enefits and unfa-
Bvorable effects

—— caused by the
globalization on the world
and Vietnamese economies
have been discussed by too
many economists and ex-
perts to name here. The
problem is what Vietnam
should do to make the best
use of opportunities and
overcome challenges to en-
sure fast and sustainable

development for its peo le fom

In this article, we wan

deal with problems with
the business climate that
affect both foreign and do-
mestic investment. An
economy could only inte-
grate proactively into the
world economy when it de-
velops strongly and inde-
pendently. In its turn, the
active integration provides
a basis for independent de-
velopment.

One of benefits the
globalization brings about
is an opportunity to em-
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ploy huge sources of for-
eign capital in various
forms (FDI, ODA, immi-
grant remittances, ete.) In
the past 13 years after the
Foreign Investment Law
was promulgated, some
US$20 billion have flowed
into Vietnam. However,
the inflow of capital has
started to slow down re-
cently. In ;he years 2002-

gross investr of US$60
billion to gains a growth
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rate of 7.0% a year. It
plans to mobilize some
US$40 billion from inter-
nal sources and the rest
from external ones. How
can this target be met
when the business climate
isn’t improved?

In recent years, Viet-
nam has tried its best to
improve its investment cli-
mate but it is not attrac-
tive enough in the eyes of
investors. After the Sep-
tember 11 disaster, Viet-
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nam is considered as one of
Southeast Asian countries
with good security. But
this doesn’t mean that in-
vestors from home and
| put all of their

form with a view to devel-
oping the market economy
and encouraging competi-
tion.

In Vietnam the concept
of the invisible hand of the
market is new to adminis-
trators although Vietnam
has tried to develop the
market economy for years.
This reflects in daily op-
eration of governmental
bodies that still believe
that they could control all
human activities including

economic ones. That is
why they tried their best
to maintain the mecha-
nism of granting business
and other licenses regard-
less of the Companies

‘Law. A Competition Law

has been discussed and
drafted many times with-
success because the
ed interests want to
sure monopoly for cer-
state-owned compa-
in certain industries.
hout an anti-trust and

competition law, it will be
difficult to speed up the in-
térnational integration be-

cause the basis of the
globalization is the trade
liberalization. Of course,
Vietnam couldn’t enter for-
eign markets when it re-
fuses to open its own mar-
ket.

Many people are of the
opinion that the state mo-
nopoly is necessary in
some key industries such
as energy, telecommunica-



tions, transport, banking,
insurance and auditing. It
is worth noting that ensur-
ing the monopoly for state-
owned companies isn’t the
only way to make them
play well the leading role
in the economy because
they are only part of the
state economy. On the
other hand, the best way
for them to play the lead-
ing role is “to lead the way
to application of techno-
logical advances, improve-
ment in productivity; qual-
ity and socioeconomic
efficiency; and respect for
law” as suggested by 9™
VCP National Congress.
To achieve this aim, it is
wise to let state-owned
companies compete fairly
against their rivals from
other sectors. Therefore
it’s necessary to open mar-
kets monopolized by state-
owned companies with a
view to helping market
forces work at full stretch
and the Government could
regulate them by using
macroeconomic instru-
ments. In its turn the well-
developed market will pro-
vide a basis for successful

integration when local
companies that survive
competition are strong

enough to deal with for-
eign counterparts.
Formation of state-run
groups or corporations op-
erating as private ones
when the competition isn’t
keen enough will lead to
bad consequences and un-
favorable effects on the de-
velopment of the market
economy, Experience from
South Korea and Japan
verifies this argument.
When the economy was in
recession the public sector
became a burden to the na-
tional budget because of
poor performance of state-
owned companies, the
Japanese government de-
cided to close 19 compa-
nies and privatize 45 ones.
The Japanese government
spends some US$40 billion
subsidizing  state-owned
companies every year and
made plan to reduce it to
US$8 billion in 2002. In
South Korea, such chaebols
as Huyndai and Daewoo

have suffered losses for
years and run into debt.
The South Korean govern-
ment has decided to stop
subsidizing them, and as a
result Daewoo had to de-
clare bankrupt and thou-
sands of workers became
jobless when the company
was reformed before sell-
ing to foreign companies.
So Vietnam must decide if
the model of groups is nec-
essary and suitable to its
conditions or not.

