8.4.4 Indusirial Estate Development Project

(1) Quang Nam-Da Nang Province

There are the following three Industrial Estates (1E) and EPZ in Quang Nam-Da Nang Province
(see Table 8-9, Figure 8-7 and 8-8).

e+  Da Nang EPZ _
. Lien Chieu-Hoa Khanh IE, and

° Dién Nam-Dien Ngoc IE.
' The Lien Chieu-Hoa Khanh 1E, which is located 10 to 12 km from Da Nang City, and which

- comprises an area of 50 hectares, is explained hereafler. The land area could be expanded to

about 800 hectares. This 1B location is excellent because of the reasons below:

. ® The urban function of Da Nang City can be utilized
e .~ The location is next to the national highway No.1, and

e " The Chan May Port in Thua Thien-Hue province can be utilized to lransport
© commodities in case the Hai Van Pass Tunnel is constructed.

. For the above reasons, lmprovemem and expansion of this IE shoutd be planned in the light of
the coordination with a route of the Hai Van Pass Tunnel constructed in future.

As to lype of mdustry, the existing manufacturing are silk, silica sand and marine products and
soon. The foliowmg v:cwpomls should be considered for inducement of new industries:

¢  Anurbail type of manufacturmg in relallon with Da Nang City and the Da Nang EPZ,
©and

“e " A'relation with the Nissan Automobile Corporauon which reccwed an opcralxon
license lately, should beé established. .

Thc following types of manufacturmg are desirable to be mduced The ﬁrst threc 1tems are: :

expectcd as key manufactunng in lthF ‘ S

e 1 Automoblle eqmpmcnt
. Machmely & machmery eqmpment
. Metal processing
¢ Construction matéﬁ_als
Foodstuff, and

e Wood processing and forestry.

: Thus industries to be induced into'thé Lien Chicu-Hoa Khanh 18 should be an urban and up-
to-date type industries. In Quang Nam-Da Nang Province, establishment of a human resource
development institute for further industrialization should be promoted in accordance with
: complcuon of the Da Nang EPZ and development of the Lien Chieu-Hoa Khanh IE.
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Table 8-9 The Comparison of Industrial Kstates (1/4)

Province Quang Tni Province
T 2 3
Name of Industrial Zone South Dong Ha Cua Viet 1.ao Bao - Ban Den
IE Port IE FtZ
TEPZ ™ [Site area 0ha i50Fa 110 ha
Site ' .
Distance from town|2 km 13 km along to QF-9and
: Lao Bao botder
Land acquisition  |not so hard casy _ hard
Condition of land |waste land waste land inhabitants area,
_ Q9
Utilities |Electric supply avaifable 110 35KV 35KV
KV/35 KV
Waler supply planned water water supply 15,000 nver walct
supply line from  |m3, deep well
nver {ADB)
Telecommunicaliordavailable available available
Others (gas, steam}]nil. nil. nil.
Wastage {Sewage system nil. nil. nil.
: Solid wastage nil. nil. - nil.
Transport |Road network Ql-1 Q9 (13 km from_ |QI-%
|ation : ' _ Q1) : _ .
- |Railway network  Javailable planned raikway Under F/S (cast- -
' : for cement factory - {west intemational
: ‘ railway)
Portnetwork . ICua VietPoit - JCuvaVietPort . [Cua Viet Port
: o {(under - {(completed 1997, [{under consiruction
construction); 18 * 2,000 tonage ship) | . :
: : km 1 o
Airway network | |Hue Airport . . JHue Airport .~ [Hue Airport
. © " Kplanned Ai Tu - ' [(ptanned Ai Tu ~ |(planned Ai Tu
. b Airport) o0 |Adrport) - |Aimporty
Labor Engineer, specialist|from Pong Ha . |from Dong Ha from Dong Ha
Force Town Town Town o
Skilled fromDong Ha « |fromDong Ha [from Dong Ha
Town Town Town =
Unskilled fcom Dong Ha from distact from Ho Xa Town
" Town ' :
Living  |Hospual - - |hospital (300 . [hospital in Dong Haf poor
condition bedsyin Deng Ha  |Town (100 beds)
Town 1
Shopping - shopping center - {shoping center poort :
Amusenient poor poor poor B
Main Local enginecting, sea products, teade service,
products maintenance, sificate, ship import and export,
assembling building and comodity transit, -
industres and repair {under 50 HP{storage,
electric & boat) processing
electronics ' _ industries
(note) 66.2% of no person fiving in {Mekong
alurninium andfor [the planned 1B cooperation,
bauxite mining internatioral east-
Bom Chao, 60 km west trade corridor

“Source; JICA Study Team
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Table 8- The Comparison of Industrial Estates (2/4)

Province Thua Thien-Hue
2
Name of Industrial Zone Chan May Van Xa Phu Bai
Port FTZ IE Airport IC -
IE/EPZ Site  [Site arca 1,800 ha 200 ha 400 ha
[Distance from town |39 km 5km Thkm
Land acquisition |0t so hard not so hard “|extsting/not so hard
Condition of tang  [agricultural land ~ |agricultural land  [hilly fand
Utitities Electric supply IO KV from Da  [available 1IBKV from Da
Nang/directly Nang
: from SOQXV line
Waler supply available available available
 [Telecommunication |available avaiiable available
_|Others (gas, steam) [nil. nil. nik,
Wastage Sewage system nil. nil. nil.
" [Solid wastage nit. “mil. nil.
Transporiation|Road network 5km from QI-1 QL1 - Ql-1
' [Rallway network— [available Sk~ Tavasiable avaflabie
’ from railway)
Port network - planned decp sea  [Phu Tan pori Phu Tan pon' 12 km}
s port (30km from - [about 7km
“ITien SaPort) . : C
|Airway n‘et.work Phu Bai Airpdrt Phu Bai Airport - |Phu Bal Airpont
: 1 Do Cd < [{direct)
iabor Force - Engincer.i s;ﬁeciaki'sl_ from I;iue Cily' . from Hue Ciiy frdrn Hue Cilﬁ -
' Skilled from Hue City from Hie Ci ty from Hue City
Unskilled available available available
Living Hbspit_él Hue City Hﬁe ity Hue City
condition - : ” '
Shopping He City Fue City tfos City
\ - [Amusement Hue Cny Hue City Hue Cily
* [Main products |Local construction food stuff, texuile, lelectric and
. : material, garment, teather lelectronics,
chemical, wood,  land artificial leatherzmachine equipment
glass, textile, chemical, textile,
garmeint, elechic garment
and electronics,
foodstaff _
(note) commercial basis Jconsiderationof  |high-tech. _
: specific site industry and tight.
industry

Source: JICA Study Team
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Table 8-9 The Comparison of Industrial Estates (3/4)

Province

Name of Indostrial Zon¢

Lica Chicu -

Dicn Natn -

Hoa Khanh Drien Ngoc |
: jit] 1IE
WEPZ Site ~ [Sile arca Jha B30 ha 4{8ha
Distance from town_ |6 km 10to 12km - 20 km
Land acquisition Gnder consiruction |not 0 hard . junder construction
Condition of fand  Jflat and residence = |flatland - [ftat land
Ukilities Electric supply available existing 1Z: 35 avaslable
KV:10,000kVA :
Water supply - dvailable _[deep well irrigation canne]
- {Telecommunication [available available - - “lavaifabis
Others (gas, steam}  Inil, nl. nil.
. |Wastage Sewage system under con. plan plan
Solid wastage nil. mi. nil.
‘Transportation|Road network bottle neck of Ql-i 3km from Ql-|
- bridge '. o
Railway netwotk  Jexist but notuse  [available but avaiiable
' . depend on new rout| -
Port network . ATien Sa Port, 6 Tien Sa Pont, 18 kn1|Tien Sa Port: 25 kny
: ' km, 30,000 ton : : : .
Alrway ﬁétwork . {Da Nang Airpbn_: Da Nang Airport:. [Da Nang Air:pon: )
o Ald kn - |6km ;o |20km - 0
- [Cabor Force  |Enginger, ‘spccialist sulficient Sufficient available from
I : . ‘ Da Nang City
Skilled sufficient sufficient available from
| . : Da Nang City
Unskilled ™ sufficient sufficient avatlable
Civing Hospital Da Nang City DaNang City Da Nang City
condition . .
Shopping Da Nang City DaNang City - [Da Nang City -
Amusement city center and cily center and beach ' ‘
Main products | Local textile, gannent,  Jconstruction textile, garment, .
machine equipment Jmaterial, metal, electric and :
electric and machine equipment /elecironics,
electronic products Jchemical, *|chemicals
foodsialf products '
{note) requited of access |consideration of requ‘xréd of
toad and new Hai Vantunnel  [infrastructure and
Nver crossing ele, utifities

Source: JICA

Study Team
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‘Table 8-9 The Comparison of Industrial Estates (4/4)

Province Quang Negai
i 2 T3 4
Name of Industdal Zone Dung Quat " Tinh Phong Quang Ngai Pho Phong
Port IE IE Town 1E I8
IF/EPZ Site Siiearca 1800 ha 750 ha 00 ha 300 ha
Distance from town {21 km 15km 3km 37km
Land acquisition not 5o hard not so hard not sohard nol so hard
Corndition of land  [hilly land rice field sugar cane field  [suger cane field
Utilities Electric supply from DN-100km  [available available substationfavailable
of 220KVA 110kVA
Water supply Jirrigation canal small river small river small river
Telecommunication availablc availabla available available
) Cihers (gas, steam) - [planned * Inil. nil. mik.
Wastage Sewage systein planned nil. nil. nil.
_ : ' Solid wastage planned nil.: by-product ail.
Transportalion|Road network Ql-1 Ql-t Qi1 Ql-24
“IRailway neiwork nii. available avéilable ‘_ avaifable (6 km) _
Porl network planned planned nil. [t
Airway ne;iwork g (Chu Lai ‘Airporl). (C_hu'lai Alrport) (C}fu a1 Airporty [nil.
Labor Force § Engineer, s:pecialisf Quang Ngai cily | [available available difficult
Skitied Quang Ngaicity  [available available difficult
Unskilled available available available available
Civing . |Hospiial Quang Ngai ity [available “Tni. mil.
_[¢ondition - ‘ .
[Shopping Quang Ngaicity  lavailabie . nil,
: © L [Aamusement Quang Ngai cily' available nil. . ail
" fMain products [Local stone, manne brick, granite, sugar cans, suger cane, sweel,
: o o products clinker gliding sweet, milk, papet, rubber, wood
mineral water, beer |produsts
[{note) required of required of ulilities [resource basis-sugafnewly Build
infrasiructure '

Source: leA Study Team
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Figuré 87 Location of the Indusirial Estates, Export Processing Zoncs and
Free Trade Zones

kéy IE
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.~ Dien N:am - Dien Ngoc IE

Duﬁg Qual 1E
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6 0 H00kM

[~ o]

Source: JICA Study Team
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Figure 8-3 Evolutlon of Indastrial Sites
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(2) Quang Ngai Province
There are the following four IEs in Quang Ngai Province:

. Dung Quat Port IE
o  Tinh Phong IE -
e  Quang Ngai Town 18, and

e  Pho Phong IE. _ ‘ ‘ _ :
Tinh Phong IE is located 10 km from Tinh Phong Town, and the tolal area is 200 hectares.

Presently, there are some factories of sugar cane, bricks, burner and so on. A manufacturing
related to consiruction materials will be induced to supply the anticipated Dung Quat Project.

The favorable manufacturing to be induced in the Tinh Phong IE is raw material processing,
* using supplies from the Dung Quat Industrial Zone.

Quang Ngai Town IE is located 3 km from Quang Ngai Town. The present area is 25 hectares
and will be expanded to 100 hectares in the year of 2010, At present, there are some factlories
of sugar cane, candy and leather products.

Pho Phong IE is located 37 km from Quang Ngai Towa at a junction of the nation_al= highway
No. I and No.24. The current area is 25 hectares and it may be expanded to 300 hectares in the
- year of 2010. Currently, there are some factories of sugar cane, construction materials, bricks,

breaking machine, furniture, hand craft and so on. In future, paper chip production wilt be |

. induced under consideration of the national highway No.24 connected to Laos. All the above

' three IEs ate local resource based types. - Among these 1Es, the Pho Phong 1E should be a

target to be improved. However, in terms of industrialization of Quang Ngai Province, the
Dung Quat project is emphasized as a priorily project, and it is difticult to improve the South IE

" at the same time. ' : :

3 Tl_iua Thien-Hue Province _
. There are the foltowing three Industrial Estates in 'Thua Thien-Hue Province.
L e »Chgn?Maif Port FIZ : - ‘ |
e 5VanXi§_IE,_ﬁnd' -
¢ ' Phu Bai Airport Ihﬂtist}iéi Complex. - _ o :
Van Xa IR is located along the national road No.1 and 5 km from Hue City. The total area is
200 hectares. There is a large scale cement factory at present. Phu Bai ‘Airport Industrial

Complex (IC) is located next to the Phu Bai Aitport, 7 km from Hue City. The land is ftat and
carrently used for agriculture. There is a possibility to develop the areas as an 1E. '

Phu Bai Airport IC has a potential to be developed as a high-tech industrial park under

consideration of characteristics of Hue City. Especially, an’ industrial * technical research =~ .

institute to develop agricultural  techniques and bio-related food processing should be

+

established with the cooperation of Hue University and olher acadernic research institules. ‘For
example, the following research and development studies are expected in the institute: -

. Processing léchnique of liquors utitizing high quality water
. Processing technique of shrimp products

e  Application of bio-techniques to agricullu'rai, forestry and stock breeding products,
and

8-37



o  Dissemination of the above technigues. _ _
Chan May Port Free Trade Zone (FT'Z) is described in the next section.

(4) Quang Tri Province

~ There arc three IEs, namely Lao Bao-Ban Den FTZ, Cua Viet Port IE and South Dong Ha JE.
- Lao Bao-Ban Den FTZ is located at Lao Bao border on national road No.9 with 110 ha fand.
Cua Viet Port 11 is located on the hinterland of Cua Viet Post under construction.

By improvement of the national road No.9, Trans Asia Highway connecting between Laos and
Northern Thailand, and access to Cua Viet Port and the national highway No.l will ‘be
convenient and distribution capacity will be increased in future. Furthermore, the primary
sector like agriculture occupics 85 % of the production in this province, so that there is a high
possibility to develop a promotion area of local resource based manufacturing.

 Small scale local resource based manufacturing already exists but it is dispersed. The
manufacture should be collected into the IE in the light of wban planning. Studies for
establishment of thie IE and for an eavironmental impact of the dispersed manul‘acmres are
required for the urban planning and industrialization. :

The existing infrastracture is weak and accurnulation of functions of the provincial capital is not
rich. However, there are suffictent prospects for industrial development because of a base of
- the primary sector growth and some mineral resource endowment.  Therefore, there is a

-, capacily for the growth of manufacturing. It is expected that IE development should be studied
- under consideration of utilizing a merit of the late IE development.

“The IE development projects in four provinces are explained above, and cha:actcnstlcs of the' )
IE development will chdnge in accordance with the speed of industrial development and
changes of the induslrial structure. At present, the IBs are calegonzcd into the following three

types:
. Indnsmal parks combined with other funcuons self- contamed mduslnal parks

. Resean,h and d»vclopment facility pa:ks research parks, ancl .

‘o Software business parks soﬂware parks

Since development of the some: IEs are. lmplemcnted in the four provmccs howevcr ll IS:
expected that the regional mdusiry structure and ch'araclensucs should be well study to meet
' _lh!S sludy repoit by provmmal governments. :

8_.4.5 Chan May Port Free Trade Zoné Development Project

The economic structure in Thua Thien-Hue Province consists of agriculture, manufacturing, .
construction and service. Among them, agriculture, manufacturing and service are regarded as
- important, and especially processing of primary producis by agriculture, forestry and ﬁshery
md tourism are emphasized currently. Issues in this region are as follows:

o 4 Promotion of agriculture, forestry, stock brcedlng and manufacturmg
. lmprovemem of urban transportation, and

s = Ports development. .

o sol\c these issues, aclive induceinent of foreign capital is encouraged. Target industries are

“texlile, garment, leather, handy craft, electric and clectronic equipments and so on. The

f manufacturmg ratio out of the whole industries in the years of 2000 to 2010 is to be raised to
30to 32 %.

As to'limestone, kaolin, titanium, silica sand, mineral water and shrimp and so on, following
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development will be anticipated:

* Mineral resources
° Cultivation of shrimp in vast lagoons
¢ Utilization of forestry resources, such as pine tree and eucalyptus, and

e Tourism utilized the Citadel and the 120 km coastal line resort.
In Hue City, the following plans are considered:

° Formation of the central growth region by an unification of Hue City and Da Nang
City - ‘
o Development of Chan May Port as a main commercial port which is used for
distribution of commodities covering the Central Region : :

s Developmentof aFTZ at a hinterland of the Chan May Port, and

o Development of Phu Bat Airport IE. :

" As for industrial development, and other 1Es will be selected and the hinterland of the Chan
May Port will not be used. In special, the site adjacént to the Phu Bai Airport draws attentions
to cstablish a new IE, where rescarch and development will take a major part. o

In Hue City, industrialization will be promoted in the following manners:

s  Promotion and accumulation of light industries, such as electric and electronic indusﬁy
- and biological industry in the light of characteristics of Hue City, and

e  Promotion' of up-to-date technology through an exchange of "ckperience_‘ and -
" knowledge among the Hue and Da Nang Universities and domestic and foreign
research institutes. o * - _

. 8.4.6 Diréc(io’n of Cottage i:ndustry Developm'ent _-

" In the event of furthering the progress of industrial development in the Central Région, another
important factor accompanying the aforementioned development of industry oriented at the -
proper use of regional resources, is the development of coltage industries in rural regions.

* This type of industrial development usually takes form on a siall scale, regionally, inainly in
- the form of farming, mountain, and fishing villages.  Therefore, in comparison to industry
oriented at the proper use of regional resources which develops on the scale of a standard firm,
 cottage industries develop on a smaller scale generally manufacturing which is perfonmed in the
- home, by private individuals and an aggregate body.

- The promotion of cottage industries benefits the inhabitants of the region by introducing a
- method of earning daily cash income, giving rise to industries which ulilize the various
resources which exist in the region and also nurtures the regions many resources.

