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Preface

In response (o a request from the Government of the Socialist Republic of Viet Nam, the
Government of Japan decided to conduct a study on the Integrated Regional Socie-Economic
Development Master Plan for the Key Arca of the Central Region of the Socialist Republic of

Viet Nam and entrusted the study to the Japan Intetnational Cooperation Agency (]ICA).

JCA composed a study team headed by Mr. Itaru MAE, Pacific Consultants International, and
sent the study team to Vict Nam several times between November 1995 and November 1996.
The study tecam had a series of discu'és%ions with the ofﬁcials concerned of the respective
| governments and the representatives of private organ'izalic.in.s. and conducted nec'essany s;ﬁrveys=
at the study arca.: Through further studies in J#pah,,lhe present r#borl Was .prgparcd.' I hopc.;
this report will contrif)ute-tb the promotion of lhé'plan ;and to the enhancement of fricndly‘

 relations between Viet Nam and Japan.

C 1 wish to express my sincere appreciation to all the people concerned for theif close cooperation |

" extended to the study team.
~March, 1997

Kimio Fu_ma

President
Japan International Cooperation Agency






March 1997
Mr. Kimio Fujita

President
Japan International Cooperation Agency
Tokyo, Japan
Letter of Transmiltal
Dear Sir:

We are pleased to officially sabmil herewith the final report of “The Study on the Integrated
Regional Socio-economic Development Master Plan for the Key Arca of the Central Region of
the Socialist Republic of Viet Nan™.

This report compiles the results of the study which was undeitaken in the Socialist Republic of
Viet Nam, from November 1995 to March 1997 by the Study Team, jointly organized by
Pacific Consultants Intemational, Sanyu Consultants Inc. and International Developnent
Center of Japan. ‘ .

We would like to express our deep appreciation and sincere gratitude to all those who extended
their kind assistance and cooperation to the Study Team, pasticuladly the officials concerned of
the Development Strategy Institute, Ministry of Planning and Investment, the Socialist Republic
of Viet Nam, and other members of the Viet Nam’s Counlerpart Team. o

We also acknowledge and appreciate greally the excellent support given by your agency and the
Embassy of Japan in the Socialist Republic of Viet Nam. :

| . We sincerely hope that this réport will be of help for the socio-economic development of the
. country as a whole. This report would be able to contribute really to Viet Nam's people and

- socio-economic development in the futuse.

Yery truly yours,

! -“Itarui.Macj-':

- Team Leader _ SR -
The Study Team for the Study on the Integrated
Regional Socio-economic Developnient Master
Plan for the Key Area of the Central Region of

the Socialist Republic of Viet Nam






INTRODUCTION

This is the Executive Summary of the Final Report of the study on the Integrated Regional
Socio-Economic Development Master Plan for the Key Area of the Central Region of the
Socialist Republic of Viet Nam, which was conducted by the Japan Interational Cooperation
Agency (JICA) over the period from November 1995 to March 1997,

The Key Area of the Central Region which is referred to as “the Study Area”, comprises four
provinces, i.e. Quang Tri, Thua Thien -Hue, Quang Nam -Da Nang, and Quang Ngai.

The Final Report is presented in six main separate volunies and the two separate Sector Repotis
as indicated below.

Vol. t : Executive Summary
Vol. 2 : Main Text (Mastei* Plan 20190}

Vol. 3 : Part One - Pre-feasibilily Study for Highland Industrial Crops
and Reforestation Promotion Prograim

Part Two - Pre-fcasib'ility Study  for Integrated  Rural
Community Development Program

Pre-feasibility Study for Dung Quat Industrial Development
_ Project

Vol. - § : Pre-feasibility Study for Tourism Infrastructure Improvement
and Tourism Promotion Zone Development Project

Vol. 6 : Pre-feasibility Study for Hue -Da Nang Inter-city Highway
Construction and Secondary Road Improvement
Project _

Sector Report 1 Sector Development Plan for Agriculiure, Foresiry,
Fishery, Industry and Tourism

Vol. 4

Scctor Report 2 : - Sector Development Plan for Ini‘raslruclufc, Social
o ‘ Development and Envirennient

As a result of the Study, it is finnly believed that judging ‘from the national - economic
unification aspect, the Ceniral Region will face formidable socio-ecoriomic chatlenges at the
tarn towards the 21st century, in order to extricate itself from the economically underdeveloped
siluation, thus contributing not only to improving the socio-economic environment of the
people’s life in the Central Region, but also to alleviating the widening regional disparities
between the North and the South of the Country.

The Central Region stands at an carly stage of socio-economic “development, thus in
tremendous needs for intensive mobilization and integration of resources in order to achieve its
accelerated growth.  To meet the needs requires appropriate leadership of provincial
governments as well as positive support from the central governiment in terms of institutionat
and financial arrangements. '

It is sincerely hoped that the Final Report will be helpful for formulating a consensus within the

~administration concerning the supreme importance of the accelerated socio-economic growth of

“Central Viet Nam and for orienting the government efforts towards the successful preparation
and implementation of the projects and programs recommended in this Final Report.

March 1997, Tokyo
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OUTLINE OF THE STUDY

Background of the Sludy

Vict Nam’s economy has becn growing rapidly under the “Doi Moi (renovation)” policy, which
was adopted by the GOV (Government of Viet Nam) with a view to achicve the economic
target of a per capita income of over US$ 500 by the year 2000. However, regional economic
disparitics within the country have widened in the course of rapid national economic growth.

In fact, the Ho Chi Minh City centered South Region has been growing faster, thus widening
the disparity with the Ha Noi centered North Region, and the Central Region cannot keep pace
with the rapid growth in the South and the North. l,uwmg the Central Region as an
economtically’ underdeveloped area would result in an economic discontinuity between the
North and the South, thus jeopardizing the cconomic unification of the country. Therefore,
achicvement of accelerated economic growth of the Central Region is of national 1mpoﬂancu
and significance in the context of the economic umﬁcauon of thc country. :

Development Goals and Objectives

Development goals of the Ceatral Region are discussed in three dimensions, ic. in Ui
intemational context, national context, and regional context. In order (o achicve the goals,
more definitive objectives are defined as follows:

¢ In the infernational context: Tikmg advantages of ils guographlca! location, the
Central Region should form an cconomic network with intand countries and regions in the
- Greater Mckong Sub-region (in the forim of an Indochina East-West Trade Corn idor), and
. assume a transshipment and trade processing ‘center of the Sub-region. :
(1) Establishment of an intermational lmpluncnlauon rt,g:mc,,
- {2) Imiprovement of Highway No.9, :
~ (3) Construction of a new deep-sea port in the Chan qu area, and
- {(4) Creation of fre¢ trade zones in Quang Tri Province and Chan May.

