro-economic management).

To determine leading factors of
the State sector as mentioned above
will help us with the proper orienta-
tion and the rearrangement of exist-
ing State economic organizations; in-
vestment of the State budget; and the
establishment of promotional institu-
tions for development.

Il. SOME POLICIES AND MEASURES TO

DETERMINE AND INTENSIFY THE
LEADING ROLE OF THESTATE SECTOR

by LE THANH HAI

- Rearranging small-size and in-
efficient businesses, granting them
more capital to innovate technique
and technology and raising their
scale to the form of state enterprise
having the management board. The
target of this arrangement is to re-
duce the number of small-scale state
enterprises, to form medium- and
large-scale ones, in accordance with
the current managerial mechanism of
state enterprises.

- Separating state business en-
terprises from public utility ones in
order to implement different manage-
rial policies for these two kinds of
enterprises. In the immediate future,
the state enterprises providing public
services should be improved, espe-
cially enterprises engaging in munici-
pal public services, with a view to
;aiaing quality of various public serv-
ices...

- Determining the list of state
enterprises whose 100% of capital
need not be owned by the State in
order to realize the equitization ac-



tively.

However, so far the rearrange-
ment of state enterprises in the
above-mentioned direction has gone
slowly as compared with the planned
requirement, one of reasons derived
from the concept of state economic
development. In the recent time, we
did not have essential measures yet
for state inefficient enterprises or
ones engaging in unnecessary fields;
whereas we lacked concentration of
capital and skilled managers on the
development of essential enterprises.
This is a shortcoming we should have
strong determination and agreement
to delete troubles and soon resolve in
the time to come.

2. To diversify ownership via the
equitization program of state enter-
prises with the aim to both reduce the
number of state enterprises engaging
in trivial areas and mobilize more
capital to build enterprises involving
in important fields for development
targets.

Our city, after 3 years of pilot
equitization of state enterprises, until
now only one has been equitized and
operated in compliance with the Com-
pany Law (the Refrigeration Electri-
cal Engineering Corporation), others
are still in the stage of completing
procedures. As a result, we should
delete troubles, including improper
understanding, in order to speed up
the process of equitization in the fol-
lowing direction:

- Transferring partly or wholly
shares of equitized state enterprises,

the State need not own 100% of capi-
tal in order to both socialize the own-

ership of enterprises and create fi-
nancial condition for investing in nec-
essary enterprises.

- Making condition for laborers
to do business via shares ownership.

- Making condition for mobiliz-
ing domestic and foreign -capital
sources for investment targets, pro-
duction and business development,
especially investment intensification.

- Creating necessary precondi-
tion for developing domestic capital
market.

3. To encourage state enterprises
to expand cooperation and joint ven-
ture with other economic sectors with
the aim to raise the ratio of state
capitalist component in the structure
of multi-sector economy.

Along with equitization process
of existing state enterprises, we
should encourage state enterprises to
form new enterprises in the form of
joint venture, cooperation according
to Company Law and Foreign Invest-
ment Law with a view to expanding
investment capital through state-
owned shares in new enterprises. We

should establish many enterprises
having mixed ownership, in which
the State holds dominant or special
shares; strengthen the role, position
of the state capitalist sector in the
multi-sector economy. This is one of
important orientations, so the State
regulates the market by instruments
of capital investment and supervision

and inspection function.

4. To create condition for state
corporations to build trade centers,
nuclei of commodity system with the
aim to gradually control commercial
activities just by economic power of
state enterprises.

Although most wholesale and
import-export operations are under-
taken by state enterprises, they have
not yet made a distribution network
as foreign trade groups which have
great effect on their countries’ trade
networks. The main reason is state
economic organizations’ operations
have not been attached with the
building of domestic distribution net-
work via trade centers, commodity
transaction nuclei, most of them still
depend on private sources to compete
for buying and selling in every trans-
action. Therefore, we need policies to
encourage, firstly state corporations
and big companies, to foctis on build-
ing centers, connecting with one an-
other to organize commodity nuclei,
thereby forming a retail network as
distribution agents realized by pri-
vate businesses. In this direction, the
State will be able to control the mar-
ket just by the strength of state cor-
porations and big companies. At the
same time, we need make policies to
help co-operatives, private small- and
medium-size enterprises develop in
connection with activities of state cor-
porations and big companies. By
means of above organization and op-
eration, there is no competition delet-
ing small- and medium-size economic
units of other sectors, contrarily, they
will develop in the State orientation.

5. To gain the initiative in build-
ing the capital market, institutions in
the capital market, concurently im-
proving the capability to rule over
financial, monetary and credit opera-
tions.

The building of the capital mar-
ket in our country, including the stock
market has been considered and im-
plemented by the Party and Govern-
ment. HCMC will have decisive posi-
tion in these markets. As a result, we
should build positively intermediary
financial institutions to take part in
the capital market, including estab-
lishment of investment funds, invest-
ment companies, stock companies.
Together with development of these
institutions, we should improve the

control over joint stock commercial
banks in the city, via raising state
pooled capital and assigning skilled
managers to these banks. This is a
very important area of the State sec-
tor which should be invested to
heighten the leading role.

6. To concentrate investment
capital on technical infrastructure,
concentrated industrial zones, serv-
ices for industry and infrastructure
and social welfare projects.

This is an area which promote
common development of the economy.
Many operations, having low or no
profits, but are essential for the econ-
omy and the increase of the people’s
living standard. Therefore, the ex-
pansion of state economic sector, es-
pecially for a big city as HCMC, need
give priority to this above-mentioned
area, or we should have special pref-
erential policy to attract investment
capital from other economic sectors.

7. To give priority to investment
in the modernization of state enter-
prises engaging in leading industrial
production areas with the aim to raise
the quality of products and develop
other economic sectors.

Most of local industrial enter-
prises have obsolescent technology
and equipment, poor quality of prod-
ucts, high prices, low capability to
expand markets. Therefore, we
should direct, make feasible measures
and center investment on some state
enterprises engaging in leading areas
with a view to modernizing equip-
ment and technology up to technical
standard of other Southeast Asian
countries, and acting as nucleus for
other sectors’ development. By doing
so can the position of state industrial
enterprises be improved.

In brief, to heighten the leading
role of state economic sector, there
need be a system of macro-policies
concerning finance, taxation, credit,
investment, import-export. However,
within the city’s power, we think the
above proposals can be realized, if we
reach a consensus on viewpoints and
determination in organization and
implementation with the aim to keep
on renovating and developing effec-
tively the state economic sector, thus
perform well the leading role: To act
as lever to speed up economic devel-
opment and solve social problems;
pave the way for and assist other
economic sectors in development; re-
alize  industrialization, modern-
ization; build foundation for new so-
cial regime - socialist one, the way
and target the VCP and Uncle Hé
have selected®

Speech delivered in the Xlth HCMC Party
congress on May B-11, 1996.
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