Coltage industries also manufacture products indigenous with the region, around ‘which a .
singular enterprise can be promoted. - Also, this business is the most basic method of
cultivating the region. Aleady in several countries, there are both governmental and regional
bodies which aid the developnient of such industrics. ' o

In order to assure Ihe success of cottage industrics the following methods are geaerally
considered (see Figure 8-9, Table 8-10 and 8-11). -

Concentrating on those resources which are superfluous, idle, or distressed. Also focusing on
the region's history, teaditions, distribution routes, technology and leadess.



Figure 8-9 ‘Flow of Cotfage Indusiry Development Promotion

"Business for researching the region’s resources
- Observation of advanced regions, research of
development and improveraent methods
- investigation in to the region's own resoutces
- creation of a concept '

Y

Business for activation-developnient of a cottage industcy
- development of a product unique to the region -
- methods of linking this with the development of tourism

Product exhibitions :
- regional exhibition : o
- exthibitions at major citfes around S
the nation : o .
" (the go-between in industrialization)

Y

Business to aid the development of
- distribution routes for a cottage indusiry
- Provincial chamber of commerce
(public relations campaign for a product
unigué to the area)
< Rural region commerce center

. - Distributors

~ Source: JICA Stﬁdy Team
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Table 8-10 Gross Oulpnt of Industrial Crops by Provinces
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Table 8-11 Gross Ouiput of Maii Agricultural Producis by Provinces

Whole Country & Nanie of Province] 1990 1991 1992 1993 1994
Gross Qutput of Paddy by Provinces ; Thousand tons
Whole Country 19,255]  19,622{  21,590] 22,837 23,528
Quang Tri 82 106 113 s 83
Thua Thien-Hue 128 150 154 123 109
Quang Nam-Da Nang 1352 368 357 350 390
| Quang Ngai 341 275 205 187 260
' Grg’is'Qg[pu;g‘i Maize by E{QV]'HCQJ_’H@AS@QQJQB&
Whole Country 671 672 748 | 882 L1dd]
Quang Tri 1 .2 1 1 1
Thua 'fhiqn-}{ﬁc 7 1 1 1 1 |
~ |Quang Nam-Da Nar{g o 6 7 8 7 i1
Quang Ngai ¢ s = 4 4 9
" Gross Qutpul of Sweet Po tatoes by Provinces: Thousand tons
- |[Whole Country 1,929 T3] 2593 2,405 1,906
Quang Tri 26 36 260 2 20
Thua ‘Thien-Hue 46 50 46 35 39
Quang Nam-Da Nang 86 7 70 84 67
Nouang Ngai 39 a1 44 3g 30
giros._c; Oulput of Cassava by Provinces : T housand (as
Whole Couitey 2276|2455 2,568 2,450 2,260
Quang Tri 21 32 3l 28 26
Thua Thien-Hue 36 44 44 50 35
Quang Nam-Da Nang 167 173 163 139 149
Quang Ngai 88 a5 3_0 82 39

Source: Statistical Year Book 1994
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(1) Planning DPevelopment

Firstly, a promoter must be located either within the region or brought in from the outside for
consultation after finding its market,

{2) Basic Theme

Pinpoimi'ng a basic theme under which to manufacture and distribute a unique product. In this
case, it is imporlant to create a theme which is wide in range and concept; allowing for many

possibilities.

{3) Actualization of the Concept ﬁ |

Create a system, which will definitively increase manufacturing oulput and devise a method of
raising the qualily of the product. Also, put efforts into a public relations program which will
put the product out on the market. _

~ In order to realize this concept, steucture, distribution, and production should each be preparcd
as foltows., : : . .

(a) Framework

"In the case where the framework is created at the region, first it is essential to create a
framework which enfolds the region, its major organs, agriculture, forestry, fishing, livestock,
tourism, and industrial organizations and unions, and also the chamber of commerce, and
‘administrations. o L : _

(b) Retail |

‘Strengthen & sales structure which provides public relations and introduces the product, ties it
in with tourism and as bést as possible presents the product with a brand image. It is also
necessary o’ display the product at manufacturer exhibitions held in the major cities of: the
region. k R S EEE Co S _

- © ‘Manufacturing. -

* Processing industry, which aims at producing a good coinmercially or production done by the
family or any similarly related group, *Also processing industry should produce commodities
- by multiple production and discriminating production.’ Furthermore, a production system that -
- provides for the introduction of information or manufacturing technology related to a certain
product. In order to achieve this it is necessary to slrengthen product testing and research and
- development. : '

'(4)  Selection of the Region‘é Resources

- Upon developing a collage industry, w}_iat' is most impqnah_t is the suitable seléction of one of
the region's resources. The following are several criteria in making a selection: ~ >

¢ . Endowed in quantily: forests, fishing grounds, farm land, u'ndergr‘ound ré§oxercs
o ' Endowed by quality: the existence of a product suitable to the region's imique climate

] Endowed by human resoutce: the existence of human resources, which hold the
knowledge to specific technology related to the region and the existence of a product
which, reflects the characteristics of the region, and

» Endowed in space: ranches, fruit orchards, fields, cultivated forests.
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Regional resources should be selected under the above criteria to make a product characteristic
of the region. Particularly in coltage industries, the quickest route in the setail of a product is to
tie it in with tourism. Meanwhllc, as a next step, there is the goal of supplying industries
which properly utilize the region's resources with raw materials and intermediary materials.
This case usually refers to industrial crops. However, it is necessary to get local manufacturing
to devise a method of increasing any added value on their products. - In order to make a product
valuable it may even be necessary to bring in resources from other regions. Also, there is the
possibility of cons;gncd processing from certain firms. It is important fo set up a structure -
within the region which can deal with a wide variety of these situations.

(5) Selecting a Product to Manufacture

The development of a cotiage industry is not always fimited to the manufacture of the region’s
traditional goods. It must be an item, which will promote the region's economy in its move .
toward the future and give promise of cmployment to those living in the region. It is necessary
to examine what type of product manufactusing should be promoted in the region. In general,
products can be divided into the following categories, from which a selection can be made:

o New product: development of a new product, which utilizes the region's resources

. Dcvclopment of exisling products: the improvement of a conveutmnal product and its
development in the market in terms of quality and volume

° Land utilization: product development through the effective use of fields, ﬂshmg
grounds, mountam forests, which are idle or have low propetty value

¢ Utilizing human resources; product development centered around the intcoduction of
i the use of human resources, education and research, promotmn of employment,
- technologies, and raw materials

*  Tourist related: product dcve!opment auued at the tourist mduslry focusmg on tourism
~and public relations, and

° 'fTradatlonal technology producl development supponed by lradltlona] technologlcs -
-wthh havcemsted in the rcgton from past generatmns S

(6) Lmks mth the Promotion of the Regmn |

The de\elopment of a cottage industey sparks the region's economy, on top ‘of which it also
prowdes the following beneﬁts :

. Procurement of raw and intermediary materials benefits the area’'s farm villages,
fishing businesses and commerce

. Processmg, manufactaring: benefits entreprencurs, employees, and subcontractors
. Shlppmg, wholcs'de benefils businessmen, employees and transport companies, and

'+ Retail, distribution: benefits businessmen and employees.

: These benéfits become an even more positive influence on the region's economy through
- implementation of a manufacturing system, which handles the initial stage of raw materials all
- the way to the final stage of retail. These benefits also have the effect of triggering commerce
in" the aforementioned areas of agriculture, forestry, livestock, fishing, processmg, and
© manufacturing.

- Also, it offers more places of einployment for thé inhabitants of the area. It offers worthwhile
jobs without discretion to age, for the employment of housewives and the elderly, and gives
young people an opportunity to express their ingenhity and originality.



Furthermore, the sale of a superior product as a public relations for the region making more
people aware of its existence. Particularly, it can tie in with the promotion of the overall tourist
industry.

(7) Approach and Methodology

In the development of a cottage industry, il goes without saying that the most important factor
is the existence of a strong leader. The structure of development can be promoted in various
styles such as through administrative guidance.

However, regions endowed with human resouces show the best results. In the event that a
leader can not be found within the region, on niust be located either in the form of a partnership -
or through affiliation.

'Finding a strong leader and trustworthy partners is ihg most important aspect.

(8) Points in Promoting an Enterprise

Production and distribution are just two points of a coftage industry cnterprise. However,
durability is the key to this type of business. Manufacluring, the actual development of a
salabte product, and all the way up to but cxcluding its distribution, are not the main aspects of
the industry itse}f. Mainly, it cannot be referred to as an enterprise until the active promotion of
distribution and management have been undertaken. Therefore, with regard to appropriate

“investment and cost cutting it is necessary to clarify medium and long term goals and also know
how well it has beén planned. . .

Particularly it is important to thoroughly rescarch what customers desire. This is the road to

success for cottage industries, which are the suppliers of customer needs.

Meanwhile, it is also important to continually nurture the region's resources. It is necessary (o
secure as much of the region's resources as possible. Therefore an examination of the region’s
resources must be made beforehand.” It is important to keep in mind, whethér or not the
amount of resources available can withstand depletion, in their, use in processing and
manufacluring and whether the quality of those resources is superior or not. L

There are two factors concerning the manrier of processing and manufaciuring sought by
industry which propesly utilizes the region's resources, those .who supply the raw and
intermediaty matexials and those who utilize them. In either case, the rnost importait factor is to
heighten the added value of a product. It is important to distinguish the industey by a high-

grade product in order to avoid just being a supplier of materials.” = L o

(9) The Need for Subsidy-Aid

Many coftage industries lack a suitable leader and capital for participation in an enterprise.
Therefore in order to smoothly nurture a business it is necessary for the govemment and
provinces to offer subsidies and aid. '

Of the four provinces which make up the Central Region, in the event that the development of
coltage indusiries is promoted as one method for promotion of the region, a proposal for the
creation of a system of subsidies and aid by the goverment and provinces must be made.
However, this will be a future topic of investigation in conjunction with the national
government and provinces in regards to the limits on the amount of financial aid and loans.

The following are several examples of subsidy and aid.

(a) Aid to build up a cottage industry
Utilizing the existing industry in the region or the region’s resources, plan the nurturing of a
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coltage indushy based on the originality of the regions inhabitants and their efforts:

¢ Training personnel
*  Loaus for building up of an industry, and
o Assistance in selting up events, which spark activities in the region.

{b) Enterprises which promote the liveliness of cottage industries

Impiove the products already being produced by existing collage industries. Or in the event of
the development of a totally new product, recuit ideas froni within the region and exhibit the
-product, and expand its market. As a supplemental business, receive supplemental planning:

° Market research, and

»  Hold a product exhibition.

- Sources of aid, regional commerce organizations, Chambers of Commerce. Make the amount”
of aid given uniform.

(c} Sources aid to equipment and facility for cottage industry

As for manufacturing equipment and facilities, receive application for authorization, examin
documicnts, offer a snitable business plan and upon certification offer aid: '

»  Manufacturing facilities, and

e Manufacturing equipment - incidental facilities. _

" Besides the above, it is necessary to give a certain amount of subsidy or aid in improving
manufacturing technology, maintenance of villages, promote exchange between the region and
metropolises. : : :

(10) Promotion of Cottage Indusiries within the Four Provinces of the
- Central Region :

'With ‘regard to the promotion of cottage industries, first it is essential to link this with the
-processing industry in farming regions being promoted by the govenunent in the development
of a special product. : : \ :

‘Therefore, with regard to the items which the govemnient is trying to strategically promote, it is
necessary to examine each province beforehand as to whether the region is suitable for a cottage
industry and if there is an body of human resources which can implement the industry.

Thal is, rice, rubber, coffee, tea, vegetables, fruits, seafood, and meat, all focal items pointed
out by the government, select the items existing in each province and it is desirable lo
implement a smoothly a concrete production and distribution system.

Itis desirable to exafnﬁne agricultural products, industrial crops as indicated in the diagram and
develop them under the guidance of a suitable lcader.

With regard to a concéte selection of an area and personnel, this is done by edch province
- organization, A specific aid policy is arranged in order to preserve the indusiry's ‘durability
over the tong-term. Currently there are several small scale cottage industry being developed in
cach province. * Therefore first these should be analyzed and methods of strengthening and
. promoting them should be considered. Also in the event that a new collage induslry is
- implemented, it is important to call out to a wide range of areas. In cither case, it is essential to
- set up an agency or personnel and assistance to handle these matters. In the event that
- implementation is difficult, it is also possible to consider allowing the Chamber of Commerce
of the particular provinces or a business association to take on a lead position.
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Fundamentally it is most desirable to have the jnhabilants of the region independently underiake
the development of a cottage industry. However, since under current situations there are many
barricrs (o overcome, for the time being the adnvinistrative organs of each province govemment
will take on the task of starting development.

One other methed is the implementation of a cottage industry in conjunction with a firm or
large-scale distributor. In this case, it is important to conduct this arrangement under a medium
or long-term contract. In this situation it is hoped that the province, chamber of commerce, or
* local business associations will function as a go-belween bridging any gaps.

8.5 ' DEVELOPMENT PLAN BY KEY SECTOR

8.5.1 Selection of Manufacturing Industry

" For industrial development of the Central Region, site selection for manufacturing sub-sectors
is done from the following points of view, assuming highly potential location sector or locating
one resulting from the growth of existing industry. S

8.5.2 Industrial Sectors Which Have High Growth Potential And Activation
S of Firms - S : : :

- In its year 2000 programs, industrial sectors expected by Viet Nam's govcmijﬁcnt:tq have
considerable growth are refinery, petrochemicals, machinery, electric and electronic products,
textile products and foodstuffs. ; - ‘ .

_In addition, considering energy industry key element, the government plans to jump-start.
firms, such as electricity, coal, stee), fertilizers, plastic ware, detergents, insecticide, farm
machinery and cquipment, bicycle and motorbike tires and tubes, electrical and electronic

'gppl}i(anccs, consumer goods, textile and garments, paper, shoes and sandals, beer and soft
rinks. : _ : _

Furthermore, as for state owned industry, the govérnment considers the following subject as

. “central electricily, coal, machine tools, engines, processing industry, paper, textiles and
“cigarettes, are important industrial sectors, while in local industry firms, such as electric fans,

farm hand-tools, ceramics, garments, and confectionery are considered important.

" 8.5.3 ‘E'xisting Induslry‘Type-s '6f The CentralL Four Provin'ce:S‘ |
According to the government's data, gross domestic product (GDP) in the central four

provinces was 326,479 Mil VND in 1993, As for the average percentage of state industry to
~ non state industry, the former was 48.62% and the latter was 51.38%. '

Refersing to the rate by province, it shows 46.23% to 53.77% in Quang Nam-Da Nang, . -
59.67% to 40.33% in Thua Thicn-Hue, 57.44% to 42.56% in Quang Ngat and 31.3% to
68.87% in Quang Tri. Looking over the trend from 1991 to 1993, it shows that the ratio of -

non state industry rose stightly in Quang Nam-Da Naog, while the share of state owed industry

tose in Thua Thien-Hue. In Quang Ngai, the ratio of state industry remained high, but declined

a bit in 1993, and with the shace of private industry remaining s a litde higher. In Quang Tri,
the ratio of non state industry is very high, accounting for 70%. o '

8.5.4 'The Selection of Location by Industry Type in Ceniral Four Provinces

Da Nang and Hue City are defined as regional core cilies, while Quang Ngai and Dong Ha are
defined as local cities.
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Regarding ‘industrial sectors which have high growth potential in the Central Region, it is
necessary to improve the qualily of the mentioned regional resources-utilizing industries and
develop or entice high value-added industry for local firms' growth. The latter sector, in
particular, should be invited to the regional location through a process of political selection of
~industry. In the former, it is important to establish the main production site, meet specific
domestic demand and increase brand-name products for high quality exports. In the latter
focusing on industrial sectors for allemative import solutions and proceeding the location
selection. As for the industrial sector for export processing zone (EPZ), however, it is
important to try to promote an infusion of foreign investment as much as possible and establish
a base for international commodity exports.

By industrial sector, high value-added light industrial and specialized research and development
(R&D) industry should be reinforced in both cities of Da Nang and Hue, while in Quang Ngai
and Dong Ha high valué-added light industry should be reinforced. In'addition, all the four
regions have to improve existing regional resources-utilizing industries.

The industrial sector, in particular, fabricating parts, components and unit parts or apparatus,
should be selected, focusing on the industry that can introduce and import raw materials from
other regions and process and produce them locally. These sectors include ferrous metal
machine parts and tooling products, industrial plastic products, galvanized and hot-dip coated
- metal products including molds and heat treatment. The sector for EPZ is intemational

~ commodity and high-tech system as mentioned. :

- With the aim of developing foodstuff industry, other sectors include exterior and interior
~industries with related processing technologies, especially, bio technology. As for bio
_ technology, however, it is necessary to review the location of laboratories, fesearch institutes
‘and fields -at the same time, as this sector of R&D extends from food indusiry to
pharmaceuticals industry and machinery industry. B

- ‘M is crucial to select the industry that can make the best vse of regional characteristics and
‘promoles regional economy, contributes to the activation of the industrial sectors with high
growth potential and firms and sophistication of industrial structures- of all regions and the
‘whole country. ; o ' C

Looking over the ranking of domestic production volume in the industries ;of the 'fo'ur‘
provinces, the top-ranking industry is the foodstuff industry.. The top-five industries in the
Provinces are the follpWing:’ P CoE T I
7 (a) ;Quan:g Nam-Da Nang: ;_ '

« . Foodstuff industry

¢ Machine equipment industry

¢ - Food indusiry

s Textile industry, and _

*  Wood processing and forestey industry.

' (b)F hua Thien-Hue:

¢ ' Foodstuff industry

+  Toxtile industry _

¢ Wood processing and forestry industry

‘e Construction materials industry, and

+ . Food industry.
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(¢) Quang Ngai:

o Foodstoff Industry

J Construclion materials industry

e  Machine equipment Industry

¢ Wood processing and forestry industry, and

s Textile industry.