“¢ In the national context: The Central Region should achieve an accelerated economic
arowth to mitigate widening cconomic disparitics among regions, thus contributing to the:
- economic unification of the country.
-y Creation of 2 (,ntwal industiial mass in Dung Quat,
(2) Development of the Hue -Da Nang tourism corridor, ;
~ - (3)' Promotion of mdusmal and cash crops hnnmg and rufonstatmn in hlghland areas, and -
{4y Improvmmnl of regional road nelwork, : :

R '‘the regiona! contexi: The Central Region should pursuc “dcvulopmcnt qual:ly ,
which is socially and cconomlcally batanced and ummnmenhlly sustainable dwelopmcnl

(1) Administrative capac;ly building of local governments,
(2) Comprehensive water and environmental management,
(3) Integrated rural communily development, and
(4) Development of human resources. '

" Development Plan by Key. Sector

¢ Agriculiure Sector: There remains somc room for cxpandmg arable: land in the hlghland
arcas, where a varicly of industrial crops can be planted. Reclamation activities should be
fully consistent with environniental ‘conservation, . and  involve ethiic minorities in -
reforestation management and in supply of industrial crops together with subsistence food
crops and cash crops, thus enabling them to change the “stash and burn” farming systei.
Up to the year 2010, the currcnt industrial crops acreage of about 52,000 ha will be
expanded to 134,000 ha,

o Industrial Sector: Two growth poles should be strategically created to harness overall
socio-cconomic: development in the Central Region.  One is the Dung Quat industrial
development and the other is the Chan May arca development as 4 transshipment and trade
processing center of the Indochina East-West Trade Comdor At the same umc small to

(1)



medivnt scale indigenous industrics will be strengthened through appropriate suppoit by the
- Governmenl.

s Tourism Secctor: As an immedialc action program, tourism infrastructure will be
improved centering along the Huc -Da Nang tourism corridor as the major tourist destination
in the Central Region, followed by the development of lourism promotion zones with a view
10 atlract mass tousism. Two TPZs will be devetoped, one is the Lang Co TPZ and the other
is the Hoi An TPZ. It is expected that over two million foreign tourists will visit the Central
Region by the year 2010.

¢ Sgcial Sector: The social development in the Central Region should necessarily underline
mral farmers residing in the highland areas as the target people. “Poverty alleviation plan
“‘construction and :mpm\cmcm of social infrastructure and provision of servucs , and
“capacity bmldmg will be implemented in the highland ardas by means of a “participatory
approach” by involving the people concerned in the development process. ‘

6 Priority Projects /Programs for Pre-feasibility Study (Pre -FIS)

- An evaluation was made to select 6 priority projects and programs taking into account the

© factors of (1) contnbution to accelerated economic growth, (2} consistency with national

policy, (3) quicker return of development effects and greater ripple effects, (4) building solid

economic foundation in the mid and long term, (5) balanced and equitable development, (6)

prepacation for participation in liberalized intemndtional cconomy, (7) support for social
devclopment.

(1) Hue-Da Nang Intet- cuy Highway Consteuction Project (HDH)
" (2) Secondary Road Improvement Project (SRI)
- (3) Dung Quat Industrial Development Project (DQI)

(4) Tourism Infrastructure Improvement and Tourism Promotion Zonc
Development Project (TIE & TPZ)

- (5) Highland Industrial Crops and Reforestation Promotion Program (HIC)
- {6) lnu,graled Rural (‘ommumly Development Program (RCD)

The pre-F/S revealed that all the above 6 projects and programs are justificd from lhc. socnal and
cconomic-aspects. However, (he three projects, HDH, DQI and TPZ, have limited commercial
viability if their capital investments and repayment thereof are to be included in the project cash
flow. These 6 projects and programs are expected to be virtually completed by the year 2005,
as they are the lmportanl stintulator for subscqucnt socio-cconomic dcwlopmcnt in the Central
Region. S ,

;Prehmmary lmplemcniat:on Plan

- The cstablishment of a “Central Region Dcvdopmcnt Commmw (CRDL) is recommended
as the agency responsible for the overall implementation management, since the sclectéd
projects and programs arc of area wide and complicated nature in need of extensive
coordination between the central and local governments, among local governmeits, and with
pcoplc, involved in them,

» For the proper operation and maintenance of HIDH, DQ[ and T PL corporatlons should be
.cstablished rcspu.lm.ly which arc sclf~ﬁnancul with the revenues or charges gulentcd
from thcnr opcmtlons

¢ Besides the selected 6 pnonty projects and programs, there are many other prolccls and

- programs deenied important, among others, the following four should be given priority
consideration. (1) Highway No.9 Improvement Project, (2) Master Plan Study for |
Development of a New Chan May Industrial City, (3) New Chan May Porl Developmeit
Praject, and (4) Master Plan Study for Comprehensive Water Resonrce Management of the
Huong River Basin. Among these, draft TORs (Terms of References) for (2), (4) and (5)
are included in the Final Report, and other short-listed ones are included in the form of
“project profiles”. _

(2)
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Development Master Plan 2000
{Master Plan of the Key Area of the Centeal Region)
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1. SYNODSIS OF DEVELOPMENT ISSUES

(ASEAN Free Trade Area) in 1996, already accepling to adopt CEPT (Common Effective
Preferential Tariff Scheme) from the year 2006,  CEPT regulates the reduction of import
tariffs for industrial products {including agro-industrial products) to less than § percent for
trade within the ASEAN region. It is also expected that Viet Nam will join WTO (World
Trade Organization) and APEC (Asian Pacific Economic Cooperation) in the hear future,
which will inevitably invelve Viet Nam in the framework of global economi¢ liberalization
and competition. In addition, as can be seen from the ISO (International Organization for
Stanidardization) series 9000 and 14000, quality assurance and environmental friendliness
are growing intemational concerns with its serious impacts on industrial production and
international trade as well. : :

e Viet .am. joined ASEA.N”(-Association of South-East Asian Nations) in 1995 and AFTA

& This implies that regardless of import-substitution or export-oricnted industries, only truly
competitive industries meeting internationat quality standards and appropriate environmental
concerns can survive in the future markel.” In this context, the coming ten years will be very
much imporiant for Viet Nam to strengthen and preparc its industries so that they can
participate cffectively in the forthcoming fiercely competitive and liberalized markets.

® Associated with Vict Nam’s movenient towards participation in the international econoniic
framework, sub-regional coopcération will also become an important issue, of which the
development concept of the “Greater Mekong Sub-region (GMS)” will have a profound
impact on the socio-economic development of Viet Nam, particularly on the Central Region.

NAL 188U

® ‘There is a growing economic disparily between the North and the South in the country.
Leaving the Central Region as an economically underdeveloped arca would result in an
“ccoriomic discontinuity” between the Narth and the South, thus jeopardizing the economic
unification of the country. ‘Ini this context, the socio-cconomic development of the Central
Region is of national importance and significance, and as such, it should be a strategic issue
and, to a greater extent, political subject as well.

© Due to its limited availability of resources along with rather confined land and high
population, Viet Nam, as launched by the government, must pursue the development path -
towards “modernization and industrialization”. - Fn this context, reshaping its existing .
industrial structure; which is heavily dependent upon the agriculwral sector (about 30% of
GDP {Gross Domestic Product) and 70% of employment) is essential by placing much more
emphasis on the growth of the industrial scctor (including mining, energy, and
construction), whilst exerting sustaining effective efforts to enhance the productivity of the
agricultural sector. .

NAM) ISSUE!