The Taiwanese devel-
opment model is also
worth studying. The Tai-
wanese success is based on
the development of small
and medium enterprises.
At present, these enter-
prises represent 96% of
the number of companies
and Taiwan has just joined
WTO along with China. In
the 1977 financial crisis,
Taiwan suffered less dam-
age than South Korea and
Japan did. In my opinion,
Vietnam had better build a
level playing field by re-
fraining from forming big
groups of companies re-
gardless of whether they
are owned by the state or
private persons. The Gov-
ernment should prevent
the development of unfair
competition and formation
of monopolies.

Secondly, the private
sector should be developed
because it is an active sec-
tor and could play an im-
rportant role in the integra-
tion process.

Realities in foreign
economies show that the
private sector can gain
high productivity, quickly
adjust to changes in the
market and create a lot of
new jobs. In recent years,
the private sector in Viet-
nam have received encour-
agement from the Govern-
ment and made good
progress. In 2001 for ex-
ample, privately-run in-
dustrial production rose by
20.8% in comparison with
13.6% by the public sector
and 15.7% by the foreign
one.

But there is no denying
that proper attention
hasn’t been paid to the pri-
vate sector when policies

and mechanisms were
made with the result that
it accounted for about 23%
of the GDP in the past few
years. As for the official
view of this sector, the 9™
VCP National Congress af-
firmed that the private
sector could exist and de-
velop for long but in fact
not all governmental bod-
ies adopted this view. In
daily business the private
sector is treated unfavora-
bly. Preferential treat-
ment is still given to the
public sector in all aspects.
In doing business, private
organizations are pre-
vented from entering cer-
tain industries controlled
by state-owned counter-
parts. Private companies
find it difficult to get ac-
cess to formal sources of
credit, especially low-
interest loans, When using
land, they have te pay
higher rental than the
state-owned ones do.
Taxes and fees imposed on
the private sector are still
very high.

The slow development
of the private sector is
partly due to the red tape.
When the Government de-
cides to give some favor-
able treatment to the pri-
vate sector, it's hard for
private companies to enjoy
this because corrupt and
bureaucratic officials al-
ways want them to pay for
it. Many companies had to
break the law and -were
tried for this practice. Such
companies of this kind as
Epco and Minh Phung
were ready to bribe bank-
ing officials to secure enor-
mous bank loans at short
notice.

In the coming years,
the Government should
create all necessary condi-
tions for the healthy and
smooth development of
this sector and allow it to
enjoy the same treatment
as the public one. In addi-
tion, the administrative
reform should be acceler-
ated, the army of civil ser-
vants must be trained in
both techniques and ethics
in preparation for the in-
ternational integration.

Thirdly, the law system
must be perfected accord-
ing to international prac-
tices and law documents
must be available for eve-
rybody, especially for* busi-
nesspersons.

In the past, the dis-
semination of law and law
enforcement in Vietnam
are badly done. Most com-
panies tend to settle dis-
putes out of court. It is un-
derstandable because the
Vietnamese system of law
is imperfect and changing
while law enforcement
agencies usually apply and
interpret law at will mak-
ing the public and business
circle lose their confidence
in the law, and as a result,
foreign investors also
couldn’t fell sure about
their investments.

When we fail to study
and enforce our laws we
couldn’t study and observe
foreign laws and public in-
ternational law. In Viet-
nam, the production of
fake goods and knock-off is
widespread causing a lot of
losses for honest business-
persons. Consumers’ inter-
ests aren’t protected when
they suffer damage be-
cause of these fake goods.

Smuggling and tax eva-
sion are also common.
Many smuggling networks
brought to court recently
had relations with officials
of law enforcement agen-
cies. Even state-owned
companies or ones run by
the armed forces also en-
gaged in smuggling activi-
ties. These deeds prevent
Vietnamese companies
from doing business ac-
cording to law in foreign
countries. If the situation
isn’t improved, Vietnam-
ese companies can't inte-
grate into the world mar-
ket because of their habit
of doing things without re-
spect for law.

The present situation
forces the Government to
restore  discipline and
proper enforcement of law,
and perfect the law system
before thinking of the
tasks of attracting more
foreign investment and in-
tegrating into the world
economy.®
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