(d) Quang Tri:

e  Foodstuff industry

s  Construction materials industry

. Wood processing and forestry indusiry, and

° Metal production industcy. _

The four Provinces are characterized by centralized arcas of regional resource-utilizing
industry, such as foodstuff industry, wood processing and forestry industry, textile industry.
Some, electric and electronic industry and chemical industry can be found in Da Nang and Hue,
and ferrous metalturgy industry can not be found except in Da Nang. - ‘

In mineral products, there is cement from lime stone, refined silica from silica sand and titan
from titanium. In farm products there are a set of sugar products, such as sugar, sugar syrap
and candy from sugar cane. ‘In marine products there are frozen seafood, fish oil and fish
sauces and others fror a wide varicty of fish including shrimp. These local resource based
products and the first products are relatively high output from industrial sectors in the central
four Provinces. As for mineral products, allention is given to cement and silica, but all the
Provinces have few mineral resources suitable for industrialization {sec Table 8-12 to Table 8-
14). . , S :

‘, Table 8-12  Main Proposed Iﬁduslr_ie‘s in each Province, by Vietnaiiese

- Government ‘
i - e : :
; Secrr | ; e ean.d Froposed Indusivies by Central Governmear | Quang Maa Dn . . i T
Ho. Nm" o mfm"; Soctxs (¥, Central government,+; Local government}] . MNang | TI\ul.TthurHta 'Qu?ﬂ‘ N“Il . Qusng Ta E
: aClecticity (key tlemea & Impodant . Eleckriciiy Electricily Electeicity Elegicicnty
Ol [Power industy) ) AR ; . e :
02 [ruct #C oal, Forude off, Imatunat gis | Feircleum oil
03 |Perrout metalturgy #5ice] . VSieel T Sreet I D
o [ron terzous meraliungy ~Ceromics B Sitica supd . ﬁ::l:l lfnd.ho._lm. Slh. c.n sand, kactia z:l::a l.!f\d, kaolin,
) Frma machingy and equipment, bicyle, Transport machinery [Automobile, Coustruciion .
#rachine foot aad engines, *farm hand jools  Jaatomcbile, pechanies, ship - [machine, marine
05 |Machine equlpment mechanlcn bailding and redpais frachinery, ship
- jhuilding &
. X . : X |rraintenance .
T Erectde and electronic ¥Elecicicl & elecionic appliancer. scleptrie  {Electrlc lpp'h:k‘ltl E‘!C\.W appliances, Elciric appliances
> fang . ehecioid fun L.
. § ;i i £ 1
@ Moy oduttion e lcl.a] & meind sompanenis Mc: :I_tom_ppm_c?l: Wl components  [Merad formponents  1acial compu:mnl.s
ot [ohemtant AFeriiBres, Detergents, tines & fuben for - Fhasnasce uticals, Fharmacevicaly Flastics, fertibrer, ?hmna_ccufiul!
| - motorcycle, Invecticide, plastics b linsechicide, deteigent 1 |pharmecewticats C Y
. : L [Cement Ceiment, bricky, Gles. [Cemear, bricks, tiles (Corwent, lites [Ceaneal, beicksy, lites
L W_ [Contruction T"!md slotcs, Bme, granile : Lo LoDt
. Rntlan, bamboo © [Pine tree Ratin, Ginnamon  [Rubber fice, bleck
10 [veed processingand . wares, sawn Gmber, tes, ire uee, pe ot -
fosesiry * cinnamon tot rubbes tree R
[ 1h |Cellutose and pager $Faper Paper - - S
MGl end poltery - Glass, potsery [Glass, poticey Poitery
1) _jFood - R - . .
. Beer & soll &3nka, dcigacites, ~confexGonery [Boer, 1al, boht Beed, 4T, ot Sugar. wint, slcohol, | Beer, aleohol
H [Food stuff AczX, frozen soafood|&ink, frozen seaTaods frozen sealoods,
. sea food, cigarerich g, salt
Teatile Haatics Texlites Tenfiled Textifcs Teariles
Gernend Gare nts, g ke nfs Gumeas Garwenty (Ganncnis} G nits
Frinting - Tinhiog Printing Thining " ivrinting
1 |eeter odafical  {Shoet Rsandals Fs.soc-. Wte T [Shoes Leather
e ather ) -
19 lomen | Conumer gaods Running ¥ et Runring weies, Runmog waler  [Runaing »wict
hradcralt
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Table 8-13 Situation of Industrial Region and industrial Estate

Maioe reciprocat

[ Major Special Feature of fodustrial Region) ?;ﬁ:‘:ﬂg Major Market of 1E celation of [E
ot \ N I
Pame of Frovioce Rame ol 1€ Urba!; Outskirts ?nra;“. Fishing l?ces%l;!izls X;«;&f} Domestic lm;r:latio Existence Non
of Urkan h{f-;r;la;n Viltage U';!‘.Iléd Ty Market Market Esistence
Wag ype
Quarg Ti - [Cua Viet Port 1E | # # | # # 1
1.80 Bao - Ban Dea FTZ 4 * # ‘. _ [
_ South Dong Ha IE # . # #-
Thua Thiea-Hue  [Chan May Pon FTZ # # # * #°
Van Xa [E # ' 4 - g #
N ) ‘f:?;l:q l;!aea )‘Au'poﬂ Industrial ¥ 4 a - m
Quang Nam-Da Naog|Da Nang EPZ # * # * b
Lica Chicu - Hoa Khank [E T # . # i
Dicn Nam - Dien Ngoe JE # ? * f# it
QuangNpai  |Dung Quat Port IE : - # # . . # #
L Tinh Phong IE _ # ' # #
a;;lg Nzai Townr {E # # it N #
Pro Phorg € # o # # #

‘Sm_:rcé: HCA Spedy Team

Table 8-14 Main Prop

Note: ¥iieans nomal sifiation £6d ¥ mezns mayof situabon.

osed Industries in Future (1/4)

- Namé of | Name of ¥ame of Indusirial Main Proposed Industrues in Future
Province Industsial Estate Sector
Quang Tri. [South Deng Ha lE Electie and electronic Household electic appliances
C Electric buibs and lighting fixtures :
Communication equipment and celated producis
; Various electronic parts
Machine equipnment Metal working machineiy
- o Misceltaneous machinery and machine parts
: i Various tnachine end pasts manufacturing and fepair
Cua Viet Port TE - |Foodstulf Seafood processing : ]
: Lo * [Gass and poutery © | Glass products : :
. . - JMachine equipment T 3hp bolding and repair 3
Lao Bzo - Ban Den FTZ - |# Electric and electronic Various electronic parts
. : : ‘ o : Other electrical machinery
# Tentile Woven fabric mills
Miscellaneous textle mills prodocts
" {¥# Garments Outec garment .....,
Miscellaneous fabricated texble products

Source: JICA Study Team

Note: # means assemtling and/or processing by distribotors.
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Table 8-14 Main Proposed Indus{ries in Foture (2/4)

Name of Name of Name of Indusirial Main Proposed Industrues in Future
Province Industrial Estate Secior
Thua Thien [Chan May Port FTZ # Construction material Cement and its products
Huee (Assembler or processing Clay refracieces

by distributors are mainfy
applied.)

" |Aggregate and stone products

Other ceramic stone and clay producls

T Chenmcal

Petrochermicals prodocts

# Wood processing aﬁd
forestry

Plywood and prefab-wood products
Fumiture ) )
Miscellaneous furnituce and fixtures

# Glass and potteiy Glass products
# Texnile Ropes and netiing
Lace and other teatile goods
Miscellanzous textilz mitls produscts
# Gannent Onler garment

White shiris and underware
Miscellaneous fabricated textile products

# Electric and electronic

Household eléctric appliances

Computer equipment and accessodies
Electronic equipment

Onher elecirical machinery

Vartous electronic parts

# Foodstuff

Frozea seafood
Beer, salt, softdrinks, cigarelies

[ Othfr

anchcrafl

Van Xa lE

Foodstuff

Seafood processing

Seasonings

Manufactored bce

Miscellaneous food and related pmducis

Textile

Ropes and netiing

. [Miscellanecus textile miils producls

Garment

. [Outer garment

¢ [Miscellanegus fabricated textile pmducts

Leather end artificial leather

i

" [Leather tanfiing and finishing
t [Mechanical leather products
- JLeather boots and shoes snaking

Phu Bai Aupm Indusmal

Comp!cx

Eleciric and glectronic

Houschold ¢leclric apphances

© . |Bectsic bulbs : :
Communication cqurpmen! apd related products |

Computer equipmient and accessories
Elecuic equipment '
Electric measvring instruments
Other eletrical achinery

Machine equipment

Metal working machineey

Textile mackinery

Miscellaneous machinéry and mackine pasts
Airceaft repair and parts

Miscellancous tansportation equipment

Chemicel

Drogs and medicines

Miscellaneous chemical and aflied products
Plastie plates, bars, tubes, ete.

Plastic films, ele. ~

{ndustrial plastic prodacts

Corapounding plastic matedials

Tennle

" |Misceliancous plastic producis

Woven fabric mills

Knitting mitls

Silk reeting plants

Lace and other textle goods
Miscellaneous textile mills products

Garmert

Outer garinent
'White shirts and underware

Miscellaneous fabricated textile products

Note: # means assembling andfor p:o-cessmg by dustnbu!ors
Souotce; JICA Study Team
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Table 8-14 M

i Pronosed Ingd

str: KIZ: ) R

Name of
Province

Name of
Industrial Estate

Name of Industrial
Sector

Main Propased Industrues in Futwre

Quang Nam
-Da Nang

Da Nang EPZ

Machine equipment

Mesuring instruments
Sueveying instruments
Medica) inslrurnents and apparatus
Physical and chemicel instrements.

Electric and electronic

Communication equipment

Computer equipment and accessories
Electroric equipment

Electric measuring instruments

Various electronic parts

Other electsical machinery

Texule

Silk reeling plants

Woven zbric mills

Kniting mitls

Lace and oiher i2atile goods
Miscellaneous textile mills products

Garment

Quter garment
White shirts aad vaderware
Misceltaneous fabricated textile products

Lien Chieg - Hoa Xhanh IE

Machine equipment

Moioc vehicles, parts and 2ccessories
Agicuirsral machinery and equipment
Construction and inining machine

Metal working machinery
Miscellaneous transportation equipment

Metal production

Heating apparatus and Plambing supplies
Fabricated metal products

Stamped and pressed products

Powder metallurpy, plating and heat treating
Bolts, nuts, rivels sceews and wood screws
Miscellaneous fabricated mietal products

Chemical

Plastic plates, bars, tubes

Indusiral plastic processing

Foamed and reinforced plastic products
Compounding plastic materials
Miscellancous plastic producls

Construction material

Cement and its products
Suugteral ctay prodacts’

Ctay refractories -

Abrasive products -
Aggregale apd stone products ¢

Foadstef{

Frozen seafood processing

Softdrinks and cashonated water

AMcoholic beverage

Manufactured ice and salt ’
Miscellanecus food end related products

Glass and pottery

Glass and its prodocts
Pottery and celated producis
Othet ceramie stone producis

Wmd. processing and fores.try

Plywood and peefab-wood products
Wooden container

Miscellzneaus wodd products
Furniture ‘

Stiding doors and screens
Miscellaneous fumitute and fintires

Diea Nam - Diea Ngoe [E

Chémical

Indusieial inorganic and organic chemicals :
Saaps, detergents, paiats, pharmaceuticals, insecticide
Drug and medicines

Miscellancous chemicals and allied products

Electric end elecironic

Household electric appliances
Eleciric bulbs and lighting fixtures
Varioos ¢lectronic parts

Other electrical machinery

Textile

Ropes and netting
Miscellaneaps textile mills products

Garmeat

Quter garment

‘White shisls and undecware
Miscellaneous fabricated
Teaute products
Handicraft

Source: JICA

Stady Team
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Table 8-14 Main Proposed Industries in Future (4/4)

Name of
Province

Name of
Tadusurial Estate

Name of Industrizl
Sector

Main Proposed Industrues in Future

“Guang Rgal {Dang Quat Port [F

Bower

Thermal efzctric power station

Fuoel

Petroleam tefinery
Lubricating oils and greases

# Ferous metallurgy

Tron smelting without blast furnaces
Steet with tolling fabricates

Conted steel

Steel forgings and casting

lron castings

Miscellaneous iron and steel

Cheimi

cal

Petracheinicals

industriz! plastic products

Miscellaneous plastic producis

industrial organic chemicals

Chemical fibres )
Miscellaneous chemical and ailied products

# Machine equipment

Ship breaking and repatr

Tinh Phong IE

Construction material

Structural clay products

Clay teffactories

Abrasive prodacts

Aggregate and stong producis

Other ceramic stone and clay produu ls

Quang Ngai Towit E

FoodstufT

Sugar and sugar syrups
Bakecy and confectionery products
Miscellancous food and refated products

" [Ceathe

£ and actificat leather

Leather tanning and finishing
Mechanical leather products

Boot and shoe cut siock and findings
Leather footwear

Leather glovés and mittens

Luggage

Handbags and small leathet goods

[Pha Prong IE

FFoods{

off

Suger and suger Syrups
Bakery and confectionary producls
Alcohol beverage

Wc-od pro..essmg and fore stry

Furnitore

Miscellaneous ﬁ.rmlurc and ﬁxtures ‘
Sawing and planning mills and wood prodects
Wooden contalners :
Rubber products - Lo

.

Plywood end prefab-wood produr.ts :

Miscellaneous wood products |

Note: # Second stage

Source: JICA Stody Team
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8.6

PRIORITY PROJECTS AND PROGRAMS

8.6.1 Project formation and sefection process

(1)

Prerequisite conditions

Pretequisite conditions for the industry sclection are as follows:

=

Realization of a market economy and continuation of industrialization and
modernization

Creation of employment opportunity _

Quality improvement and quantity expansion of regioxia] resources utilizing industry
Introduction and establishment of high-value added industry, and

Establishment of coltage industry to promote the regional economy.

" Points examined for the selection of industry have been the are followings:

L J

(2)

Types of industry (labor intensive, urban surface transportation, air transporlauon :
high-value added) :

Industry proposed by the central govemmcnt and the four Provmces

- Existing industrics

Issues on industrial promotion
Issues on regional promotion

P0551b111ly of demand

* Growthof industries

Intemlon of mclustry selection at present and in future 3

' Slulab)llty to reglonal chaxaclenstlcs f
Lxlslmg industrial mfrastruclurc in mdusmal estates (lEs)

~ Adjustment to enwronmemd_l conservation, and

Availability and training policy of human resources to support industrial development.

Selection of Indusiry

“ I the four Provinces, hlgh -valu¢ added industry is scleclecl iit ordcr to raisé quality and to
expand quantity of local [ESOUrCes. Reasons for the selection are as follows:

Demand for primary products such as food coal and oil will further increase in future

* Most of machinery, equipment and raw materials is imported and then produccd in
- Viet Nam

This situation needs to be improved at first

Most of exisling industries are low-value added at present, and their ripple-effects to
other industries are very limiled. In future, materials and products need to be high-
value added regardless of domestic demand and external demand, and
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e Market is small and tabor cost is not competitive in the four Provinces, so that a
growlh of existing industry is slow.
In common, enforcement and establishment of power industry is the first priority, and
promotion of supporting industry is the second priority in the four Provinces. - Necessary
industries to be promoted are:

* Electricity

e Electric and electronics

o Ferrous melal

o Machine and equi pmeﬁt; machine parts and tooling products
e Chemical: industrial plastic, and

° Metal product: mold, galvanized and hot dip coated metal products, heat treatment.
The following concems also need to be solved: :

e  Food industry; bio-technology needs to be paid altention in order to upgrade quality of
- products :

e - Electric and electronic industry: promotion of joint ventures with foreign companieé
and introduction of foreign investment are realistic . _

e ' Small & medium scale industey; a policy and supporting measurements needs to be
- prepaied by both the government and the chamber of commerce aind industry in
advance. The possible production sites will be in the IE, or in designed areas -

»  Adjustment of environmenta conservation; treatnient for pollution, industrial disposal
and adjustnient with “surrounding eavironment are critical. In particular,- an
‘environmental assessment is requested for Dung Quat. Depending on the result of the
assessment, some proposed industries might be exempted, and

»  Enforcement of existing industry; existing conglomeration of indusify ‘is:an incentive
~ tonew comers.” A support to enforce the existing industry needs to be prepared by the
* . government before introduction of new industry. ' R R

8.6.2 Si‘tiiai‘io‘niof Industrial Reglon and Industrial Estate . | ‘
Considering about the situation for industrial development of the four Centeal Provirces, the
outlines of the 1Bs and EPZ is shown in Figure 8-7. K

From now on, industrial structure wilt be changed to the high generation type of industries, that
is value added type of industries will account for a higher share in the industrdal structure of
Viet Nam. Change in industria! structure in the regional areas and industrial location will reflect
foreign and domestic markets as well as industrial location policy and objectives. :

Considering about the modemization of industrial area and function of the IB, each IE should
be introduced in specific industry as much as possible. At first, introduction of industries is
mainly regional résources orientéd industry, however, it is necessary to develop value added
type of industries. ' S

The character of industrial arca and 1E should be clearly.i mentioned in ‘advancd_when‘- it is
established, meanwhile, high-tech industriatization should be encouraged smoothly in advance.

It is necessary for considering about competitive relations between each industrial arca and IE.
Because, solving of this issue will be done by discrimination of the selection of characteristic
and type of industries. That is to discriminate by supplying type of raw material and
components and final products assembling, and to produce same products else where. For that
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reason, it is necessary for subdivide by kind of business, clearly mentioned between assembler
and supporting industries.

Excellent products will be produced by introduction of business type, tight relationship for
systematic and promotion of high generation. I‘x;slmg relationship is corespondent by lacking
of products in the market, in near future, there is a danger for lose the compelitiveness by
shortage of domestic market.

It is recommendable to evaluate the cost compemweness and production qualities by each
- industrial type from small and medium scale of industry to high technology type of industries.
The following are important notes for industrial development in the four Provinces.

. A proportlon of value-added mdus(ry will be increased in line with a change of

* industrial structure, especially. in the region. Industry to meet both domestic and

external demands will be proimoted and industrial structure will be gradually up-
graded

. lmroducuon of pamcular industey will be encouraged in order to modernize industry
©* and to characterize the function of industrial parks. At the beginning, regional
resources ulilizing industry will be a core inducement, then value-added industry
nceds to be introduced gradually through improvement in operation style. In other
words, characteristics of industrial areas and of industrial parks should be defined at

~ the first stage to facilitate penelratmn of high-tech industry in future :

+  Differentiation of operauon types and relatlomths between assembly and supportmg -
: industries néeds to be clearly defined in order to keep compétitiveness, and _

* Cost compelitiveness and product quality from cottage industry to high-tech mdustry ; :

need to be carefully examined.