® The centralized approval  system of development plans tends to overload the central
‘government, thus making it difficult 1o respond in a timely manner to changes in local
investment needs. Furthermore, the centralized decision-making mode does not provide a
structure, which allows stakeholders to participate in mobilization of resources as well as in
identiftcation of tocal needs and priorities, although such structure is essential requirement
for the sustainability of development projects. '

@ There exisls a tendency that each provincial govermmeént tends to pursue its development
efforts without proper . coordination with or integration of its neighboring provinces.
Functionat integration of . the Central Region by achieving reasonable assignment of
developmenl funclions among the provinces is iniportant from the aspect of making the best
usc of available regional resources. ' SRR

(1) Central Viet Nain Development Master Plan



® Diversification of agricultural products and reinstating ever reducing forest coverage by -
uliizing unused land (which accounts for 15% of the study arca) is a key issuc for
enhancement of the agricultural sector productivity and for rehabilitation of the natural
environment, Bascd on the analyses on the land use potentials, more than one million
hectares need intensive rehabilitation or reforestation in the hill and mountain arca.
Reforestation and production of industrial feash crops in unused land in the hill and
niountain area is the most impostant issue from the aspecis of cnvironnicatal conservation,
rotal cconomic development, and poveity alleviation particularly for those newly
transmigraled and aboriginal ethnic minorities.

@ The agricultural sector has a number of constraints such as (1) petty size of farm land per
agricultural household, (2} underdeveloped farm infrastructure, (3) frequent and heavy
damages from natural calamiitics, (4) limited non-farm income sources, and (5) limited
availabitity of farm inputs and backward marketing system. On the onc hand, -agricultural
intensification in paddy ficlds by means of improved agricultural inputs and managerial
systeins is essential for food seif-sufficiency, but on the other hand, crop diversification and

- reforestation by utilizing umised land in the hill and mountain- arca is also essential for
sustainable agriculture development in the Central Region.

@ The manufactiring scctor is in a very carly stage of industrialization having the
- characteristics of (1) not yet integrated industral structure, (2) underdeveloped back and
forward linkages, (3) mostly small and cottage industries, (4) local raw materials processing
base, (5) simple production process using proven technology, and (6) domestic and regional
market oriented. The Central Region needs to pursue its industrialization process; on the
on¢ hand, by establishing principal industrial cores by inducing inflow of FDI (Foreign
Dircct Investment), and on the other hand, by guiding and encouraging indigenous
industrics so that they can also participate effcctively in the forthcoming liberalized and
compelitive market in terms of both price and quality.

© The Central chion is a dlsasler—pmne area annually attacked by typhoons with -serious
flood damages, and in the dry season, by intrusion of saline water from the sea due to the
sharp drop of the river waler levels.” The rivers in the Central Region should be
comprehensively managed from their water sheds down to esluaries  including .
environmentally seasitive lagoons '

@ Major social issucs of the existing conditions Gf Vlct Nam can bc summarized in four pomts '
(1) alleviation of poverty, (2) need for improving the social structure, (3) need for
improving social services, and (4) need for improving enviranmental protection. These .

. issués -are typically seen in the rural communes: in the study arca.  Patticularly when

© considering the nceds for equitable development, ethnic minorities Jiving in the highland arca

- should be highlighted for improvement of their living cnvnomncm

@ Addressing the absolute inadequacy of infrastructure is of primary importance to achieve the
socio-economic activities in the study arca, inter alia, the focal road network is essential to
integrate the urban and the rural economy so that the Ceantral Region can achieve a balanced
socio-cconomic: growlh in its entirety. In addition, deep-sca porls, railway facilitics,
international  airport in Da Nang, (telecommunication * systems, mumcxpal sanitary

~infrastrucure, aid so on, should be improved or developed within a reasonable time frame.
Municipal infrastructure dcvclopmuu in Huc and Da Nang will have particular importance in
that they will play central roles as nucleus regional cores providing necessary urban services
for both manufacturing and service mdustncs

Central Viet Nam Development Master Plan (2)



SCENARIO:

Priority consideration should be given (o the creation of a New Indochina East-West
Trade Corridor which links Myanmar, Thailand, Laos, and Centrat Viet Nan with highways
and telecommunications network. The Trade Corridor will greatly contribute to the ¢ross-
border movement of persons, goods, and information in the GMS with the resull of equitable
economic¢ development of the countries involved. The cconomic development of the GMS
countrics will improve the political stability and securily of the Indochina Sub-region as a
- whole, which naturally will have favorable impacts on the socio-economic development of
Central Viet Nam.

OBJECTIVES:

® Imstitutional Building: The first and foremost important objective is to establish an
International Implementation Organization specifically responsible for coordinated
infrastructure development among the countries involved, including highways, bridges
inctoding the one over the Mckong, and a deep-sea port in Central Viet Nam.  The
‘Organization will also be responsible to establish a legal and institutional framework for the
effective and efficient operation and maintcnance of the Corridor. - o

@ hmprovement of Highway Linkage: The success of the Trade Corridor will be
physically dominated by the conditions of highway linkages beiween the countries invelved:
In Viet Nam, Highway No.9 should be adequately improved 1o ensure convenient
© transportation of freights to be generated along the Cornidor. ‘ :

@ Construction of a New Deep-sea Port: In order to assume the terminus functions of

the Corridor, it is mandatory to construct a New Deep-sea Port at an appropriate location

- in Central Viet Nam. The Port will function as an intemational commercial port having the
~ functions of a transshipment hub and processing trade center. :

@ Creation of a New Industrial City: The terminus functions will require the creation of
a new industrial city with the new decp-sea port and its ancillary Free Trade and Transit
Zone (FTTZ) having the funciions of storing, proccssing, assembling, trading, and
distributing functions.

SCENARIO:

The agriculture-dominated existing industrial structure should be reshaped by placing much
- more emphasis on the industiial and service sectors, whilst enhancing the agricultural sector
_productivily by adopting intensified and diversified farming in paddy ficlds and by encouraging
mdustrial fcash crops fanming in highland areas. The regionat industialization process should
pursue two paraliel paths; on the one hand, one or two growth polés should be strategically

(3) Central Viet Namn Development Master Plan



created to harness overall socio-economic developmient in the Ceitral Region, and on the other
hand, indigenous indusiries should be encouraged to modemize themsclves as quickly as

possible so that they can participate effectively in the forthcoming era of global compelition.

Functional integration of the ‘Central Region should be achicved by reasonable spatial

assignment of develepment elements among provinces aixl by strengthening inter-provincial

linkages and the linkages between urban and raral arcas, Formation of an urban agglomeration

and resultant expansion of regional consumer market should be realized by integrating two

regional nucleus cities, which are Da Nang and Hue, to assume the central functions for the
development of the Central Region.

OBJECTIVES:

® Manufacturing Industry: Creation of a critical mass in Pung Quat as an integrated
industrial complex, and activation of indigenous industries through institutional and financial
supports by the government. '

© Tourism Industry: By making the best use of natural, historical, and cultural
endowments, the Hue -Da Nang Tourism Corridor should be developed as a major
tourism destination in the Central Region. '

® Industrial /Cash Crops Farming: In consideration of the lmited availability of rice
paddy in low plains and the importance of rehabilitation of forestry in the highlands,
industrial /cash crops farming should be developed, involving the people living in the
mountainous arca. _

© Improvement of Road Network: Improvement of extremely inadequate locat roads
- will serve as a basis of the regional economic activities. Hue and Da Nang should be closely
linked with a high standard highway to function as an integrated metropolilan area.