"8.6_.3 Lstimates of Investment Scaie fo_r Industr!al Development

The folowing are investment scale estimates for industrial development in the four Provinces to
the years of 2000, 2005 and 2010 (Table 8-15 and 8-16). The estimate covers industrial land,
- employee in industrial sector, number of enterprises and indusirial water consumption. The
basis of comparison is GDP in the year of 1993 (Table 8-17). - The estimates scem to be a
maximu, and further precise sludlcs in conmderatnon w:lh urban water use are requested to
‘avoid over-investment. : : :

o Industrial land

An average area per operalmn is five hectares. However, land utilization is very
inefficient, and actual use of land is about one hectors. In line with urbanization, an
unit of industrial land will be smaller.- In this estimate, Da Nang is 3 %, Hue is 2%
and Quang Ngai and Quang Tri are 1 % annually.

-». Employees in industrial sector

' Employees in non-state industry, such as cooperauvc private and houschold, are
~ included. Anaverage of employees per operauon is 101,

"o Industrial water consumption
A proportion of food stuff is relatively hlgh, and an average of water consumption per

‘person is 121113Iday (Thailand: 8- 91113!day). In future, water wtilizes industry will
decrease and a share of fresh-water utilized industry will be about 60 % of the total
operation. In case of 60%, the estimates will be 207,050.4 in 1993, 374,808.0 in
2000, 439,531.2 in 2005 and 507,816.0 in 2021.



Table 8-15 GDP by Industrial Sectors and Provinces
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Table 8-16 GDP by Industrial Sectors in Quang Tri Province (1/4)
Unit: USD 1,000

_Sector No. | Name of Industrial Sectors 1991 1592 1993 2000 2005 2010
01 Power 4.64 2.00 0.00 468 6.26 851
02 Fuel 0.00 0.00 0.00 0.00/ 0.00 0.00
03 Ferrous metallurgy 0.00 0.00 0.00 0.00) 0.00 0.00
04 Non ferrous metaliurgy 0.00 0.00 0.00 0.00 0.00 0.00
05 Machine equipment 4.7 26.36 23.55 3491} 46.65 6344
.06 Electric and electzonic 464 0.00 0.00 6.55 8.75 1497
L 07 Metal production 24191 125.00 137.5% 231.39 317.23 542.79
08 Chemical -1.36 2.35 0.00 . 263 352 478
[y Construction malenial 289.45 245.82 303.00 441.8% 743.60 1,584.84
0 :Zr;‘c;g;’“"?“"“g and 133.64 99.09 163.55 28256 177.59 513.46
il Celtylose and paper 0.00, 0.00 0.00 0.00, 0.00; 0.00
12 Glass and pottery 27 2.36 318 . 629 840 1143
i3 Food 13527 36.73 413 103.19, 137.89 187.51
14 Food staff 368.00 760.64 73291 2,060.68 3.467.68 5,933.28
15 Tentilz 000 0.00 3.58 5.01 - 669 - 11.44
i6 Garment 69.27 3.18 12.18 39.83 53.22 91.07
17 Printing 127 0.00 0.00 1.80 3.02 5.17
8 Leather and artificial Izather 1.91 3100 536 21 843 38,66
19~ [Orhers - 20.82 3182 52.82 23764 39990 684.24
Total 1,338.38 1,482.91 3.486.31 5,608.83

969558

Source: JICA Study Team computations

1,298.73

* Table 8-16 GDP By:[hduslrial Sectors in Thua Thien-Hue Province (2/4)

Unit: USD 1,000

Secior No. | Name of Industrial Sectors 1991 . 1992 - 1993 - 2000 2005 S 2010
01 ¢ [Pover 000 C 000 0.0, O 0.00 0.00] - 0.00
02 JFuel . - 000 . 0.00 0.0 0.00 0.00] - 000
03 Ferious metallurgy’ 000 000 0.00 0.00] - . 0.00 - 0.00
o4 Non ferrols metallorgy ¢ 39.723 55.00 . 2918 _ 5831 77.92 10596
) Machine equipment : 156.18 129.36 156.27] 220751 ¢ 29499 - 401.14
|0 Electsic and electronic 22 1691 9.55 2340 31.27 4252
iz Metal produoction 111.91 120.27 13973 30939 413.44 56221
03 Chemical - 171.713 146.91 146.00] 218.65 29219 499,94
0 Construction material -3D02.45 348,18 441 91 1,424.07 2,196.40 4,100.30
10 F:::z"uf ocessing and 41169 3482 476.64 7905 . 104120) 178152
11 : - JCellulose and paper 0.45 236 25.0% 130.92) 174.95 23791
12 Glass and pottery - 9,55 4,82 464 . 894 . 1183 . 1625
S 13 Food . L 9091 11545 193.82 5$83.36 179.51 1,060,08
14 ! Food stuff 2,579.82 3,742.13 495882 16,503.24 28,444.48 48.669.18
15 Textile 460.09] 856.00 510.36, 199.23 1,068.04 1,452.35
16 0 |Garment - 14.09 _{0.82 1002 16.47 2201 2993
17 . Printing 13.i8 4.18 291 9.54 20,01 3424
18 Leather and actificial leather 2191 2355 14.18 2806 37.50 5100
19 Others 162.18] 0427 129.91 7283% 38411 657.60
Total 4,569.09 6,045.64 7242001 - 21,74188 35,490.26 59,702.12

Source: JICA Study Team computations
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Table 8-16 GDP by Industrial Sectors in Quang Nam- Da Nang Province (3/4)

N Unit: USD 1,000
Sectar No. | Name of Industrial Sectors 19%1 1992 1993 2000 2005 2019

B Power 18.09 22.36 34.09 90.69 121.20 16481
02 [IFuet 21.55 1.55 156.64 106 87 26308] - 35174

03 Ferrous metallurgy 1.55 158 437.82 207.48 771.21 377.04]
03 - [Non ferrous metaltusgy 7.13 2236 59.36 “180.04 23059 NLI6]
05 Machine equipment T1,501.82 1,593.36 138591 2090.85 4,385.82 9,347.51
) Flectric and eléctronic 5582 3.18 931} 21910 . 469.65 80161
o7 Metal production 74127 8564 104000 2,581.57 4,354.31 7.450.33
08 [Chemical 1,429.82 200573 077 176743 2,361.87 §.04122
09 Construction matenial 1,56264 1,643.45 839.91 1,927.9% 404419 691970

10 gﬁ;"“‘“s‘“g and 160036|  Lissas| resoes]  navn2s] 301429 55753

il Cellufose and paper 83.00 11027 13473 18782, 65262 1,116.66

12 Glass and potlery 6345 7500 491 67.51 90.21 12267
13 Food 745.82 816.64 107536 2,188.95 2925.17 399172

14 Food stull 4,050.64 4.494.18 243201 3098367|  64992.19] 111,203.19

15 Teatile: 2,163.00 2312.55 1,110.73 262881 350296 4,777.01
16 Garment 15409 158.18 135.18 210.52 281.33 382 56
1 Printing 11473 167.82 19942 &17.17] 103857 1,777.01
i8 Leathet and astificial leather, 371.45 16118 197.18 * 437.56) 584.72 . 795.12

19 |omes 309.55 35000 40436 936.75 1.576.3 2,697.16

- Total 1509827 1598L.55]  13,07355  49,578.02] _ 95,18633] 161.793.74

Souice: JICA Study Team computauons

Table 8-16 GDP by Induslrial Sectors in Quang Ngai Pr mlnce (4/4)

. . : : Umt USD 1,000
SeclorN iNalmoflndusuialSe,c[ors - 1991 {11992 1993 - L2000 ¢ 2005 - 2010 ¢
01 ¢ [Power - 000]: - | 000 ¢ 355 5.01 10.50] 2238
| 02 - |Fuel: 0.00 0.00 0.0% A E - 021 0.37
0 Ferrous mctallurgy 0.00] 0.00 0.00 000} - - 0.00 Ly
04 Non ferrous metallurgy 0.00 0.00] 0.00 0.00] 000} - .00
05 . |Machine equipment 185.55] - 159.18] 131.64 | 22699 303.34 41249
06 | |Elkctric and electronic 0.00] - 0.00] 0.00 0.00 (0.0 - 000
07 . IMetal production © 8009 69.82 3964 - §9.20 §19.20 L 254.04
03 Chermical 21936 328.82 19.36, 267.08 560.23 1,194.02
[ Construction material 335,00 32082 285.36 624.90 1,457.63 3,106.66
1o [Woodprocessing and 1209 1423 10345) 15542 267.69 282.43
- |forestey e
1l - - [Celiulose and papet . 1.29] . 1.9 1.09 201 - 269 3.63]
T Glass and potlery 1.82 6.45 6.55 " 9.50 13.09 17.80
i3 [|Food Ti064] 14,55 1.2 1687 2254 3065
14 Food stuff ‘2,094.91 267164 3137.73] 10365521 385179 i8,836.02
15 Tentile 46.82 108.18 55.64 8562 111442 - 15559
16 Garment 0.00 0.00 0.00 0.00) . 0.00 - 0.00}
17 Printing . 413 3.45 1.64 4,62{° 1.1 13.30]
18 1eather and ariificial feather 473 8.02 1.7 2240 2993 40.70
9 Others <3236 2336 63.64 221.9¢ © 37341 . 63891
Total 3,139.36 3,836.00 3.874.36 12,167 46 17,074.51 25,009.23

$ource: JICA Study Team computations
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‘Table 8-17 Estimation of Industrial Development Scales in the Key Area of
the Central Reglon

732,552

[tems Narme of Prov ince 1993 2000 2005 2010
Industrial GDP Quang Nam-Da Nang 17,074 49,578 95,186 161,796
(US$ 1,000) Thua Thien-Hue 7,249 21,742 © 35490 59,702

: Quang Ngai 38M 12,167 17,075 25,009
Quang Tri 1,483 3486 5,609 9,696

: _ . total 29,680 86,974 153,360 256,203
“|Indusinal Land Quang Nam-Da Nang 9,270 13,544 15,922 16,570
(hectare) Thua Thien-Hue 10,943 16,625 16,695 17,278
Quang Ngai 6,623 12,893 12,857 13,333

Quang Tri 1,921 2.160 2052 2,093

total 28,757 45,222 47,526 49,326

Employee in Industrial Sector{Quang Nam-Da Nang 117,200 212,919 208,311 361,530
{persons) Thua Thi¢n-Hue 43,400 76,604 85,100 97,432
Quang Ngai 31,400 69,165 72,530 79,385

Quang Tri 50,300 59,800 59,800 64,610

total 242,300 423,488 515,141 $02,957

Number of Enteerprises Quang Nam-Da Nangj 9.270] - 16,763 22947 27.810
{enlerprises) Thua Thien-Hue 10,943 19,151 21275 24,358
Quang Ngai 6,623 13,833 14,506 15,877

Quang Tri 1,921 2318 . 2318 2,485

: total ‘ 28,757 52,065 61,046 70,530

Industrial Water Consumption Quang Nam-Da Nang 111,240 201,156 . 215364 3330720
(cubic meter per day) Thua Thien-Hue - 133,316 . 229,812 255,300 - 292,296
Quang Ngai - 79476 165,995 174,072 190,524

Quang Tri 23,052 21816] 27,816 29,820

~ {total 345,084 624,780 846,360

Source: JICA Studf Team
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From the scale of GDP of each province, industrial development scale of each 1E, EPZ and
FTZ is given the condition for land area, number of enterprises, number of ‘employee,
industrial consumption and industrial output (see Table 8-18).  Considering about regional
economy, industrial status, development scale of 18 and feature of IE, project implementation
schedule is given show in the Figure 8-10.

8.6.4 Chan May Frce Trade Zone

There are {wo key IEs in Central Region, namely Dung Quat Port Industrial Estate and Chan
May Port Frée Trade Zone. According to the Dung Quat Port Industrial Estate, we take up this
project as a Pre F/S in this study and we describe the Chan May Port FTZ hereinafter.

(1)  Existing Condition in Quang Tri Province

“There are four projects in Quang Tri Province. The first one is the Lao Bae-Ban Den Free
Trade Zone (FIZ) in the mountainous area in Quang Tri Province. This FIZ is already
established on the border between Viet Nam and Laos.  Now they are selting up about one
hectare of the FTZ area including one transit shed. Main function of this FIZ is transshipment
of commodities and delivery industries that is untic the big cargo to make a small packaging for
delivery.

‘The second is the big market in the center of Dong Ha Town. The usage of this facilitics are
mainly for international commodities and domestic daily commodities. This center is doing
very well and calling in wholesalers and customérs. ‘

" The third is the upgrading of national road No.9. This road is planned by ADB for the east-
west corridor between’ Viet Nam and Laos. laos Government expecls o set up the
~ international corridor and port for their transportation facilities in cooperative with Viet Nam.

Finaily, there are new construction of Cua Viet Port in castern side of Dong Ha Town. This
- port is expecting finalize in 1998 with capacity of 2,000 tons of ship. This port is located on
* the east side of national road No.9 directly. o o L

(2)  Chan May Free Trade Zone -

" In the Central Region, there are thirteen industrial estates (IB) namely two key 1Es, four
potential IEs and seven IEs, are planned by the study team. | Chan May FTZ'is the key IE and
~ also including national port project. Chan May FIZ is available for the deep water sea port. -
This project was agreed by Prime Minister for the feasibility study. .

- On the other hand, there is a Cua Vict Port, which is under construction. This port is a river
mouth port and 2,000 tons ship is available by the year 1998.

(3)  Free Trade Zone Concept

" Considering the above conditions, it is proposed that the free trade zone ‘-concept in Quang Tri
and Thua Thien-Hue Provincésbe implemented (Figure 8-11). c o ' o

Chan -May FTZ is'planned as an international distribution hub port for Jinking east and west,

“and it consists of a generat pori, general IE and FTZ. The FTZ consists of a port, IE and tax
free warehouse. Any kind of activities in FTZ should be free tax and available for easy
assembling, processing activities and distribution industries.: So that if it is a international .
commaodily, bonded transportation is available to ncighboring countries. If it is a domestic
commodily, taxes should payed at the custom office in the port. Domestic commodities are
available to sale in the domestic market in Quang Tri but also some kind of international
cominodities free of tax. '
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Table 8-18 Industrial Development Scale of 1E, EPZ a’nd | 0 i/
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Figure 8-10 Implementation Schedule for IE, EPZ and FTZ Projects

T Phase and Period Phase [ Phase 11 Phasc {II
Name of Projects Tt |u6/97]{98|99i00|01]02i03!04 05 06| 0_7“3“08 02 10
National 15 Projeet ' - ; : |
Chan May Port FTZ : e
Dung Quat Port IR . 7 *
IE Projects in Quang Tri Province : 1

Lao Bao-Ban Den FIZ |
Cua Viet Port IE | : )
-1 South Dong HalE _ : i |
IE Projects in Thua Thier-Hué Province ' "
Phu Bai Airport IC
* Van XalBE o
1E Projects in Quang Nam-Da Nang Province
Da Nang EPZ
Lien Chicu-Hoa Khanh IE
Dien Nam-Dien Ngoc 1B .
{B Projects in Quang Ngai Province ' _ ab
Tinh Phong I8 '
Quang Ngai Town I : :
. Pho Phong IE : e : : 7 =
JOther Projects o . N '
Da Nang Vocational Education Center . ' ‘ i
" Cottege Industry Promotion - | 1 P
Source: MCA Study Team




Figure 8-11 Free Trade Zone Concept
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Starting of this concept is adapting the existing system and facilitics in Quang Tri Province,
namely Lao Bao-Ban Den FTZ, market through national road No.9 and Cua Viet Port.
However in the case for establishment of IE will be difficult in the first stage. So in Quang Tri,
we propose to establish the Quang Tri Trade Zone in the whole Province, and any kind of
manufacturing industries are available for establish of bonded factory in Province. It makes
¢asy to establish joint venture (J/V) with foreign countries especially with Laos' enterprises.

In the second stage, after the Chan May Free Trade Zone (FI7Z) has been established, the main
trade function will be changed to Chan May FTZ. Chan May IF'1Z is planned for decp sea port,
too. If comparing Chan May Port and Cua Viet Poit, there is a advantage in Chan May Port.

8.7 INDUSTRIAL LOCATION PROGRAM

8.7.1 DBasic Policy

(1) Targeted Region

The program is carried out in Quang Tri and Thua Thien-Hue in the northem part of the Central
Region and Quang Nam-Da Nang and Quang Ngai in the south central coastal strip.

(2)  Targeted Industry

: . The program is carried out for industries involved in engineering. Therefore, this program is
‘referred to as the Engineering Site Program, to be specific. : ' o

(3) - Targeted Suitable Indusirial Location Sites

Feasibility to develop coastal and inland industrial estates as Export Processing Zone (EPZ) and
JIndustrial Estate (1E) should be confinmed.. ‘ . :

8.7.2 ;Conditions for Industrial Location | _ _ &
' Whén developing industrial sites in the Central Region, we should confirm the advantages of
the conditions. Smooth industrial development usually depends on sound promotion of the

primary industry, such as agriculture, in the region. ‘This is because if there is more than ., -

enough people working in the primary industry, some of them can be shifted to the engineering
industry. ' : R

Fortunately, there is a large enough work-force in the primary industry in the Central Region to
allow for a shift over to the engincering industty. However, as workers involved in
engineering need to have certain skills and proficiencies, the industry or the government should

train them properly. : . :

Conditions for industries include industrial. sites, industrial water, energy source, a
cominunication system, traffic and transportation systems, marketable urban population,
presence of agricultuze and other related industries, existence of local resources such'as mineral
products, agriculture, forestry, stock breeding and fishery,” woikforce mentioned above,
natural environment and landscape, measures such as a tax incentive plan by administrative
body, measures such as grants by local governments, presence of college and research
laboratory, adequate living environment such as housing and a hospital. Although the current
situation is not satisfactory in the Central Region, these items need 1o be pmparf:(i3 according to
a plan in order to promote future industrial location (see Table 8-19). :
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'Fable 8-19 Location Directivity of Industry (2/2)
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{1} Industrial Site
A site should have a flat terrain, be durable and easy to obtain,

(2) Indusirial Water

Water must not contain iron and a sufficient quantity should be secured, Drainage of water
after use should be easy, and clear standards for drainage should be established.

(3) Energy

Sufficient quantity should be secured. Construction of transmission facility should be easy and
‘steady voltage should be ensured.

{(4) Communication System

- Stable use of a means of communication such as telephones, facsimile, communications
satellite and so on should be ensured. This requirement will be increasingly important from:
now on. '

(5) Traffic and Transporiation System

~ + Developed roads and freight cars should be available internally and externally and run on a
regular schedule, A port with sufficient water depth and a ground warchouse is needed. A
large port and airport suitable for freight transport are desired. A sufficient number of flights is

“important. Location in the vicinity of a highway, railway slation in case of raitway, public

“wharf in case of port and airport is necessary. -

(6)  Marketable Urban Population o
‘Proximity to a local main city and its dense population are major factors for market expansion.

(7)) Presence of I_A"griicul_luré énd :():lhel; Related Industries

“Availability of subcontractors and related corporations is necessary to expand the market, The'
aumber of competitors in'certain industries should also be noted.

(8) Presence of Loeal Resources

Mineral products and primary products are extremely useful for local resource utilized industry
and are highly evaluated.

As for labor, a workforce other than expert engineers and technicians should be secured easily.
Research and development-oriented corporations show an interest in colleges and rescarch -
' laboratories in the region. '

- These conditions should be satisfied so that the Central Reégion can develop into a region which

+ promotcs industry in the future. However, they aré the essential conditions and to be prepared
- gradually as the industrial structure of the Central Region changes. It is predicted that they will
~ be improved by 2000 to 2010 and will be generally satisfactory for companies. Administirative
- agencies such as the national and local governments should work toward improvement,

8.7.3 Targeted Reglon
~ Judging from the conditions for industrial sites above, the program is carcied out in the primary
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area which covers a 30 minute radius from each district in population density districts (DID) in
Da Nang City, Quang Ngai City, Hue City, Dong Ha City and the secondary area within a 60
minute radius, The primary area is in the vicinily of a dense area in cach city and workers can
commute there easily. As various infrastructures can be built relatively easily, it is
advantageous for industrial sites, In the secondary area, location of the appropriate industrics
will be promoted after the primary arca has been developed. Industries have been sinoothly
located when an independent new community development program or a new industrial park
program ar¢ drawn up.

Mining or industries which develop mining products should be located at the foot of a mountain
or at the seaside where railway and roads with regular schedules are developed in consideration
of mateiial storage and pollution.” Location of mining related industries should be dealt with
separately from the ordinary industries in the primary and secondary areas.

8.7.4 Targeted Industry

Suitable industries should be selected in determining the industries to be located in the Central
Region. However, it is recently thoughi that suitable industrics should be decided depending
on which site the corporation itself finds ideal. With the recent globalization of corporations,
more industries are situated from entirely different view points.

However, as many suitable industries are still associated with local characteristics originated
from the local industrial structure, suitable industsies should be selected mainly. from: labor
intensive, urban oriented, road using, air transportation using and high value added industries.

When selecting suitable industries in the Central Region, sclection should be made considering
basic resource utilized industiial regions such as Ha Noi, processing and assembly industiial
regions such as HCMC and local resource oriented industrial regions such as Can Tho.

Convenlionally, the Central Region is specialized in the primary industry and there arc many-
local resource utilized industries. The Central Region is similar to the région surrounding

. Cantho in nature. The program to locate basic resource utilized industries irn Dung Quat in .
Quang Ngai province will be implemented before long. Therefore, industries to be located in

* the Central Region are categorized broadly into industries targeted for IE and EPZ, mentioned

: later and industries planncd to be located #i the large scaled seaside industrial base.  In other

- words, industries for the promotion of local resource utilized industries in the established site

- and light industries manufacturing electric and electronic products and textiles and garments are
. selected. The industries to be ocated in the large scaled seaside industrial base are those that
- manufacture plastics, iron and steel products, chemical products (detergents and insecticide),
and machinery and equipment. Light industeies and some local resource ulilized industries are
encouraged to replace import industries to some degree.

To summarize, the Central Region is comprised of local product supply indusirics, basic
" resource ulilized industries evolved from the development of large scaled seaside industrial -
bases, light industries, and processing and assembly industries utilizing some of its -
downstream products. - One of the adjacent provinces and to develop them as regions
contributing to the promotion of these industries. ' SRR o

(1) - Labor Intensive Industry

There are approximately 80 labor intensive industrics. When we select labor intensive
industries as the industries for the program, most of them fall into local resource utilized
industries and light industries,

1)  Food manufacturing _
Livestock products, seafood processing, canned and reserved fruits and vegetables, seasoning,
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sugar processing, flour and grain mill products, bakery and confectionery products, animal and
vegetable oil and fats, miscellancous food and zelated products, soft drinks and carbonated
water, alcoholic beverage, tea and coffee, manufactored ice, prepared animal feeds and organic
fertilizers, tobacce manufaclures.

'2) Textile mills products
Silk recling plant, spring mills, twisting and silky yams, woven fabric mills, dyed and finished
textiles, ropes and nctting, lace and other textile goods, miscellancous textile mill products,
outer garment, white shirts ‘and underwear, hats,” fur apparel and apparel accessories,
miscellaneous textile, apparel, clock and parts, miscellaneous fabricated textile products.

3} Lumber and wood products

Saving, planning mills and wood products, plywood and prefab-wood products, wooden
containers wooden footwear, miscellaneous wood products, furniture, furniture for religious
purpose, sliding doors and screens, iscellaneous furniture and fixtures. '

4) Rubber products

Tires and inner tubes, rubber and plastic footwear, industrial rubber products, miscellaneous
rubber products. '

§) Ceramic stones and clay products

_ Glass and its products, cement and its produéts, structural clay products, pottery and related
. products, carbon and graphite products, abrasive products, aggregate and stone products, other
cerainic stone and clay products. . _ :

: '.,6) Fabricated metal products |

- Tin cans and other plated sheet products, tableware, cutlery, hand tools, heating apparatuscs
_and plumbing supplies, stamped and pressed products, powder metallurgy, plating and heat
©treating, fabricated 'wire products, bolis and nuts, rivets, screws and wood screws,
- miscellancous fabricated metal products. BT ' o

7) Machinery |
Boilers, engines and turbines, agricultural machinery and equipment, construction and mining

machine, metal working machinery, textile machinery, special and general industry machinery
and equipment, office equipment and houschold machines, miscellaneous machinery and

niachine paits. ' _ R
- 8) Electrical '_niachingry equipment and supplies

‘Electrical generator, _househbid electric ‘appliances, electric bulbs and lighting fixtures,
conununication equipment and related products, computer equipment and accessories electronic
‘equipment, eleciiic measuring instruments, various electronic parts, other electrical machinery.

'9) ‘Transportation equipment

Mqio_r vehicles, parts and accessories, railroad equipment and parts, bicycles and parts, ship
building, repair and marine engine, aircraft and parts, miscellaneous transportation equipment.
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10) Precision instruments and machinery

Measuring instraments, surveying instruments, medical instruments and apparalus, physical
and chemical instruments, optical instruments and lenses, ophthalmic goods, including frames
watches.

11) MisceHancons manufacturing industries

Prectous metal products, musical instruments and photograph records, toys and spotting

- goods, pens, pencils and stationery, costume jewelry, and lacquer ware, plus other types of
manufacturing | through 9 and 11 are selected in the Central Region. The following industries
will be reinforced intensively from now on as mentioned before: Transportation equipment:
motor vehicles, parts and accessories, bicycles and parts, ship building and repajr and marine

_engines, electronic equipment, cement and clay products (bricks), timber and wood products,
various food and foodstuffs, textiles and garments, silk reeling plant, toys and sporting gooeds,
lacquer ware and so on.

(2) Urban Oriented Industries

Urban ortented industries utilize the concentrated population mainly in-the local core cilies and
~approximately 50 industries are categorized as such. Many of them engage in more
sophisticated processing operations compared with tabor intensive industries indicated above.
‘Final assembly and processing industries manufacturing local resource oriented indusirial
- tproducts and tight industrial products are included. Therefore, many of them are also classified
“as labor inteasive industries. The following publishing printing and allies industrics are added

to the industries mentioned above. ' : :

Newspaper industry, publishing industry, printing except mimeogeaph printing, plate making
for printing, book binding and printed matters, service industries relaled to printing trade.

In Da Nang City in the Central Region, plastic utensils, garments, fish sauces, sugar and sugar
syrups, fabrics and beer are included.” In Hue City, texlile products and traditional handicraft
goods are included. - : ‘ :

. (3) 'Road Oriented Indusiries - : - .

" Road oriented industries means {o fransport raw materials and final products by highways and
there are approximately 35 kinds of such’ industries. “They 'are similar 1o railway and port
‘oriented industries. S L S

Industrics highly dependeril on roads are as follows: prepared animal feeds and orgahic
fertilizers, glass products, fabricated metal products. Industiies relatively dependent on roads
are as follows:

Plywood and prefab-wood products, furniture and fixtures, animal and vegetable oils and fats,

tires and inner tubes, fabricated wire products, power metallurgy, plating and heat treating,
fabricated wire products, metal working machinery, special and general industry machinery and
equipment, houschold electrical appliances, notor vehicle parts and accessories, - medical
instruments and apparatus, optical instruments and lenses, watches, clocks and parts.

However, as sensors are integrated into products such as electronic machines lately, many so-
called high technology based industries are switching their transportation method to railway or
air cargo. In the Central Region, current road conditions should be improved and railway
transportation capability should be reinforced. =
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(4) Alr Transport Oriented Industries |

Air transport oriented industries use air cargo and approximately 40 industries are included.
Many of these are local resource oriented industries and light industrial product manufacturing
industries in general and are characterized by their high value added products. They are divided
into export and import based industries. ~Air transport of electronic products and marine
products of quality fish and so on is increasing lately.

Their prospects depend on the improvement of the airport, especially ont the increase “of
international flights in the Central Region.

{5) Value Added Industries

These are high technology industries that manufacture high quality products and products with
high performance, multi-functions and customized features. On the process of the development
of the industrial structure in the Central Region, it is necessary to invite these industries
aggressively from now on. However, since most of them are technology intensive and require
expent engineers father than a general workforce, it is requested a suitable workforce in the
region in order to invite them as well as establishment of colleges and research laboratories.

In the Central Region, it is desired to promote the EPZ in Da Nang City and IE which is to be
- located in the vicinity of the airport in Hue city for the present.

Most of these industries aré highly competitive throughout the world and their products are
commercially available in the global market. Electronic products are theic mainstay and foreign

companies are located generally in the EPZ as their overseas development activities. There arc . -

many cases of export processing oriented industries performing stable operations in EPZs, |
which are seen in the Phitippines, Indonesia, China, Korea, and so on as stated above.

8. 7 5 Tm‘geted Industrial Site

In the four provmces in the Central Region, industrial estates are being developed based on
respective ' industrial ‘development programs.  Some have ' already been completed and
; cmporauons have moved in and started;operanons. : R S S :

{l) Quang Nam Da Nang | l .

There are thrée industrial estates in the provmce Llen Chicu-Hoa Khanh IE, chn Namecn C

Ngoc IE and Da Nang EPZ. The most prospective of all are Lien Chicu-Hoa Khanh IE and
Dien Nam-Dien Ngoc IE.  EPZ in Da Nang City needs to be improved according to the plan
and compleled from now on.

Quang Ngai

- Fhrxc industrial zones are located to the north, soulh and west sides of Quang Ngai Town. All
- . of them need to be redeveloped. However, the Dung Quat project, as the large scaled scaside

* industrial base construction concept, should bo top priority. Then three ‘other industrial zones

" should be launched after that,

(3) ‘Thua Thien - Hue

- Hue City has been growing as a tourist city and industrial development is its future agenda.
Therefore, when planning development taking its characleristics into account, it is preferahle to
- construct 1E mainly comprised of tesearch and development-oriented corporations in the
vicinily of inland Phu Bai airport and develop the Chan May poit as a commerciat- and
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distribution base and use it as a free port.

{(4) Quang Trl

Factories located jndependently are scattered in the environs of Dong Ha Town in particular and
the concept of IE development is not established. Therefore, it should be concentrated on an
international road construction program connecting Viet Nam and Laos to establish an
international distribution center in Dong Ha Town. This area necds to be developed as the
distribution base from the northeast past of Thailand and Laos. It should depend on the Chan
May port in Hue city for the use of a port and takes charge of distribution for the four provinces
in the Central Region. Before construction of Chan May Port, it is available to use the Cua Viet
Port.

In conclusion, development of IE including EPZ in Da Nang, Hoa Khanh IE, Dien Ngoc-Dien
Nam IE, Phu Bai airport IE in the vicinity of Hue City, 4 large-scale seaside industrial base in
Dung Quat and an international distribution center in Dong Ha Town and Lao Bao-Ban Den
FTZ should be established.

8.7.6 The Direction of Development of Industries which utilize Regional
Resgurces

The industry utilizing regional resources is one of the most important areas in the development
of the industrics of the central districts. Regional fesources, in general, micans regional
resousces required in the production, processing and distribution of agriculture, foreslry,
tivestock and fisheries.

“The scope of regional resources, therefore, extends from agricultural lands, forestry, stock
- farms and fishing banks as production base to technologies, machinery, facilities, animals and -
~plants held by the regions and required in processing. 'They can be grouped under the
following three categories: . . o

- (1) Regional Resources

They inclade meat products, liquor, dairy products, bread & confectionery, fruit wine, ‘tea,
livestock products, biscuits and dried sweels, canned vegetables and fruits, keep able foods,

‘pickled vegetables, soy sauce and cooking amino acids, Japanese(unbaked) cakes, noodies, |

rice cakes and crackers, other kinds of bread and confectionery, plant oils, organic fertilizers,
animal oils, agar, starch, malt and bean sprouts, sugar, grape sugar and thick malt syrup and
simple feed. _ ' o

©(2) Sundries
They include leather gloves, straw hats, furs and brooms.

(3) Basic Resowrces

They include fermented products and spices, and fall into two broad categories: raw material- -
products and processing ¢rops. _ S

Edible crops:
. Land-dependence, rural areas: mass production type
+  Land-independence, suburban areas: R&D type
o  Manual manufacturiug techniques, rural areas: raw material-first proccssing type, and
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° Mass production-technologies, suburban areas: raw material-second processing type.

As for the utilization requircments of regional resources, the availability of the following
condilions should be confirmed:

. Local land conditions of cultivable acreage, suitable climate and ensured water for
' irrigation

° Agri-social conditions of equipment, faci_lilics, farmers, agricultural experts{including
regional supervisors), specialties (including the market), and

s  High technology-related conditions of research and training agencies organized by the
national government, ministries, and univessities, industrial integration related to the
second industries, industrial sites and sophisticated techniques.

The tenn of the mentioned industry means local industries utilizing mainly regional capital,
techniques, human resources and materials, and consisting of a group of medium sized and
smaller companies in given areas. The aim of promoting this type of industry is to identify a
new regional industry, imject vitality into existing local industries, increase regional
cmployment opportunities and contribute to the development of regional economy:

o To promote local medium-sized and smaller companies leading regional cconomy

e  Tocreate aticactive local companies by developing and utilizing regional resouices and
traditional techniques o .

e To intensify regional employment and eilcourage the core companies, and

o o develop and enhance activated local companies suitable for changing economic
climates, diverse demands and rapid technology innovation.

It is necessary to perform innovation and sophistication of technologies, mechanization and
~automation of production, formation of added value products and liberalization of dealing in-
- edible crops and processing crops. :

In the Central Regions, there are rice, maize, barley, mitlet, sweet potato, potato and cassava as
edibleé crops, soybean, peanut and sugar canc as processing crops, coffee, rubber, pepper and
“tea as plantation crops, and coconut, cashew, pirieapple, mango, banana and grape as fruit
crops. The promising crops in those areas, in particular, are sugar cane, tea, coffee, rubber, |
pepper. Furlhermore there are sea pine, sandal wood, pine {ree, cinnamon tree, bamboo,
firewood, eucalyptus and rubber tree as forest products, and cinnamon (ree, eucalyptus and
rubber tree are encouraging. ~ In the field of fishery products, shrimp culture is extensively
carricd on in river moulli, lagoons, swamps, and a variely of marine products, such as caitle
fish, squid, sardine, tuna and bonito, are landed in sca areas. On the other hand, there are
minerals including lime stone, white clay, graphite, zine, titan, mica, mincral water and silica
sand, and limestone, silica sand and mineral water is mainly known among them.

Industrialization by utilizing these. various resources is proceeding, but it is important to
systematically revicw them and aim at becoming the largest producer of these items.

8.7.7 The Direction’'of Development of Value-Added Industry

In the Central Region, most industrial types are industries utilizing regional resources, but little
integeation of value-added industries. The future industrial development is certainly moving
toward valuc-added industrialization, heavily depending on the nationwide change of industrial
struclures.

In these areas, therefore, it is necessary to foster the value-added industiialization of those
“conventional industrics; and develop the industries supporting the desired added values and
adopt value-added industries on the basis of a well-worked -out plan.
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In the tight of a value-added industry’s location requirements, however, this industrial type
might be developed in main provincial capitals, such as Da Nang, Quang Ngai, Hue and Dong
Ha, at least for the time being. As for the value-added industrializalion of conventional
industries and other utban industries, it is necessary (o provide techniques for encouraging the
sophistication of existing products and the development of new ones, offer funding policies
and economic aid by carefully inquiring current business status as top priority and giving
regional or central experts advice and instruction for promoting value-added industriatization.
When it is difficult to raise and upgrade conventional industries with the aim of realizing such
industrialization, most of them ar¢ often broken up, shut down or merged into new value-added
industries.

The most desirable measure is to realize a given sophistication of conventional industrics, invite
new value-added companies to set up their plants and encourage them to do local operation as
business mergers or partners. _

The local-side selection of value-added industries is usually carried out on a given base. It is
important to select only industrial types meeting individual requirements in terms of softivare,
system, specialty, fashion, feedback and flexibility. The following industrial types are
promising;

(1)  Software

(a) To provide high-quality, multi-featured and individual products, which attach greater
importance to service : N

“{b) To promote intensive, systematized and encrgy-saving maﬁufacluring process.

| (c) To enhance performance and function of hardware by advéncing other available -
~ technologies. : : _

{(2) System e A
“To create new capabilities by linkage and combination among heterogencous industries and
‘technologies. N o T .

(3)  Specialty - _ L R
“To demonstrate its own guality, péformance and function by inténsive-technologies.

(4) Fashion

“To produce marketable goods on the basis of sophisticated sense in response to changing
public awareness and living environments.