 OBJECTIVES: _ .

. ® Disaster Prevention and Environmental Management: Flood-prone river basins
should be properly managed in an integrated manncr: Reforestation and micro-watersheds
management ate also inscparable part of water resource ‘management. - Environmental

- monitoring of the qualily of air, water, soils, and natural fauna and flora 'is important to
preclude adverse impacts arising from the economic development in the Central Region.

@ Community Development: The integrated rural community development program ainms
al improving the living standards of the people living in mountainous areas, particularly
aboriginal cthnic minoritics, which - will include micro-watersheds . management,
improvement of slope farming, 1ural clectrification, upgrading . of social services,

 improvement of faim-to-market roads, and so on, through a people’s ‘patticipatory

approach.

® Yocational Education: To foster regional industiialization and moderization, emphasis
should be placed on human resouree’ development underlining the vocational cducation (hat
covers the ficlds of manufacturing, agriculture: and forestry, business and commerce,
tourism, and so on.

Central Viet Nam Development Master ler- (1)
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3. DEVELOPMENT FRAMEWORK

A1:SOCIOECONOMIC FRAMEWORK
© @ Major Assumptions:

Famity planning efforts will succeed in bringing the population growth rate down at an annual
rate of 0.059% up to the year 2005 and that population growth will stabilize thercafter at some
annual 1.74% population growth. In addition, inter-provincial migration has been assumed at
zero level, but rural-to -urban migration has been taken into consideration. Itis furiher assumed
that: :

» - The New Indochinia East-West Trade Corridor will be put into substantial operations in
- the coming § years;

o The Iue -Da Nang twin city concept (urban agglomeration center) will be fully reatized
by or about the year 2000, .

e The Dung Quat industrial zone concept will be realized in a fashion more or less reflecting
the current planning parameters; -

o Relevant infrastructure projects will be realized in a timely fashion, and more importantly,
such projects will employ labor rather than capital intensive construction technologics;
and :

o All numerical estimations arc made on provincial level first, and hence, all aumbers at the
targel arca level are amalgamated results from the province specific caleulations.

0 Numerical Framework:

“The population size of the target area (study arca) as a whole will increase from some 4.8
million to about 6.5 million by 2010. The share of the urban population would increase by
about 50%, that is from some 23% in 1995 to about 33% in 2010. The urbanization ratc would
stowly accelerate as the twin cily concept as well as accelerated economic development is being

-realized. :

‘Real growth of GRDP (Gross Regional Domestic Product) is expected to accelerate and pick up
-after 2000, when basic infrastruclure has been put in place and other major projects come on
‘streamt.  ‘The share of the agricultural sector would gradually decline from some 28.2% of
GRDP in 1994 to about 7.5% in 2010. The sharc of the industrial sector, including mining,
building & construction and udilities, would increase frot 24.4% in 1994 to about 36.4% in
2010. The share of the service sector would also slightly increase, that is from about 47.4% in
1994 1o about 56.1% in 2010, S B ‘ :

Real per capita GRDP is expected to grow by factor 3.8 over the planning period, that is from
423,374 VND (Vieinamese Dong) {1989 constant price base) in 1995 to abowt 1,642,448 VND
in the target year of 2010. Real per capila income in the target area as compared to the national
average was at a 70% level in 1998, Given projected economic development at the national and
the target area levels, the gap between ecal per capita income levels will remain in the same
order of magnitude in the years 1996 to 2000. After 2000 the gap will start closing and real per -
capita income in the target area will reach some 85% of the national average in 2005, and will
- be by 4% points above the national average in the target year of 2010.

It is anticipated that total cmployiment in the target arca will increage from some 1962 million
- people in 1995 to about 2.663 million by the target year of 2010, The total employment in the
- agorcultural sector will cemain in the same range up to the year 2000, and then starl declining in
~ absolute numbers as the growing industrial and service seclors start absorbing increasingly
- agstcultural surplus labor.

" {8) Ceniral Viet Nam Developmeu_r Mﬁs!er. Plan



GRDP and Economic Scctor Growih Rates in the Study Area

{Unit: As indicated)
Parameler Unit 1995% 1996 2000 2005 2010
Population
Population Size People 4,773,328 4,889,953 5,354,897 5,921,770 6,478,745
Population Growih Rate™" % 2.39 2.44 2.33 2.03 1.8
Share of Urban Population 3 2‘2.6_ 2.5 24.9 27.6 3
'Ulban Populatlon Growth Rate” % 2.34 2.19 4.22 5.50 6.23
Share of Rural Population % 77.4 77.5 76.0 72.4 66.9
iross Domestic Product
Structure
Agriculture Billion VND 544 . 555 §01 687 795
% 26.67 2533 20.16 12.27 7.48
Industcy Billion YND 519 573 $01 - 1,975 3,872
% 25.44 26.20 30,22 | 35.27 36.39
Services Billion VND 977 - 1,059 1,479 2,938 5,973
% 47.89 48.42 49.61 52.46 56.13
Gbp  Bitlion VND 2,040 2,187 2981 - 5,600 10,641
Compound GDP Growth Rate” % 7.26 7.21 7.88  13.45 13.70
Per Capita GDP"! VNI 421375 447,244 556,687 945,663 1,642,448
~ Employment
“‘Total Employment Peaple 1,961,483 2,009.771 2,200,927 2,434,103 2,662,820 -
Strﬁcture _ _ . )
-Agriculture Peaple 1,493,817 1,514,547 1,469,762 1,457,042 1,353,764
% " 16.16 75.36 66.78 59.86 50.84
Industry Peaplo 188,885 198,144 242,170 101,333 170,170
% - 9.63 9.86 - 110D - 1238 1390
Services People 278,781 297080 488,995 675,723 9‘13'395 '
% 1421 14.78 22.22 27,76 "35.26

Note:  For 1995 as against 1994 and for 1996 as against 1995, The other are compound gmmh 1ates for the pcnod.
The same comment as for *1 applies. .
* The same comment as for *1 applies.

* In constant 1989 VND.

Scurce: JICA study team computations.
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By SPATIAL FRAMEWOR
© Improvement of Local Road Network
One of the basic constraining factofs in the Central Region is the sniall capacity of the regional
consumer market, Formulaling a larger regional consumer market will greatly encourage and
activate the regional economic and productive activities creating incentives of increasing cash
incomes for farmers and fishermen in rural areas, and their increasing cash incomes will in tum
expand (he consumer market in urban arca.  Improvement of the local road network and
physical distributing system, which link ucban and rural areas or arcas of production and
consumption, is deemed to be important to lay a solid regional secio-cconomic foundation.

® Development of the New Indochina East-West Trade Corridor

Taking geogiaphical advantages of facing the deep sea, creation of the terminus of the Corridor
in Central Viet Nam is one of the important development sirategies, and it would be' viably
located in the Chan May district of Thua Thien -Hue Province. A Free Trade & Transit Zone m
Chan May and a Border Trade Zone in Lao Bao will be established to facilitate international
trade activities.

@ Agglomeration of Urban Functions

* Urban agglomieration is a real need fof the development of the Central Region in order to form a
larger consumer market with moderate-to-high income urban dwellers, to provide adeguate and
altractive extemal services for indusiries coming in, and to assume central funclions as a
regional nucleus not only within the country but also in the GMS (Greater Mekong Sub-region)
neiwork. A concept of the “Ceniral Developnient Corridor” is adopted for the spatial
framework of the Central Region, which consists of (1) Lagoon Environment Conservation
. Zone, (2) Hue Cultural Conservation and Tourism Zone, (3) Phu Bai Industrial Development

Zone, (4) Chan May Trade and Distribution Center Zone, (5) Lang Co -Bach Ma Natural
Conservation and Tourism Development Zone, (6) Da Nang Commercial, Industrial and
~ Regional Center Development Zone, and (7) Hoi An Natural and Cultural Conservation and
- Tourism Development Zone.

" The construction of the Hue -Da Nang inter-city highway with a new Hai Van tunncl will be a
© prerequisite to successfully form the Central Corridor, and the development of a New Chan
May port and industrial city will also serve as an iniportant catalysts for ils realization.

. @ Improvement of Major Mobile .lnl‘raslrucwrc

" The following are the major mobile infrastructure which will be most likely achieved by the
; t'_argqtyearo”()lﬂ.j S ST B Y _ :
‘o As sccondary roads improvement program, the hightands corridor (No.14), Bast-West
" linkages (Nos. 14, 49, 14B, and 24), and local (commune) roads will be improved.
~ Highway No.9 should be upgraded as part of the Eest-West Trade Corridor.

e The Hue -Da Nang inter-city highway which includes thc Hai Van tunnel will be
 constructed, which will be further extended up to Quang Tri and Quang Ngai around the
year 2010. ' _

‘o ‘The existing Tien Sa port will be expanded to cope with medium term nieeds. ‘Cua Viel

© port witl be developed chi¢fly for coastal shipping. Chan May port will be developed as
an international commercial port. Dung Quat port will be developed chiefly for industrial
use. '

~ o DaNang International Airport will be expanded particularly its temminal facilities. « Chu
Lai Airport will possibly be put into commercial operations depending upon the emerging
demand after the Dung Quat industrial development has been realized.

?7)‘ Central Viet Na'm-'Dei'elbpmem :M'n:s!er Plan




Proposed Regional Structure Plan of the Study Area
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Proposed Regional Structure Plan

of the Study Area
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® Basic Development Strategy _ _ _
~ Basic development strategies to be adopted for shori to medium term implementation are
designated as the following three pillars. - : '

» Accelerated regional cconomic growth by inducing the industrial sector (including
consieuction subsector);

+ Building solid regional cconomic: foundation by enhancing agricultural productivity

underlining iuduslrial!cash crops production; and
"o Quicker return of development effects by cncouraging regional tourism industry
® ¢ Priority Projects and Programs Selected for Pre-feasibility Study

An evaluation was made in order to select priority projects and progranis taking into account the
‘factors of (1) contribution 10 accelerated regional cconomic growth, (2) ‘consistency with
national development policy, (3) quicker retom of development effects and greater ripple effects
on regional economy, (4) building solid foundation of regional economy in the niid and long
term, (5) balanced aid equitable development, (6) preparation for participation in liberalized
internatioial cconomy, (7) support for social development. '

i

As later described in the pre-feasibility study section, these sclecled projects and programs are
proposed to be virtually completed in the forthcoming ten-year time or by the year 2005. '

© Phased Development Dircction of Key Sectors

The overali development direction of key sectors from 1996 up to 2010 has been worked out
taking into'consideration the following points. :

e Viét Nam has already ‘committed herself to share international responsibility and”
legitimacy for achicving liberalized trade and invesimeit circumstances, and hence
serious efforts should be made to complete basic preparatory arrangeéments by the year
2005, such as development of minimum required infrastructure, establishnent of Tegal
and institutional framework, initiation of laying a solid socio-economic foundation, and
SO on.

e More emphasis should be placed on industrial sector growlh in order (o realize accelerated
regional economic growth, which will essentially require a few stratcgic projects although
they are capital intensive with possible commercial risks.

o Global competition is not only dominated by the cost of products but also internationally
acceptable qualily and environmental assurance. ' Increasing concerns and appropriate
measures for quality and environmental assurance will also be an indispensable part of
the socio-cconomic development of the Central Region. o

o Vigorous efforts should be made to rehabilitate already denuded highland area as it is
essential to prevent the Central Region from repeated damages due (o floods.

o (9) Central Viel Nam Development ‘Master Plan
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_ ‘RAMEWORK =
® Project and I'rogram Adininistration Syslem

Integrated regional development projects and programs are in principle implemented and
maintained by local governments.  For the effective implementation and maiatenance, local
governments need o possess sufficient authority to plan and manage the televant projects and
programs with enough institutional capabitity and discretionary funds. Local governments led
administration systems will bring about merits such as {1) saving enormous costs shouldered
by central agencies, (2) encouraging local governments to expericnce praject and program
management thus making them sustainable, (3) quickly aiid properly responding to actual local
riceds and priorities, and (4) slimulating innovative development planning and management 10
ensure the life-cycle ccanomy of projects and progeams.

'A new iimplementation organization tentatively named “Central Region Development
Commiftee (CRDC)” should be established on a regional basis, to collectively and centrally
control aind manage the implementation of those projects and programs that will be technically
and financially assisted by international ageacies. The CRDC will have a “Project /Program
Management Unit (PMU)” organized by responsible representalives from provincial
~ gavernments, qualified staflf from the private scctor, and professional managenicnl consullants.

The CRDC will be supervised by a “Central Steering Commiltee (CSC)” at the central
level, which assumeés the function of imporiant policy making.

® Project and Program Fiuan_cing System

The basic consideration on project financirig for those projects that may generale incomes is that
the Goverament should cover whole or part of the initial capifal investment and take the
cconomic return derived from their development, whilst the recurrent cosl for their operation
and maintenance should be self-financed with the revenues or charges generated from their-
aperations. Amongst the sclected six priority projects and programs, the following are thosc
falling within this catcgory. An implementation body preferably in the form of a
“Corporation” should be cstablished for the implementation of those projects.

o Ilue -Da Nang Inter-city Highway Construction Project (by adopting a toll
system)

o ‘Fourism Infrastructure Jmprovement & Tourisin Premolion Zone
Development Project (by collecling tourist charges andfor levying taxes an locators
such as hotels and restauraits) : :

"¢ Dung Quat Industrial Development Project (by leasing the dcv_eli)pcd fan_d and
collecting user charges for port, water, and other utilitics ffacilitics) ‘

‘The remaining : projects and programs should be implemented through the public sector
investment and finatice. Because of their important nature yet not necessarily financially viable,
using as much concessionary foan and/or grant aid as possible will be highly recommended for
the public sector investment and finance. Also, the development of a thermat power plant in the
Duang Quat [ndustrial Development Project would become viable on a build-opcrate-transfer
(BOT) basis. Although it may not be likely in the immediate future, possibility of issuing
* bonds such as “Central Region Infrastraclure Fuwd” in the domestic and international
markets should be sought to raise capital funds at a reasonable cost. ‘

@ Investment Incentives

© Arcas of key importance for the successful transitional cconomy are (1) legitimate customs
*reginie, (2) credible and efficient banking and finance ‘operations, (3) competitive tax
concession packages, (4) streamlined requirements for company formation, and {5) appropiiate
government puarantees for the exemption, incentives, and concessions granted by (e
government. =

(11) Central Viet Nam Development Master Plan



lmplemenlatioﬁ Organization for Projects /Programs in the Central Region
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Laplemeitation Organization for Projects /Programs in the Central Region
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3. DEVELOPMENT PLAN BY KEY SECTOR

Zone A: In major flood-plains, there is almost no room for expanding arable land by new
rectamation, and future increase in crop production could be expected only from improving
crop yields anid proper crop diversification. The future farming prospect is to serve as the main
staple phus perishabte products supplier to urban areas wilh maximizing land use efficiency and
improving irrigation and flood control systems. . ' .