(5) Feedback

To intensify organized relationship between the final demand segment and ‘the intermediate
materials and raw materials segment in order to fulfill the planning of new products and
technological development. : o

(6)  Flexibility

To assembly and process a wide variely of produicts ﬂéxibly and automatically based on the
varicty of meeds or to develop a production method which enables manufacturing and
processing.
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Various firms separated by industry, can evaluate themselves using these types of standards.
This type of self-evaluation can also be done even on a regional level. Clari fy the classifications
of firms within the region. The introduction of other firms and industries which can aid.
enterpriscs already located in the region and lure interested exterior firms, and plan on where to
locate within the region. For the purpose of inviting them, the local government, the chamber
of commerce and other organizations should do research to identily corporate performance in
the region, conpile the findings into a list of valuc-added industries and make the best use of it
for broad propaganda.

The high value-added industrial sector has a great difference of price between raw materials and

" intermediate and final products dealt by the business line. If it meets the abovc_ requirements, it
will be the most ideal sector. [n practice, however, it is such business line is limited. The one

“challenge for Viet Nam is to ensure employment opportunities and jobs. In general, the high
amount of added value and the low onc are estimated respectively on a per-business basis, on a
pet-sales of products basis, on a per-employee basis or on a per-plant’s floor space basis. - For
exsample, Japan's case, the ranking is shown by the amount of added value (see _Table 8-20).

“Also in Viet Nam, in future, it may be desired to focus on carcfully inquiring with the
manufacturing industry, identify what sector of industry produces high value added, and wtilize
the findings as information for a sophisticated extension of the industrial structure.

" Table 8-20  Ranking of each Kind of Industries with Added Value per

Employee
No. | Tiem No. . Jiem No. Tem
1. [Petroleom refinery & {idp 99 [Chay refractors
1 |Fobadco manufactaring §1 {Noa ferovs foundries 100 {Miscellaneous oot Ferrous metal producis
3 ISofidrinks and carbonated water 52 {roa caslings 101 §Measuring insluments, £k,
4 Oougs and eedicines ] : 53 {Tentile machinery 102 jLeather tanning and finishing
[ 5 JAnimal and vegetable otls and fafs $1 {Secondary nonJervous metals smefing 103 {Miscellancous rubber peoducts
[ & Dadustrial ooganic cheacals 55 | At craft and paris 104 | S1amiped and poessed products
7 JAkobolic beverage S5 1Couted and glazed paper 103 {Pens, pencils, and slationery
[ 3 [Misceltancous chemizal nd alfied prodocts §7 |Ptastic plates, bass, tubes ete. 105 {Eleciric gecerator, elc.
¢ Jiroo industsies with Blas famnace s 58 [Noa-fermous metals folling malis - 107 IMiscellaneous fadricated melal products
1) [Publiskingindusey 39 [Compounding plastic matedals : 108 [Bakery and confectionery products
H [Newspaper industry T80 {Paper prducls 109 [ ace and other tentile goods
1} [Soaps detergeats, paints, eic. T | 81 {Spacial indusiry aochinery 120 |Plywood and prefab weod puoducls
3 Sopar processing - : &7 [Fabricated wire products : — T 10l {Dyed and finished textite :
14 Jindustial Inorganic che mical ¢ | 63 [Miscellancous checnl and aflied products 112 [Powder metaliurgy, piating and beat treating
o |08 Sl with rolling facilites | &4 [ Bolts, nuts, rivels srews and ood screms 193 |Wavea frbeic mitls - ‘
16 |Seacoaings , |85 |Eectnic balves and Tighting fiatores 1id [Savibg and planning otls and wood
[ 17 [Computer equipment and accessaries | 66 [Raitrcad equipments and parts 115 [Electronic equipment_+
18 |Drdnance sad accessories : &7 |Heating apparatus snd plumibiag | 138 [Vanous electronic parts
19 |Prepared animal feeds and organic €3 [Miscellaceous plastic products - 117 [Surveying insttuments -
20 [8oaless, engines and furbines : 69 [Masic flws, eic. j 118 |Ophthalmic goods, including frames
21 ]Tin cans and other plated sheet products ;| 90 [MGscelTandons iton ard slect - 179 |[Povtery and calatad prodocis
27 |#lour and gigia ool products _ } 71 [Abcasive products 120 [Shicing doors and screens
23 |Tiees and inner {ubes 71 [Odet manufacturing 1,2 121 [Handbags and small keather goods :
24 |Tuys and spoetiag goonds 73 [Medical insteument and apparatus |33 MisceTaneaus Tabricated fexle products
| 75 |Chemical fibers T4 [Foamed and reinfosce plastics prodecis 123 [Plate makTog fot priviing
26 |Peper - 73 [Coke 124 [Twisting and bulky yarns
27 [Chemdcal leqlitizers - | 76 JAgricukural mackinery and equipment 1235 |Waichad, chacks and pans
28 |BRycles and parts : 1 [ouher electical mackinery 126 [Waiches, ¢lock and pans
29 |Swcel materials and rolling mills 78 [Co jcation equip and relsted products | 127 [Fue apparel and apparel accessonies
30 JiTouschold elecins appiiances . 79 |Paper containers 78] @‘kjﬁinsnmnu andlenses -
3t [Glass and s priducts 80 [Miscellancous ransporiation equipment 129 |$eafood processing
31 [Comed sicel 3 [Swect Fagng snd castng . 130 [Fusriture for celigious parposes
[ 33 |Frabricated metal products 82 IMiscellaneous fumiture and fintures 131 [Miscellaneous food and relaled products .
34 [Musical instrurments and phoncgraphreconds | 83 fEleruic wire ard cable 132 |Luggage
35 [Manufacimred e E4 [Publishing industy 133 [Leather foolwear - :
35 |Tea and coffee - §3 |Miscellaneous mactinesy ard mackine parts - | 134 [Canned and pressed fruit and vegetable
37 |Cement and its products 88 [Metal working machinery ]335 [Miscellaneous wodd produts
33 |Construction atd mining maching _ | 87 [Electic measening instumdnty 138 [iroa ¢asbng .
39 |Apgrcgate and s1on¢ producis BY [Live-stock praducis | 137 [Wendea contalters :
| 40 |Shop buibding and repair and mariné engine 85 [ERctiic measuring insitutmeats 138 [Mechanical keather peoducts
4T |Aimacy oon fereous melals sexiang 90 [Peecions metal producls | 37 |Lacquer ware
43 Jiron smehiing wibout Blast furazces 91 [Physical and che mical insEuments 130 [Briquettes and begoeire balls
43 |Ocher cefanuc sione and clay products 92 [Miscellancous Ieatile pulls producis 141 jSpinnin g mills
44 |General industey machioery and mackioe parts | 93 FOhee equipmeot and hoysebold machines | 197 JRriicng mells - :
45 |Carbon and praphile producls N JCoslume jewehy, ete. 143 {Miscellancous teatile, apparel, eic.
46 |Luggage 95 [Fumituze 134 [Fur apparel and appare] accessonics
47 [Lutyiatiag ois and preases 06 |Tebieware, cutlery, band tools, eic. : 135 [Ovtec garmeat except Tapanese sfyle
48 [Malor vetucles, party and accessonies ¥7 [industial plaste products : 145 [Boot a0d shoe cut stock and findkings
47 [Paving matefials i 53 JStructural clay proJucts 147 {White shin and wnderwear

- Average of total kind of industry 122,200 Ten thousand yea
* Ko 1 Petroleum refinéry %o No. Mlastic plales, bars, rubes, ete. :More than average
* Pevroleum refinecy: USS 613,500, Plastic plates, bass, tubes, erc. ; USS 127,400

* Minimum raaking: White shirt and uaderw ear: 320 tea theusand yea 8-76
Saurce: JICA Stwdy Team ’



8.8 MINERAL RESOURCES

The government expects that development of mineral resources could contribute to the socio-
economic development in Viet Nam (see Figure 8-12). At present, most of the mincral
resources are not developed with some exceptions,

The Vietnamese Government proclaimed the Ordinance on Mincral Resources and¢ Concerning
Regulation 1 as a decree of the Cabinet Minister’s Council. In the decree, basic regulations on
search, invesligation, development, production and conservation are prepared, and- foreign
investment is introduced to development of the all types of mineral resources. In March 15,
1996, the Naiional Assembly adopted the New Mining Law to promote mineral development.
An outline of the Ordinance on Mineral Resources is shown in Table 8-21.

8.9 EDUCATION AND TRAINING OF HUMAN RESOURCES

8.9.1 Piesent Situation

Through industrial sector development, immediate effects on activalion and promotion of -
regional economy and creation of employment are expected. Human resource development is a
key for smooth industrial developinent. '

‘The education system in Viet Nam comprises pre-school education (nursery, kindergaricn),
~ general education (primary school, junior-high school, senior-high school), higher-education
{university, college). - As to vocational education, there are Secondary ‘Technical Schools,
Vocational Training Schools and Vocational Training Centers. In 1994, the number of

" Secondary Technical School was 366, and Vocational T raining Schools 203 (see Table 8-15). "
- The 200 Vocational Training Centers are operated either by the public or private sector.  The

purpose of Secondary Technical Schools is to train engineers and skilled labors who work as
site supervisors and middle management.  General subjects of junior high schools are also
taught as well as vocational training. The purpose of the Vocational Training Schools is alsa to
teain engineers and skilled labors, and an emphasis of the course is placed on site training. : The
 training courscs are as follows; o . ' - S

RS ?Se'éondary? Technical Scho’ol:; f AgricuiltirejFishcry; : Iuduﬁstty: Commerce,
- Pharmacy/Health and Physical Education, Education/Culture/Art. Pt :

) Vocational ‘Training School; Agriculture/Fishery, ~Electric Machinery/Machinery,
Construction, Commezce, Telecommunication/Post. :
The diversified courses are offered in Secondary Technical Schools, while the courses in
Vocational Training Schaols, are for specific technical training, such as mechanical and metal
processing, electricity, construction/wood processing and repair. The Vocational Training
Centers aim to at diffusing an élementary level of vocational-technical training, and most of
them are operated privately. - Half ‘of the Secondary Schools and the' Vocational Training
Schools belong to the relevant deparuments of the central government, and the rest belongs to
the local governments. ' : B
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Figure 8-12 Mineral Resonrces Location Map
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Talile 8-21 Mineral Resources (1/2)

Resources

Coal

Petroleem

Eastimated Amount

(Gov't estimrate) 3-3.5 billion tons
{(Confirnred Estimate)

Quang Ninh: 65 billion ton,

Nong Son: 25,000 thousound tons,

Thai Nguyen: 90,000 thousand tons

25,000 Lhousand tons
lPeal) “South Mekon Dela

(Biturinous Coal) Nghe Tinh River & Da River:

S milfionfons "

| Tong King Bay: I&rge anmount, varieties of coals
discovered, but the mining cost is too high

(IMFE éstimate) 25 tillion barrels

Total arca: 500 thousand km2 :
Natorficid:
Bach Ho (White Tiger), Red River, Mekong River,

Chau Tho, Mckong River Delta, South Con Son Istand
Vung Tau, Tonkin Gulf, Hue and Ha Noi

Peoduction Pianned Capacily: 8.8 mill. tons/year Production Agreement with USSR (1981)
1988: 6.9 mill. tons/year 1986: 40,000 tons, 1987: 280,000 tons,
1989: 3.8 mill. tons/year 1988: 680,000 tons, 1989: 15 mill. tons)
: 4,500-6,000 lhousand tons (lotal) 1990 target: 25 mill. tons,
: TT|1991-1995 target: 20 - 23 mill. tons :
open cast: 60%, underground mines: 40% Crude oil production: the intial slage”
Reasons of lower production: FV (USSR & Petro Vietnam) : 5-6 mill. tons '
outdated transport equiprnents, While Tiger oil field (1990: 90,000 BPSD
shortage in freight car, small port capacity 1991; expori 4 mill. tons)
Cixport: Japan, Korca: 500-700 thousand tons Dragon oil field {100,000 BPSD),
(to be increased to 1.2-1.5 mill. tons in the plan ) |Big Bear oit deposit (40,000 BPSD)
Demand Domestic Fuel Consumption: 5-5.3 mil. tons (19'96)

Domestic electricity: 6,000 thousand tons

_|0il Process Import: 2.5 mil. tons/year

Develapnient Plan

Investrnent cost foi § years at main 3-5 mines:
250-300 mil.USD

. |{ for material handling, coal stacking

transportation equipment, port development)

Production: 8.5 mill. tons for expori O E, Asia - -

100% foreiga capital approved: 12 foregin capitals
have agreeinents with Pelro Vietnam.

10 milti tons of produciion will be exp-.cttd in the
tate 1990s,

As production and export are in increse, pmf its are
rising and infrastructuce invesinient cost is recovered.
Issues: Infrastructure for mldw cspu.*lally pon

is not sufficient. :

“Source: JIC'A: Study T

ean
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Table 8-21 Mineral Resources (2/2)
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Key Central Coast Economic Region (KCCER)

Tabte 8-22 Development of Vocational, Technical and High Education of the

(199471995 School year)
Nomber of Number of - .Number of
Ftein . Students Graduates
schools (unit) o
(persons) {petsons)
1. Vocational Education :
1. Whole country 203 69,700} 64,900]
2. 4 provinces of the KCCER of whlch 30 23,946 13,642
Quang Tri 2 360 360
Thua Thicn-Hue 15 8,203 8,203
Quang Nam-Da Nang __ 6] . 8,383 3,249]
Quang Ngai 7 7.000 1,830]
1L Technical Secondary Education
I. Whole country 266 156,000 49,000}
2. 4 provinces of the KCCER of which: 20 12,471 6,921
Quarng Tri . 2 734|. 299
Thua Thien-Hue - 4 1,382 . 889§
Quang Nam-Da Nang 11 7,920| 4,380
_ Quang Ngai 3 2,435| 1,353
1IL. High Education -

1. Whole country 105 260,600 37,000
2. 4 provinces of the KCCER of wh:ch i5 24,814 3,830
Quang Tri - N -

- Thua Thien-Hue 7 7,338 1413

~ Quang Nam-Da Nang 6 14,804 $ 1,797

: __Quang Ngai 2 2672 620
IV. Gther type of Education a

41. Whole country - | - -

{2._4 provirices of the KCCER of whnch 30 15,963 9431
Quang Tri . E - - :

Thua Thien-Hue - ‘1 1,393 561

Quang Nam-Da Nang 18 12,820 8,670

Quang Ngai 1 1,750 200

Source: Statistical Yearbook, 1995
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The training period at Secondary Technical School is either 3 years for a person which has
completed the first half of sccondary education or 2.5 years for a person completed the latter
half of sccondary education. Similarly, the training period at Vocational Training School is 2
years for a person which has completed the first half of secondary education or 1.5 years for a
person which has completed the latter half of secondary education. Although the training
periods of the two above institutions are similar, the educational level of students differs. 90%
of the students at the Secondary Technical Schools are graduates of junior high school, but at
the Vocational Training School the students completed junior high school are only 45% of
them. In case of the Vocational Training Center, the training period is less than 6 moenths and
usually about 3 months.

8.9.2 Issues on Vocational Tfaining

As the industry circle expects much from Vocational Training Schools and Vocational Training
Centers, vocalional training is very important for comprehensive industrial development. - In
short, establishment of the Vocational Training School and Vocational Training Center in order
to meet the requirements of industey should be examined for human resource development.
The following are issues on vocational training.

. Upgrade of Teacher Quality

Since Vocational Training is in disorder and not well integrated into the educational .
~ system, many teachers are those, who changed their jobs from the industry circle and
- are not trained as teachers. The upgrade of teachers’ quality through fuifillment of
teacher’s (raining schoolsfcenters is critical. -

o - Update of Educational Equipment/Facility

: Educational equipment/facility is outdated and in short supply. Itis ﬁeccssary tobe .
updated and sufficient numbers of equipment/facility should be provided.

¢ Linkage with Industry o A
: - Because of no linkage betweén industry and vocational training, graduates from
vocational (raining institutes are not well absorbed into industry. In vocational
tralning institutes, equipment/facility and teacher’s quality ar¢ too insufficient to meet
" the requirements of industry. Curricular contenls are diversified, and do not meet the
reality of industry. In future, characteristics of each vocational school and each center
should be defined. S R . :



Attachment

Ordinance of Mineral Resources and Concerning Regulation

General

—
.

woos W

- 10.

The Law altempts to “cover the field” in relation to the regulation of "mineral
activities". AHl prior regulations relating to this subject are repealed (Article 65.3).
Mineral activities include prospecting, exploring, mining and processing of minerals.
The State will create "favorable conditions” for State owned enterprises to "take the
leading role in mining and processing important minerals” (Article 5.2).

The Government will announce lists of minerals which are banned from export or
restricted from import in any cerlain period of time (Atticle 5.4).

Mining and procéssing projects must take into account the needs of the local
commutities; the State will appropriate tevenue collected from such projects for the
benefit of local communities (Article 7). _ : :
'The Government will announce areas where mining activities are prohibited (or
temporarily prohibited) due to national defense, security, historical, cultural or other
reasons in the public interest (Ardicle 14). _ '
Organizations conducting mineral activities must protect and rehabilitate the
environment at their own expense, in accordance with an environmental impact
assessment study (Article 16). Organizations are required to deposil some security
with a Vietnamese bank or a foreign bank doing business in Viet Nam. This securily .
will cover the cost of rehabilitating areas which will be explored (Article 27) or mined
(Article 16). . :
Organizations,which mine or process nminerals should enter into land lease contracts

- (and, presurnably, must pay land rental in addition to permit fees). Such contracts

must be amended if part of the leased land is relinquished (in the case of a mine) and
will terminate upon the expire of the mining or processing license (Article 17.1).

_ Organizations,which prospect or explore for minerals do not need to enter into Jand

lease contracts, unless such activities require “frequent use” of the land. In any event,.
compensation must be paid for any damage caused to the land (Article 17.2).
Organizations permitted to conduct mineral activities may be required to invest in
upgrading related infrastructure facililies in conformity with the approved exploration

' proposal or feasibility study (Article 19.2).

" Prospecling permits

1L

12.

13.

Prospecting permits may be issued for periods of up to 12 months and may be :
renewed for up to 12 months more (Article 21.1). Such permits may be surrendered,
but are not transferable (Article 21.3). '
Subject to any specific requirements, a holder of a prospecting penmit may remove
sépccimens from a prospecting area and take them out of the country for testing (Article
2.3). Lo
A holder of a prospecting permit must pay permit fees and subimit a report on the
results of prospecting before the expiry of the permit (Article 23). E

Exploration permits

14.

15.

16.