Zone B: In hilly areas, there still remains some room for expandirig arable land through
activities within new cconomic zones, and so on, - Reclamation activities should be fully
consistent: with environmichtal conservation. Heice, the most adequate and sylvo-pastoral
farming can be applied to the reclamation specialized in industrial materials supply with
subsistence foodcrops and ¢ashcrops suitable for climatic conditions. A small-scale irrigation
technology and funding scheme for expansion of industrial crops will be necessary. Top
-priorily for investment is given to Zone B within the seclor development framework.

Zone C: Environmental conservation has the top priority in this zone before planning any type
of exploitation. Forest coverage must be increased as fast as possible, whilst bare land should
be planned with either indigenous forest tree species or artificial ones. The slash and burn
systein must be replaced by setiled farm or forestry management. Technical and financial
support should be provided by the public scctor as part of social development programs.

I light of - the current
constraining  factors, it s
concluded that the effective
promotion of highland industrial
crop farming in Zome B and
Zone C will mquire three
suppottive measures, namely,
analysis of crop potential and
market outlooks, technical setup
and wansfer technologies to.
producing  houscholds, © and’
provision of loag term loans for
planting, husbandry and
reforestation of production forest
by them.

Agriculiural Zoning of (he Study Area

74 2ONEA

Promotion of industrial /eash
crops will need to strengthen the
linkages between agricultural
and industrial sectors in terms of
processing the crops to more
value-added - producis,  thus
- gecuring the quality of products
and reducing “the cost for
. transportation. For the purpose,
~ district centers in the study drea
should have thc functions of
processing and marketing the x
industrial fcash crops. .*,

C‘en!rdl Viet Nam Development Master Plan (13) .



Casherops Composition for Reclaimed 'Plﬁt\iﬂ(idtlé' in Hil!y Arcas

Item /Crop ~Stludy Area Quang Tri Thua Thién -Hue  Quang Nam -Da Nang' Quang Ngal
Current Crop Acreage in Hectare

Coffee /Cocoa 2,500 1,400 0 ] 1100
Tea . 1,300 ) 0 200 1,000 160
Rubber 6,200 5,400 g 0 500
Cashewnut 3,400 0 0 200 3,200
Mulbenry 2,200 500 0 1,200 4060
Pepper 1,200 Q00 200 100 0
Cinnamon 36,000 . ] 1,200 16,000 8,000
Totai Crop Area 52,800 8,300 12,400 : 18,500 13,600
Plantation Target (2000-2010)
Coffee /Cocoa 13,000 3,000 . 0 : 0 10,000
Tea 3,200 600 200 2,400 )]
Rubber 23,000 15,060 6,000 0 2,000
Cashewnut . 8,700 0 o 4,000 4,700
Mulberry - 8,500 4,500 O 3,000 1,000
Pepper 1,300 1,000 200 100 0
- Cinnamon 77,000 ] 12,000 25,000 40,600
Tolal Crop Area 134,700 24,100 ‘18,400 34,500 57,700__
Reclamation {1996-2000)
Sugarcane 15,900 1,900 9,600 ' 1,000 3,400
Rice Paddy Field 2,400 600 - 600 700 500

Source: JICA study team
® Forestry Sector

- The planned area for afforestation up to the yéar 2010 is shown below. Priority should be
given to afforestation in the Protection Forest to control shifting sand as well as soils
erosion and water conservation.

Unit: sg. km. -
- Forest Land Total Area Bare Land  Afforestation Area by 2010  Beyond 2010
Special Use Forest 1,027 44] Coastal Area 160 _ 0
Prolection Forest 9,015 _ 4,861 Mountain & Hili Area 3.870 1,272
Production Forest 9,284 4,870 Coastal Area 50 0
o ' ' . Mountain & Hill Acea 2,640 - 2,180
Grand Total 19,326 10,172 _ 6,720 3,452

Source: Existing landuse, 1993, Geographical Department of Forestry, Depariment of Each Province, 1994
® Fishery  Sector ’

. Al four provinces share common constraints that retard development in the fishery sector, i.e,
(1) absence of fundamental infrastructure and facilities to support fishery - activities, (2)
inefficient capabilities and obsolete conditions of fishing vessels, (3) insufficient thatchery
capacities and lack of facilities for aqua-cullure, (4) lack of capital accumulation and serious
shortage of operating fuads, and (5) inadequate facilities for distribution and marketing of
fishery producis. To alleviate these fundamental constraints, priority considerafion
should be given to the improvement of fishery and aqua-culivre supporiing
infrastructure. Upgrading fishing vessels including introduction of larger-tonnage vessels
for distant water fishing aperations will be implemented depending on its feasibility and funds
availability.

® Proposed Priority Projecté an_d:Pro_grams

o Water Resources and Agricultural Development Project by: Medium and Small Scale
Reservoir in Zone A : '

s Highland Industrial Crops and Reforestation Promotion Program in Zone B

“Central Viet Nam Development Master PI&M (14)-



® Industrial Scctor

- The proposcd basic industrialization strategy fests on the following three major pillars. .
s Creation of one or two growih poles is of strategic importance to harncss overall socio-
economic developmient of the Central Region, even though it might not be justified only

on pure economic grounds.

suppoted by the Government for its

Along the line, the Dung Quat project should be fully
earlier implementation. Also, in conjunction with

the Indochina East-West Trade Coiridor, the Chan May area of Thua Thien -Hue should
be developed as a transshipmient hub and processing trade center of the Corridor.
Accelerated inflow of FDJ (Foreign Direct Invesiment) is an essential ingredient to

achieve the strategy.

- & Porming a solid industrial fOundélion

should be the para]lclr strategy undertining the local

resource based industrics which are mostly small to medium scale industries commonly
suffering from their obsolete production facilities, lack of ‘R&D (Research and
Developmens) capacity, low production volumes and rates, lack of accessibility to loan
facilitics, lack of market information, and so on. Appropriate financial and institutional
support by the Government are ¢sséntial (o achieve the sirategy.

¢ Enhancement of  value-added
- processing of the industrial crops
produced in the highland area is of
sirategic imporiance ‘to  boosl
agricultural sector productivity  in
the Central  Region. Cottage
industiies on a farming houschold
basis should also be given proper

care parlly from the social
development aspect to support their
livelihoods.

The proposed industrial estates in the
study area should be reasonably
characterized and prioritized according to
their (1) conditions for location, (2)
availability of raw materials and human
resources, (3) adequacy of infrastructure,
{4) potential domestic and - international

- ‘market  conditions, (3) investment
efficiency and availability of funds for
development, and so on.

The following  is the maximum
development framework estimated in
1993 conslant price. The factors between
the figures in 1993 and 2010 are, 8.63
for the industrial GDP (Gross Domeslic
Product), 1.72 for the industrial fand use,

Location 6{ Industrial Estates, Export
Processing Zones and Free Trade Zones

Lo Bao - Ran Den FTZ . @KeylE

@ Polential I8
*+ Satellite IE

Cua Viet Port IE

octh Dong iHa IE
VanXalE
Phu Bal Airpoet Industrial Complex
* ,Chan May Pod FFZ

Lien Chiew - Hoa Khanh 1€
Da Nang EPZ

2.45 for the number of enterprises, 2.49 ol % tow FhoPhong €
for the number’ of employce in the .
. v . . Bource: JICA Study T
industrial sector, 2.45 for the industrial - b
water consumption. :
~ Year _ 2000 2003 2010

Industrial GDP (US$ 1,000} 86,974 - 153,360 256,203

Industrial Land (hectare) 45,223 47,526 49,326

Number of Eaterprises 52,065 . 61,0456 70,530
- Number of Employee _ 423,488 515,741 602,957

Industrial Water Consumption (m3/day) 624,780 732,552 846,360

Source: WCA study team
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The supporting measures that need to be provided or strengthencd by the Government are,
among others, (1) Extensive use of bonded warchouse for raw materials import, (2) Eftective
use of foreign agencies for import fexport promotion, (3) Introduction of inore liberatized FI'Zs
{Free ‘Trade Zones) that can induce both foreign and domestic investments, (4) Strengthening
of financing support functions of industrial associations such as provincial “Chamber of
Commerce”, (5) Development of industrial information network system, (6) Strengthening of
manpower fraining and relevant incentives, (7) Institutional building for expansion of
technology exchange amongst indusfries and linkage with public R&D institites, (8)
Strengthening of capital raising capacity to modernize production facililics with incentives for
poliution control, (9) Cluster development of small and coltage industries as production center.

® Euergsf Sector

On the basis of the assimed socic-economic development, a tentative power demand forecast
was conducted, which results in an energy demand (GWHh) and peak demand (MW) of 813
/182 in 2000, 1,421 /274 in 2005, and 2,606 /460 in 2010, respeclively. The Master Plan
prepared by the Energy Institute basically considers hydro-power plants in the Central Region,
and hence, the risk arising from lack of hydro resources in dry season or year could justify the
installation of a thermal power plant in the Central Region.

A therma! power plant with 2 units of 150 MW capacity is considered in refation to the Dung
Quat Industrial Development. The plant could be developed on a BOT {(build-operate-transter)
basis, provided that the public sector should but surplus electricity at-a reasonable price and
reasonably share costs for non-viable ancillary parts, such as installation of 220 KV
transmission line from Dung Quat at the substation in Da Nang.

r ’[l‘:‘ade age'cttgrv N Free Trade and Transit Concept

‘In the wake of  Viet Nam’s

. patticipation in the global | ] ' VIETSAN]
economy at the turn towards ' : Queag Tri Trade Zowe FOREIGN
21st ceglury, two FTZs are - ) i CONIRIES
proposed by the Study, i.e. oottt 4t P
one al the new Chan May port _ _ g :
area, and the other in Quang - Vet -
Tri Province as a Border ) fU
Trade Zone. e
The FTZ concept impties that corston | 1. ' -
breader production and frade = COUNTRIES [LAOS ] VIETNAM ™ .
activities such as import and : LB '
¢xport - procedures, bonded AT 8
storage, assembling and e § T | a—
processing, packing and A H e -
labeling, training and { { <
technology transfer, banking Vgt i L) ————
and insurance, forwarding, L et By Ship
exhibition and wholesale, and @ Cutoms Office : :
so on, will be allowed in > Curccar Offce (cbeck cay) 1l
FTZs wilh certain legal and Source: ACA Stdy Teana . !
institutional incentives.

© Proposed Priority Projects and Programs
¢ Dung Quat Industrial Development Project
* o New Chan May Industrial City Development Project
o Quang Tri Border Trade Zone Development Project
° Integréted Vocational Education and Teacher Training Program

' C‘entml Viet Nam Development Master Plan (16)



© Developinent Strategy

By making the best use of its natural, historical, and cultural endowinents, the tourism industry
in the Central Region will achieve faster growth, and is expected to reccive international tourist
arrivals over one million by 2000 and possibly over 2 million by the target yéar of 2010. The
Hue -Pa Nang Tourism Corridor will provide major tourisl destinations, followed by
optional destinations of My Son and Hoi An. New tourist facilities and altractions will be
developed in the Chan May arca in Thua Thien -Hue with a variety of allractions such as beach
resorls available nearby, and highland resorts in Hai -Van and Bach Ma. In the newly
developed Chan May port, a jetly 16 receive ocean-going cruising vessels will be provided, and
also developed in the adjacent lagoon are marine sports facitities including a marina,

The existing historical and cultural monuments and heritages will be well conserved,
rehabilitated, and maintained, and in addition, altempts will be made to add new tourist
alirdctions and valués to them. Special care will be given to the conservation and rehabilitation
of the Hoi An Tourism Area with the intent of producing the image of attractive old port town
associated with d variely of shopping altractions. In the long run, the Ceniral Region, as the
heart of the country, will attract as many local tourists as possible, including those of school
tours from other parts of the country.

In developing the regional tourism industry, priorily consideration should be given to
upgrading and improving the existing tourist attractions, facilities, and related infrastructure, to
a level reasonably aceeptable by foreign tourists, whilst exesting efforts to promote the regional
tourism in potential markets and to encourage regional tourism industries such as tourist agents,
land transport operators, tour guides, and so on.,

In oider to exploit the potential tourisim market in GMS (Greater Mckong Sub-region), a sort of
“Free Tourism Zone® concepl should be applicd to the Central Region at the turn towards
the 21st century, where people living in the GMS countries can freely visit the Central Regron
for tourist purpose.

Forecast Number of Fereign Tourist Arrivals

Province Item S 199%4 2000 2005 2010
Country Visitors 1,012,062 3,800,000 6,200,000 8,700,000
: Growth Rate 32% 25% 10% 7%

Average Stay 15 days 5.5 days 6.0 days 7.0 days

" Quang Tri Visitors 8,033 35,000 87,000 . 217,000
Growth Rate. NG 28% ©20% - 20%

Avérage Stay 1.07 days 1.1 days - - 1.} days 1.3 days

Thua Thien - Hue * Visitors 128,035 560,000 750,000 1,000,060
Growth Rate 63% 28% &% 6%

Average Stay 2.3 days 2.3 days 2.7 days 3.2 days

Quang Nam-Da Nang Visitors 69,800 380,000 620,000 £70,000
Growth Rale - 08% 33% 10% 7% .