Exploration permits may be issued for periods of up to 24 months and maybe
renewed for up to 24 months more (Atticle 25.3). Such permits inay be surrendered or
transferred, and areas under permit may be relinquished (Adticle 26). :
Subject to any specific requirenents, a holder of an exploration permit may remove
specimens from an exploration area and take them out of the country for testing and
analysis (Article 26). '

A holder of jan_cxploratioh permit has the special right to apply for a mining permit in

“respect of the area covered by the exploration permit, provided they have coraplied

with the terms of the exploration permit and with the law, and that they apply fora
o 8 -83 |



17.
18.

19.

mining permit within 6 months of the expiry of the exploration permit (Articles 26.4
and 31), '

A holder of an exploration permit must pay permit fees and submit a report on the
results of exploration before the expiry of the permit (Article 27).

Estimated exploration costs must not be less than the minimum costs prescribed by the

Government, In the event that aclual costs are less than such prescribed minimum
‘costs, the permit holder must pay the diffcrence to the State (Article 28).

Exploration permits may be withdrawn if, amongst other things, the permit holder
fails to commence exploration within 6 months of the date stipulated by the permit
(Atticle 29).

- Mining  permits

20.

21,
22.
93,
24.

25,

For projects involving foreign investment, mining permits are issued by the Ministry
of Industry concurrently with, or following, the issue of an investment license by the
Ministty of Planning and Investment (Article 31.4). A mining permit may have a
duration of up to 30 years, extendible by up to 20 years. Such permits imay be
surrendered or transferred, and areas under permit may be relinguished (Article 31.3).
A holder of a mining permit may mine, process and explore within the permit area

- (Article 32). _
~ A holder of a mining permit must pay pennit fees and royalties (Aticle 34), conduct

mining operations in accordance with the feasibility study and the approved
environmental impact assessinent sludy and comply with certain repoﬁmg

_ fequirements (Amclc 3. _
- Mining permits may be withdrawn if, amongst other things, the permit holder failsto -
- commence mining wilhin 12 months of the date stipulated in the permit or ifthe
~investment license is withdrawn (Article 39). '
- A permit holder (whether prospecting, exploring, mining or proccssmg) may lodge a

complaint or commence legal proceedings in respect of a decision to withdraw a

_ - permil. . _ o _ ‘
" The mining of "common” construction minerals is subject to the provisions in the Law

refating to mining, The Government will announce a list of comimon construction
minerals and cases where lhe llcense on exploring these minerals is not required.

_ Processing permi(s

26.

27.

A processmg permit aulhonzes the halder of such a permit to purchase rmnerals
- import equipment, conduct processing activities ‘and sell processed minerals wuhm

and outside of, Viet Nam. Snch permits may be surrendered or transferréd (Amclc
45).
A holder of a processmg permit must pay permit fecs and taxes (Article 46)

lndiwdual mining penm!s

28.

: :'Vlelnamcsc organuauons may be issued with an "individual mining permit" laslmg 3
“yéars, extendible by up to 2 years, in respect of areas where mining is considered to

be commercna!ly unviable.

Dctalled implementing regu]auons and gmdclmes are require in order to c?anl‘y many
details which are not addressed in the Mineral Law.
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| FDinto the Central Region.

CHAPTER 9 TFOREIGN DIRECT INVESTMENT

9.1 INTERVIEW SURVEY ON FOREIGN DIRECT INVESTMENT

9.1.1 Background to and Objectives for the Interview Survey

) Background to the Interview Survey

Viet Nam is enjoying much foreign direct investment (FDI) after the Doi Moi Policy in 1986.
This FDI is mainly towards to the southesn part of Viet Nam, especially in Ho Chi Minh
. {HCM) and the northern part of Viet Nam, especially in Ha Noi. The reasons of the preference
of FDI in the south are: '

+ The entrepreneurs are familiar with the market economy
* Market size of the southern part is very buge, and
+ The infrastructure is well developed and/or under development. :

The FDI to the northern part is led by the Vietnamese government. The industrial estates (1Es)
and industries are under development in Ha Noi and Hai Phong,. '

* Up to now, three out the four central provinces namely Quang Tri, Thua Thien-Hue and Quan
- Ngat have not received much FDI to their manufacturing industrial sectors. Most of the
* manufacturing investments have been made in either the south provinces or the north provinces.

2)  The Objective of Interview Survey

Given that background, the central parts of Viet Nam should invite much more’ DI for
improving their economical base. The objectives of this interview : survey have been
- establishment and creation of FDI circumstances in the Central Region and introducing more

t T
T

'9.1.2 - Survey Conteits and Metlxoﬂ 7 Pl ‘
The interview susveys have been conducted in Viet Nam and in Japan.

1)  Interview Survey in Viet Nam

“The survey's target arcas in Viet Nam were Ha Noi, Quang Tri, Thua Thien-Hue, Quang Nam-
Da Nang, Quang Ngai, HCM and Hai Phong. The target enterprises were selected from
potential industries, namely machinery industries, metal processing industries, electrical and
electronic industries, building niaterial industries, textile and garment industries, chemical and
plastic industries and so on. The legal forms of industries were mainly domestic enterprises,.
but also joint ventures (1/V) and foreign enterprises. ' ‘ ‘

The interview survey was conducted by foreign staff directly through office and factory visits.
The major questions were as follows: - :

* General information on the enterprise



+ The management of the enterprise

« The production technology of the enterprise

* The market for their products '

* The relationship with FDI, and

» The advantages and disadvantages of the Central Region.

2) Survey in Japan

The interview survey in Japan was conducted after the survey in Viet Nam in the same manner.

‘The target enterprises were automobile industries, steel making industries, machinery
industries, petroleum and petrochemical industries and business associations of the retated
industries,

9.1.3 Interviewed Enterprises and Associations

The interview surveys were undertaken in Viet Nam and Japan. The total number of interviews
in Viet Nam was 60. Amiong those, machine and tool, metal processing, textile and garment
and shoes' industries occupied 60 % of enterprises. In Japan, 30 enterprises and business
association were interviewed. At that time, oil refinery industries, petrochemical and plastic -
industries, steel making industries and automobile assemblers were the main target, becaunse
there was a request from the Vietnamese side for these industries as a potential investment into
the Central Region through the surveying in Viet Nam. The interviewed numbers in both
countries are shown in Table 9.1 and Table 9.2.

" Table 9.1 Interview Survey in Viet Nam  Table 9.2 Interview Survey in Jépan

Noz. _ .lte.'m.:: C Numberof No. Item _ Numbeér of _
_ m entcrprises - enlerprises

ot 1 on 3

2 |Chémicat & p;!ar;ﬁc ‘ | 6 s ; 2 |Chemical & plastic - : 2

3 [Mackine ket - | e ] 3 lsea 4

4 Iltle'ialipm«::cssing f : ::'12 K 4 loar B B 1

5 ézei:aric&elecarénsés; 1 . 6 5 |power : 2

6 |Buitding materials 4 | 6 lservice 5

7 ]Glass products l . 7 [Wood . 3

8 |Foodstufts a : 8 |Food 3

9 {Teutite, gannem&';hbe's 11 ‘ . _3 Textile : 1

10 {Wood products - N g e Electronics o ]

It |Developer « ' 2 1 - t1 |Business Associztion "5
Total 60 Total - 30

Surce: JICA Study Team Source JCA Study Team



9.2 EXISTING CONDITIONS AND CONSTRAINTS IN VIET NAM

During the intexrview suivey in Viet Nam, nobody doubted that the Central Region of Viet Nam
will become the third growth pole in the national development corridor. However, at this
moment, entrepreneurs are trying to enter the south and north triangle potential market first.

Among the central four provinces, Quang Nam-Da Nang Province is practically the only
province that received a significant amount of FDI in the manufacturing sector. According to
the Industrial Department of Quang Nam-Da Nang, most of the FDI in this province is related
to light industries, such as textile, garments, shoes, cigarette, soft drink and so on. A few
heavy and chemical producers have also established J/Vs with foreign partners.  Ship breaking,
industrial plastic productions are examples. However, the total amount of FDI to these sectors
is small. '

“The answers from the entrepreneurs in the interview survey are mainly divided into eight
categories, namely, (1) market, (2) production, (3) products, (4) loan, (5) related contents with
policy changes, (6) information, (7) business association and (8) comments on the Central
Region. _

9.2.1 Market

1) Competition with Chinese Products

Regarding the market situation, the main answers from entrepreneurs were related to cost
competition with Chinese products. The Chinese products are cheaper than the Vietnamese
- made and some products are smuggled through the land border and seacoast border. The
Vietnamese products are becoming weak in the competition with Chinese products. Some
enterprises answered that they stopped producing their original products and changed their
production lines to other consumer product. Even though the Chinese products are mainl

- consumer goods the market is filled with Chinese products. » _

~2)  Competition with Russian Products

~ There were three answers that imported products from Russia have increased recently, too.
- Iron and steel products are imported with dumping prices. This is because the Russian
- economy is in a difficult stage nowadays and their market is becoming very small.  Some

- Vietnamese enterprises are trying to sell their products to the Russian market. - However, -

- actually they are facing difficulties in this market, - ‘ .

Enterprises developed their markets in the European Union (EU} and Asian countiies instead of
sociatist countries. However, those enterprises are not so many. All most all enterprises aim at
the Vietnamese market mainly at the southern and northern markets. :

- Other interésting answets on the market situation were as follows:

* After service is very impoﬁant for expanding their market, and
* Production capacity shiould be decided by market demand.

9.2.2 Production

There are three main points, those are production facilities, production technology and
production standard. ' o
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1) Production Facilities

The main answers on production technology were that enterprises are using old facilities
imported from the former Soviet Union, Czechoslovakia, Poland and East Germany, These
production facilities were introduced about twenty to thirty years ago. Those facilities are
maintained well by the factory workers and they use that machinery well, However, it is
impossible to compete with modern machinery that is imported from the EU, Japan and so on.
Moreover, cnterpnses suggested that capability is very low and smalt,

2) Production Technology

Almost all enlrepn.neum wish to enter into a J/V for getling produchon {cchnology and capital.
Some of the enterprises succeed in J/V with Japanese and Taiwanese entérprises. MV is-
attractive in the southern region compared with the northern reégion, because there was an
acceptance base for J/V in the southern regions.

3) Production Standard

Those J/V and technical cooperation compames are introducing new standards, such as
* company’s technical standard, advanced countries' standard and International Orgamzatlon for

© Standardization (ISO) 9000, In the production line, they are introducing technical meeting

system, statistical quality control (SQC) syslem, trammg and vocational system: and research

- and development (R&D) system. Those answers came mainly from the southemn part of Viet
Nam.

" Other interesting answers on production’ were:

* Continuously receiving technical cooperation until stabilization of product quality
* The quality should be kept for succeeding in the competition with other eiterprises
« Setling of eniergency generator system '
* Transportation cost is very high, and
-+ Workers hate dirty, hard work and dangerous jobs.

9.2.3 Producls_ o

Vietnamese are brand Onented people 50 they chose the company name and/or brand name i |

“when they buy products. People like Honda motorcyctes very much, because of its quality. and
Honda’s market share has increased to more than 80%. The Sony brand is also fanious for its
‘quality and high standard. That image is spread mainly by word of mouth communication.

The enterprises are always thinking about this brand oriented mind so that the  original
-equipnient manufacturing (OEM) is easy to adopt in Viet Nam. Seme local enterprises are
trying to supply their own brand. However, they are niche market oriented. They produce
black and white televisions and simple televisions without any functions. However, new
brands and new technology products are very difficult to introduced in the market and it is takes
two to three years. :

Other lntemstmg opinions were as follows:

-+ Expecting to introduce export slanclards, and
* Introducing a development and import mcthod (DIM).



9.2.4 Loan (Finance)

Nearly half of the enterprises have applied for loans and they enjoy financial cooperation with
banks. The succeeded enterprises have no problems to obtain shoit term loans as a monthly
rate of 0.7% to 0.8% from the investment bank or another commerciat bank. Intemational
enterprises claim that long term loan is also available at an annual fate of 8% to 9% for a 5 year
term, Those enterprises that enjoying the term loans are excellent enterprises and they have a
good relationship with the bank.

On the other hand, weak enterprises could not find any financing sources. They borrow the
money from their workers. So they are complaining about the financial system. The reasons
of financial problems for weak entérprises are as follows:

« Limitation of the national budget for finance

« Limitation of the loan capacity of commercial bank

» Commercial bank can finance to the enterprises within only 10% of its own equiity
» Loan procedure is very difficult to understand for entrepreneur

» Financial proposal is very difficult to make and there is not enough skill

« Hardly check the proposed items in the bank

« The bank reguires securities

+ Long term loan is very difficult to borcow as compared to short term loan, and

« It is necessary to have an approval from prime minister for over US$ 40 million
investment. :

Somie enterprises proposed financing from foreign banks or intemational development banks,
but this is also difficult under the credit system in Viet Nam and the financial procedures. The
most successful enterprises use their own profit and retained camings and reinvest in their
produciion facilities. Another financial source is the relationship between Vietnamese abroad
and Chinese abroad. Anyway they request that the finance is the important item for enterprise.

9.2.5 TUems Related to Policy Changes

From 1986, the Viet Nam Government introduced the Doi Moi poticy (renovalion policy).
“Related with this new policy, statc enterprises have a big change in their administrative
organization and production system. Activities of enterprises, which are based on their. own -

'rcliance,arcasfollows: B : _‘ B
-~ + Products should be decided by themselves

» New production technology and facilitics sh01ni_d be introduced
* '« Market should be developed on their own responsibility, and
+ Responsible for their total management.

Some enterprises lose their market and finally they change their product. In the worst case, the
big engineering factory produces handmade rattan partition products as a side business. Before
the adoption of the new policy, manufactusing industries only produced their product under the ‘
direction of the government decision. However, after introduction of this policy, they do not
have any idea how to change their total system, * They get into the vicious cycle of losing the E
market, reducing production and dismissing their laborforce like wise. _ :

Hence, enteiprises are facing many problems: _
+ Tssue of the industrial policy that does not fully support the enterprises
» Unclear policy and/or regulation
+ Issue of the management staff



» Issue of the industrial production hierarchy
» Issuc of market development, and
* Issue of job creation.
According to foreign investors, there are some difficulties:

« ¥DI law is not clear and it changes so many times

* Regulation is not clear and not the same interpretation with each People's Committee
* Local contents is unrealistic, and

* Suddenly change the taxation system and lose their profit.

However, there are active and lively enterprises. Those enterprises aim at changmg {0 a new
_enterprise by business process re-engineering. Other enterprises aim at technical cooperation,
J/V and the establishnient of group enteiprises.

9.2, 6 Information

Regarding to the information items, partner and market is very important information for
emrepreneurs

: ]) " Pariner

The important information which they wish to have is information for the introduction of J/V
-partners. Some enterprises wish to cooperate with foreign partners through the economic
~“relations office, planning division and Chamber of Commerce and Industry of Vietnam
~(VCCD. However, it is very difficult to have a J/V pariner. Some enterprises already give up
- to find partners. Generally, those enteiprises are weak one under any kind of aclivities.

_ z)' : Market

Market information for their products is the next important. Their masket information sources
are business n.!auonshlp, customers, VCCI, sales office and so on. Also they are usmg those
sources for their adveitisement and mass communications network, Especially, electric' and
-~ electronic industries are eager to obtain market mformatlon - However, new market
_ development can not be obtained easily. - o '

The remalmng mtcresimg replys from entrepreneurs were as foHows

. WISh to estabhsh market and pmduct information network
- *Wishto make néw market through information network and
-+ Aiming to néw technology information from the network.

9.2.7 Business =Assoeiation

The business association is very useful for introduction of new technology, development of

new products, development of the market and policy making for each industry in advanced

_cOunlnes In Viet Nam, there are some business associations, namely plastic industries, tele-

:communications and electromcs fiber and synthetic fiber, vehlcle industries, leather shoes and

s0 on, - Some businéss associations have many acnvxtles ‘However, more than half of the .
associations have no activities,

Details of the activities of associations in Viet Nam are as follows:

~ + Supply of product information
- » Open the meeting and seminar for exchanged entrepreneurs opinions
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» Publishing of specific magazines
« Hold exhibitions, and
* Supporting activities for invesiment.

9.2.8 Comments on the Central Region

The comments that relate to the Centrat Region from the local enterprises were collected through
an interview survey. Nobody doubts that the Central Region is becoming important to the
national economy as a one of the three growth poles in Viet Nam.

However, enterprises which are located in the north and south regions are very busy with their
own activilies and the economy of the Central Region is still very small. Some enterprises have
conducted feasibility studies (F/S), but with no good result.  However, they think that the
Central Region will become great market within the next decade.

‘The comments on the Central Region from north and south entrepreneurs are mainly divided
into four topics. Those topics were: -

» Typhoons always hit and make a flood in this region

» Market capability in the Central Region is very low

» Lack of infrastructure, especially transportation and information networks, and
* The Central Region is the next national growth pole, '

If the economy of the Central Region develops, as a first step, the entrepreneurs wish to
establish their sales office in the Central Region. - '

9.3 TREND OF JAPANESE FDI BY INTERVIEW AND MOVEMENT OF
ASIAN REGION A

From January to February 1996, we conducted an interview ‘survey - with manufacturing
enterprises and related associations for the foreign direct investment (FDI) to Viet Nam. ¥From
this interview survey, we could find the following issues and requests: '

s Lack of adéqueite infrastructure, especially in the North and Centeal Re_gion' S
~ * Director of enterprise should have economical knowledge . o '

* Desire to large market and/or demand of products, and . - '
© ' +Desire foraclear legal frame, © - - -
. Of course, these issues and requests of industries depend on the type of industries, but almost
- all investors have demands on these factors. The Japanese investors have a lot of information
from various sources, such as tie-up bank, trading company, fellow company and investment
related agency. This information of investment correspondence is spreaded by word of mouth
easily and fast and it determines the way of thinking about Viet Nam.

The circumstance of the investment trend is not the same as that for the Asian Newly
Industrialized Economies (NIEs) and the Association of Southeast Asian Nations (ASEAN).
According to the interview survey in Japan, we could find that the trend of FDI has clearly
changed with its background of investment circumstance. Hence, it is better to look carefully at
FDI from Japan in the Asian region. '

Including the past trend and new direction, the contents of the FDI interview survey sesults are
classified into 12 categories. Those categories are (1) images of Viet Nam by Japanese
investor, (2) investment mission from Japan, (3) investment condition in Viet Nam, (4)
international specialization in the Asian region, (5) AFTA/CEPT, (6) automobile industries, (7)
FDI by raw material industries, (8) market size and enterprise’s size in the world, (9)
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reinvestment in the Asian region, (10) product life circulation cycle of new products, (11)
attraction of FDI of Japanese SMY, (12) trend of FDI from Japan and (13} FDI poticy.

9.3.1 Images of Viet Nam by Japanese Investor

For Japanese entrepreneurs, Viet Nam and HCM is the same word. So if we are talking about
Viet Nam, everybody is falking about HCM without any doubt. Compared with HCM, the
next is Ha Noi and Hai Phong. However, only few investors are thinking about a central
province such as Da Nang. The preference for investment location of the Japanese entrepreneur
is to concentrate in the south.

“The first iniage of a person is made by a lot of information of written material and oral
communication. Before leaving their countries, investors have an image of their expectation. It
is therefore needed to establish a good impression of the Central Region first.

'9.3.2 Investment Mission from Japan

There are a lot of investment missions from Japan to Viet Nam, but the missions always skip -
the Central Region. Although they visited the Central Region, they did not come back again.
. This is because, there are few quantities of resources for economic scale of production for
export and there is insufficient infrastructure.  Japanese enterprises always think about scale
merit, bt unfortunately there are no natural resources and facilities which agree with - their

- commercial production for export.

~ More infrastructure development is required for.the introduction of investment and moreover
the Central Region should send a lot of information to the outside, including foreign countries.

- 9.3.3 Inves.lment Condition in= Yiet Nam

' There is an investment law and regulations, but final investment conditions are decided by

* negotiations and sometimes the result are out of standard. This makes a complicated image of

~ the law and the’ regulauon for the investor. Moreover, it makes no clear image for foreign
investors.

It is necessary to establish clear and fair investment cohditioﬂs.
_9.. 4 Internaiional Speciallzauon in: the Asian chlon

1) Area Prpductmn and lnlcrnaliona! Spccialization

The NIEs and the ASEAN region received much investntent from Japan. Among that mglonal
investment, there are some investment from the same enterprises and/or same business group
enterprises. - Those group enterprises located in the different countries are producing specific
products and there are specific functions by cooperation between group enterprises. In other
words, one assembling enterprise coltects raw materials, parts and components from different
factories in the Asian region.

A few years ago, the production base was the point that one country has complete pmducuon
line as an assembler.’ Japan plays as a supplier of the raw materials, parts and components. '
However, as mentioned before, the pmducuon base is becoming an area production system, :
such as international spe(:lahzatlon

Entexpnses are becoming to play specnahzed function for the production system in the Asian -
region, Some electronic enterprises already estabtished their own - intemational production
system in the Asian region. That is why, new investment from Japan has its own limitations.
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2) Re-location Needs

" Division of labor in the Asian region for cach commiodity item is developed by each
manufacturing enterprise, especially in the houschold electric appliances industries. Maybe in
the near future, houschold electric appliances industries will reach their peak investment in the
Asian region. However, some relocation requirements remain.

The type of the relocation is as follows:

» Relocation towards the cheap labor cost countries _
» Relocalion for the change of production item to high value added products, and
« Concenlrate as one special factory to reach the scale merit of the production process.

9.3.5 AFTA/CEPT

In the Association of Southeast Asian Nations (ASEAN) region, there is the ASEAN Frec -
Tiade Area (AFTA) concept and Viet Nam has registered with the Common Effective
Preferential Tariff (CEPT) scheme. In CEPT, Viet Nam agreed to reduce their customs duties
to between 0 % and S % until 2006 except for agricultural products.

Foreign enterprises for assembling are investing to Viet Nam and using their low labor
advantage in the ASEAN region. The parts and components are available from other ASEAN
countries nearly duty free in the near future. Also the, Japanese group enterprises encourage to
establish their international production region and Viet Nam is becoming one of the production
“and/or assembling bases for international specialization. L o

Vet Nant has a chance to establish herself as an assembling base in the Asian region under the
AFTA concept and introduces relocation industries. B :

9.3.6  Automobile 'InduStries.

The automobile industries are the leading national industries in the world, However, there is a
timitation of the automobile market size in the advanced countries and the market cannot be
‘expected to expand in the advanced countries. - So automobile makers are aiming at the Asian
countries as a next growth region. Although they wish to sell their product to the Asian region,
the market does not expand and grow rapidly. They are prospecting th¢ long term future
‘markel in the Asian region. : T ‘ :

The Vietnamese market is in the same conditién, even though the pdpulzilion_sgalé is 75 million . -
people.  The govemment of Viet Nam' introduced “foutteen car asseinbling industrics..
However, those manufactures are reconsidering their production schedule. o :

The automobile industries also make the division of their manufacturing system in the Asian
tegion, but the demand of automobile is only 10,000 to 20,000 in Viet Nam. The automobile
assembling industries in Viet Nam suffer from a small market and some aulomobile makers
reduce their production volume. Moreover, the government of Viet Nam licensed fourteen
automobile enterprises. Half of the automobile makers will be selected by the market within 2
10 3 years and finally the car assemblers will become 2 to 3 makers (see Figure 9-1).  Also, the -
requested local contents of 60 % is very unrealistic. - ' -

Careful attention to the automobile industries is needed and full support by govemimient
assistance, because this industries could become the next important industries in Viet Nam.



Figure 9.1 Location of the Automobile Assemblers in Viet Nam
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- the Japanese one and more over they are trying to reinvest in the Asian region and make another

-~ they are {rying to reinvest their profit outside of Japan.

9.3.7 FDI of Raw Material Industries

The assembling industry for household electric dpparatus is rushing to invest abroad and raw
mateiial makers lose their customers in Japan. The raw material supplier such as plastic and
iron and steel industries are therefore relocating to the Asian countries. These industries are
trying to find a relocation place, where there arc huge markets for them. Those raw material
industries are following the end user, such as automobile assemblers and plastic industries and
$0 On.

There are two objectives of investment abroad by the basic chemical industries. One is
obtaining raw materials and the second is to have an end user.  Oif refinery is the former case
and basic chemical industries are the lalter case.

Steel making industries is investing abroad following the users, too. The biggest users are
automobile industries foltowed by electrical industries. However, the establishment of iron and
steel factory is difficult because of the huge capital requirements, so thal, they invested
downstream, such as reinforcement bars making plant. In developing countries, there is a lot
of demaind of this reinforcement bars for constniction materials.

So there is a chance to introduce those raw material industries into Viet Nam.

9.3.8 Market Size and Enterprise’s Size in the World

From 1980 up to noiv, there are lols of markets in advanced countries, because cnterprises

-produce continucusly high quality products and new concept products. Early adopters always

support those new commodities and arc leading the market. From the 1990s, China is
becoming the latest huge market, because of her population. Asian countrics aim at those
markets. However, the market size is becoming limited. - Consequently, hard competition

prevails in each market and trade friction is also appeared. In those markets, there is severe

- competition. \
. Hence, each enterpsise wishes to win this competition and they are changing their way of

activity. They are looking for the scale economy in each industrial field. So that there are some

© movements that business cooperation between same business field, combination and merger -

and acquisition (M&A) such as aiming to the scale merit in each special field. © Those

~ movements appear one after another, Japanese giant Mitsubishi Chemical Co., Ltd. is one of
- . those cases, however, American petrochemical industry is still a giaqt enterprise in the world.

9.3.9 Reinvestment in the Asian Region

~ Japanese companies were suffering from decreasing exports caused by the high Japanese Yen
~ and they are advancing to invest abroad. Real internationalization takes place among Japanese -

companies. Also they understand that the enterprises should be internationalized.

They remit their profit to Japan. However, 43.3% of corporate tax is vény high in Japan. So

* Large and advanced enterprises in the Asian region also reinvest their profit to the developing

countries without remittance of profit to Japan. Corporate tax of Asian countries is lower than
profit.
9.3.10 Production Life Circulation Cycle of New Producis

The market of consumer goods and/or livelihood products is very huge. Televisions and video
recorders are included in those products. ‘The products have adopted high technology and are
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normally produced in Japan. Television took about twenty years to transfer its production line
to Asian countries, However, the video tape recorder took only five years. Accordingly, the
production base of high quality products is moving to the Asian countries, except for high
technology and potential products,

Nowadays, high quality products are being manufactun:d in Asian developing countries.
Because, production technology is advanced, it is very easy to make those products in every
Asian coumry if they have good mfrastluclure certain production facilities and knowledge.

“Viet Nam also has a chance to invite those industries, if she concentrates on developing
“infrastructure in certain places, -

9.3.11 Attraction of FDI of Japanese SMI

There are lot of small and medium scale industries (SMI) in Japan. The SMI produce many
parts and components for large scale assemblers. - The Japanese production structure system is
made upon SML. The Japanese SMI have much technology and techniques to manipulate the
productton machinery and produce parts and components. However; the most attractive
industries invested already abroad so that the remaining SMI are mamiy weak enterprises in
Japan.

In the Asian countries, entrepreneurs understand that even if Japanese assembling maker invest
in the countries, parts and components should be imported from Japan. 1f they introduce new
- parts production technology from Japanese SMI and facilitate new eqmpment they could
- reduce production cost.

- Recently, Japanese SMI that produce parts and componcnls have becn invited by the Newly

~ Industrialization Economies (NIEs) and the Association of Southeast Asian Nations (ASEAN).
- If they could invite these SMI, they could have part of production tcchnology and they can
- reduce their producuon cost and keep their competitiveness.

* Those basic industries support big assembley makers. If one could introduce those basic
mduslnes to Viet Nam, they could support assembling industries in Viet Nam.

| 9.3, 12 Trend of H)I from Japan

1) O&erall Trend of Japanese F[jl . P )
There w was some boom of FDI from Japan From 1950 lo 1970 Japanese enterprises were

investing to the NIEs region. In the !ate 1980s, Japanese entelpnses were investing to the = . -

ASEAN region, especially to Thaitand. -

Major entefpnses invested abroad togclher with their business groups and/or subconteact
enterprises. Nowadays, the investment boom has changed its direction to Viet Nam and China.
~ The investment activities abroad from Japan are:

+ In 1980's to now to ASEAN
- ¢ Ineady 1990°'s tonow . - to China, and

* In mid of 1990's to now to Viet Nam, India and Myanner,

China is the final biggest market of this century, so that foreign market oriented enterpnses are
_intvesting to the coastal economi¢ zones. ' T heir absorptive capacities are very huge and market
oriented industries are continuously mvestmg in China. The other market oriented industries
will move to India nowadays.

Viet Nam also experienices a FDI boom from NIEs, ASEAN and Japan. For the beginning,
‘fabor intensive industries invest to Viet Nam especrally in the southera part.  However, labor
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costs are increasing and labor intensive industries are hesitant from high cost salary level.
Hence, some of those enterprises evaluate the future perspective of labor costs between Viet
Nam, Myanmar and other south Asian countries. :

The labors intensive industries and agro based industries are starting to invest into Myanmar.
‘Myanmar is the next investment target in the Asian countries. Myanmar is becoming the
limelight for Japanese investors and Asian NIEs. The reasons of Japanese enterprises to invest
in Myanmar are:

+ The political problem is not so hard

« Cheap labor cost

+ English is widely spoken in the country

» The regulation is not so difficult, and

+ Some Japanese industrial estates {(IE} have began to be established.

2)  Japanese FDI by Business Group

Regarding large scale industries, they start their investment into Viet Nam. Those enterprises
aim at the international specialization, the Vietnamese mwarket and natural resources.

Among these activities in Viet Nam, there are some final huge movements that some group
enterprises and major trading companies establish their 1Es in Viet Nam. Those enterprises
wish to invite business group enterprises and so on. Japanese major investors are already
investing to the Asian region and making their production area network and intemational

speciatization including major SML - These IEs movements are the final big investment from. . -

Japan and it is meeting the investment peak in Viet Nam within few years. : _
. Nomura Hai Phong Industrial Zone is the first IE of those Japanese IE, so that every Japanese

" investor is watching their activities. However, Nomura was finally requested to invest into an -

additional power station, which was to be provided by the goveinment before.

* The movement of Japanese 1Es development is generating the biggest and peak investment from -
Japan. It is therefore required to study the trend of Japanese invesiment and select the best
industries that Viet Nam wishes to introduce. g o . :

~9.3.13 ¥DI Policy

. The foreign investment taw was published by the govemment in 1986. | At first; this law was

* similar to the ong's of the Asian region. But later this law had a lot of minor changes.
Entreprencur mentioned in the interview survey that the law is very complicated, mixing the old

and the new veision, L R

Even there is a FDI law, the investment conditions and conteénts are decided by negotiation
between the Vietnamese government and enterprises. That results sometimes jn conditions less
than required by the regulations. For example, sometimes the salary is less than the minimum
- wage regulation. : ,

A clear and fair FDI policy would induce considerable amounts of investment,
9.4  PRESENT STATUS OF FDI

9.4.1 'Trend of FDI

In 1988, FDI in Viet Nam comprised only 37 projects worth US$ 359 mittion. However in
1995 it increased to about eleven tires of 404 projects and US$ 6,616 million (see Table 9.3).
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Table 9.3 Investment Trend In Viet Nam

. Year No. of Project] Accuomlated Total lnvcslmeﬁl Aécumi:ialed wss|
" {nos.} {nos.) Capital (US$ 1,000) 1,000}
1988 37 3 359,000 359,000
1989 . 70 107 519,000 878,000
1950 109 21d 592,000 1,476,000
1991 9 34l 974,000 2,444,000
| 1992 : 193 507 1,926,100 4,370,100
1593 261 764 2,615,400 6,985,500
1994 340 1,108 3,721,700 10,707,200
1995 404 1,512 6,616,000 17,323,200
1996 (as of September 14 - 1,529 - 22,000,000
| accumulation) : '

Source: Ministry of Planning and Investment

. Especially, total investment capltal of heavy industries is very high with about US$ l 5 billion,

second is tourism & hotel industiies with US$ 882 miltion and third is light industries wxlh
US$ 549 million (see Table 9.4).

~ Total FDI as of September 1996 is 1, 528 projects with US$ 22 billion total investment capnlal

~ - The FDI in Viet Nam is lncreasmgly headed by Taiwan with 260 projects and US$ 4 billion

total capitals as of September 1996 (see Table 9.5). These investment activities ace tead by Tan
Thuan Export Processing Zone (EPZ) There are 118 commuted enterprises with 36 operation
‘and 22 under construction. ©

The second:is Japanese investment wnh 156 projects and US$ 2.4 billion fotal capital.
: 'Japanese enlcrpnses are mvestmg into the Tan Thuan EPZ wnth 49 entelprlses S -

9, 4 2 FDI to the FOur Centlat Pnovmces

Viet Nam is alteacling a lot of investment, however the Central Region could not have encugh
FDL Among those, Quang Nam-Da Nang attracted 46 projects worth US$ 557 million total
capital as of September 1996. Meanwhile, Thua Thien-Hue received 6 projects and US$ 97
million total caplla! Quang Ngai received 2 projects with US$ 5 million and Quang Tri received
only 1 project with US$ 3.2 million.

- Quang Nam-Da Nang is practlcally the only province that received a significant amount of
- foreign invesiment into the manufacturing sector.  According to the Industrial Depariment of
- Quang Nam-Da Nang, most of foreign investments in this province is related to light industries,

© . such as textile, garments, shoes, cigarette, soft diink and so on. A few heavy and chemvical

+ industries are esiablished as a joint venture with foreign partners. - Assembly of automobile,
ship brcakmg and industrial plastic productions are examples, even though the total amounts of

 foreign i investment to these sectors are small.



FPZ, Bien Hoa IE and so on. (see Figure 9.2).

IEs and EPZs in Viet Nam. The atlractive 1Es and EPZs are mainly located in

9.4.3 Preseit Condition of 1Es and EPZ
y

the southern region such as Tan Thuan

There are man
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Figure 9.2 Major Industrial Estates and Export Proceséing Zones in Viet Nam
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“1a Da Nang City, there is one Export Processing Zone (EPZ) operated by a Malaysian
management firm. The Da Nang BPZ is still under construction, but the first phase of the
construction will be finished by October 1996. Currently one Malaysian candle producer has
invested in Da Nang EPZ and already started operating. According to the management firm of
the EPZ, over 100 foreign enterprises have shown some interests in the Da Nang EPZ, but until
now only four enterprises have shown interest for application.

9.5 THE ISSUES AND CONSTRAINTS OF FDI IN THE CENTRAL
REGION

Although, the Da Nang EPZ docs not work well, ther 1Es and EPZs in Viet Nar are attracting
FDI a lot.  Those issues of FDI in the Central Region are related in (1) foreign investment law,
(2) issue of the EPZ, (3) one stop service system and (4) technology with J/V.

9.5.1 Forcign Investment Law

The foreign investment law is changed too often and issue information is not submitled finally
in written form. Every enterprise request written material. However, normally oral
information is available to investors, so that each investor has a different impression and
understanding. .

That situation makes it more difficulty for altracting continuous FDI. Information is spread by
- word of mouth, and nobody is interested in this situation without any written material. Other
1Es and/or EPZ is in the Asian region prepare well-coordinated systems and pamphlets.

- It is requested that Viet Nam sludy those investment laws clearly and prepare proper
‘information material. Such material shiould be delivered to the investors through a one stop
window. = .

- 9.5.2 Issues of the EPZ

There is the Da Nang EPZ for export o_riéntpd manufacturing industries among six EPZ in the |
country, However this EPZ has only one candle industry located init. e o
The peifornmanqe of this EPZ is very low and the reasons are as follows:
* Approval of the project license was delayed
“+ Developing paceis very slow . . .
« Handling capacity of Tien Sa Port is very low
* Access road condition to this EPZ is not good enough

* Required renovation and/or new bridge on the Han River from Da'Nang’ City for comniuter
and access road, and

* Han river bridge is becoming bottle neck for using the Da Nang Airport.

'9.5.3 Olie' Stop _Servic'e Sy‘stem ]

*  Investment missions sometimes go to neighboring countries, such as Thailand, Myanmer and

so on,” For example, in Thailand, they have prepared complete investmient information
materials for investors through one stop service windows. They can collect such malerial easily

- and they can easily compare with each 1Es and EPZs. Comparing with each item, the condition
of Viet Nam is less attractive except for labor cost.

: Reception windows for FDI in Viet Nam are difficult to understand for investors, because of
few advertisements in Viet Nam and abroad. Even there is a EPZ Authority, there are other
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