_ ‘ Average Stay 1.9 days 1.9 days 2.3 days 2.7 days
Quang Ngai Visitors 5,000 20,000 - 61,000 274,000
Growth Rate ™ 32% 25% 5% 35%

_ : Average Stay 1.1 days . 1.3 days 1.1 days 1.3 days
Study Arca ‘Visitors 210,868 995,000 1,518,000 2,161,000
Growth Rate 65% - 28% 9% 9%

Average Stay 1.7 days 2.0 days - 24 days 2.8 days

Note: The figures of Country and Thua Thien -Hue ace quoted of the Master Plan to 2010, and the figures in
parenthesis arc estimated by JICA study team.
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Conceplual Map of the Study Area’s Tour Circuits and Tour Bases

Citadel &

I Nguyen
Otgggty's
N\ Rolics /

“togend

st Most popular
Ememrmsad Poputar
mErm@E Snecial interest

Promising

~ ® Market Promotlon

* Lack of markel promotion is the most critical arca to sell Viet Nanv’s tourism in potential ma_rkct
* counteies.  Efforts should be made to prowde foreign travel agencics with updated and
appropriate information on Viet Nam’s tousism in general, and in ‘particular, Céntral Viet -
- Nam’s tourism. A tourisin promotion agency solely responsible for sales promotional activities
particularly in target markets such as France, Japan, and USA is deemed nécessary.

@ Tourism Promotion Zone (TPZ)

A TPZ concept should be introduced to establish a fully-fledged tourism core to atlract mass
tourism in the Central Region. The objeclives of the TPZ are to ensure by public sector
_initiatives (1) provision of investment incentives to accumulate tourism facilities and attractions,
(2) control of cnvnronmenlally negative. 1mpacls by prowdmg adequate infrastructure, (3)
effective provision of nceessary public sérvices, (4) prevention and solution of possible social
problems by involving the people influenced.

Two TPZs will be designated in the Central Region, which are Lang Co TPZ and Hoi An
TPZ. FEslablishmient of a “Central Region  Tourism Development Cerporation
(CRTDC)? is recommiended to collectively and centrally manage tourism development
projects and programs in the Central Region.

® Proposed Priority Projects and Programs
o Tourism Infrastructure Improvement and Tourism Peomotion Zone Development Project
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© Road and Highway 3 : :
‘The Norih-South Spine: Highways No.1 and No.9 arc unique to the study area in that
they represent critical road facilitics of both national and international importance.  Highway
No.9 will evolve as the principal (but not onty) east-west road corridor linking Thailand, Laos,
and Viet Nam (New Indochina East-West Trade Corridor). Improvementto high-order
two lane road status (TEDI Class 111) will adequately upgrade road capacity for the foresceable
future. - Thus, an institutional framework to enhance cross-border flow must concurrently be
dezived if international vehicular flows are (0 truly benefit from physical road improvements.

The Highway No. 1. improvement currently visualized under IBRD (International Bank for
Reconstruction and Development) and ADB {Asian Development Bank) highway- improvement
programs should fulfill near to mid-term future needs, but demand forecasts clearly confirm
that a two-lane foad, even in “top condition”, cannot forever mncet the needs of a rapidly-
expanding aréa, ‘niost likely reaching its capacity in congested urban areas around the year
2000. This is particulatly so given the urban scenarios conceived for the evolution of the Hue
-Da Nang Urban Corridor, thus resuliing in the real need to develop additional lanes or a
new inter-city highway. : : _
The Hightands Corridor: Highway No. 14 foims an important north-south corridor within
the study area as an alternative of Highway No.1. In addition, upgrading of the highlands
corsidor cowld catalyze a vast improvement in standards of living for people residing within the
corridor.  The hightand arca, road access to which hads always been problematic, is
underdeveloped, and full realization of cconomic and social devclopment potential is thus
stunted.

East-West Linkages: Study Area Highway Network
Successful functioning of the .
twin  north-south  routes
(Highway Ne.l and No.14)
absolutely requires that
adequate cast-west distribution

be available. Highways Nos.
9, 14B, 24, and 49 fulfill -
cssentials roles in this regard.

Local Reads: 'The fourth
hierarchy  is = the essential
connection between villages as
well as comimunes and larger
selllements as well as higher-
order road systems. - The
importance of local roads at the
conunune  /district  level s
undeniable in that they enhance
agriculivral  productivity  in
terms of availability of farm-to-
- markel roads, thus associated
~ with_ the - development of off-
farm income opportunities and
greater participation  in - the
market economy. A more
modest  acceptable objective
might be that access to all
© commune centers is guaranteed
during al! seasons by at least
two-wheeled vehicles.
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@ Airport

Da Nang and Huc are the two largest cities forecast to evelve into an urban agglomeration, i.c.
a twin-city corridor concept.  They are expected to form a mixed commerce, lrade, and
industrial atea, having great potentials particularly in manufacturing, tourism, and other related
scctors. In this context, Da Nang and Phu Bai Airports arc cssential facilities not only for
facilitating movement of passengers and cargoes, but also for promoting foreign direct
investment (FDI) as it is a main ingredient particularly for the regional industrialization process
in terms of capital formation and technielogy transfer.

The existing inadequate terminal facilities of the Da Nang Airport should be expanded and
-upgraded to cope with the rapidly increasing intemational and domestic tralfic demand in the
near future, and Phu Bai Airport should also be reasonably developed as a demestic airport. At
this stage of the Study, it is recommendced that a detailed feasibility study be conducted for the
potential of Chu Lai airficld with a possible option that it may be expanded once significant
demand arises from the Dung Quat industrial developmeat.

@ Port
‘The forecast demand and capacity requirements of the ports in the study arca are as follows: -

Forecast Deémand & Capaclty Reguirement 1000 . 2008 1010
Foreécast Demand {million tones) _ 6.8 i1.5 1.0
Rélinery & Related Demand (miliion tones) : 109 21.8
Capacity Requirement {miltion tenes) s 22.4 42.8
{1) Cua Viel Port 0.2 0.2 0.2
{2) DaNang Port (Tien Sa Pont) 3.3 33 3.3
{3) New Hue /Da Nang {Chan May) Port 3.0 - 8.1
(4) Dung Quat Pert 15.9 31.2

Source: JICA study team

Cua Viet Port: After completion of one wharf, subsequent development should be subject to
the careful evaluation of its economic viability taking into account the costs for the operation
and maintenance of its navigation chaiincl. This port should remain, in grinciple, as a local port
for coastal transshipment. ' _ :

Da Nang (Tien Sa) Port and Lien Chieu Port:’ Construction of a ncw'com_aincr wharf
and a breakwater will be completed by 2000. In light of the existing industrial facilitics and on-
going jetty construction, Lien Chicu Port would be developed as a specialized industrial port.

New Hue /Da Nang (Chan Maﬁ Port: Onc picr for hand‘ling conslmclion'nmlcrialé and
equipment should be completed by 2000 for the subsequent fully-fledged construction for port
and new industrial ¢ity. In order to cope with the futwre demand as estimated, this port should

~ be developed as a hub commercial port for transshipment in the Central Region -having the

capacity of accommodating 5,000 to 40,000 DWT (Dcad Weight Yon).

Dung Quat Port: This port will be developed keeping pace with the Dung Quat industrial
development. Construction of a wharf for handling construction materials and equipment as
well as a separate wharf for the first stage refinery products would beeome vrgent, followed by
the first phase development to be conipleted by 2005. : -

© Proposed Priority Projecls and Programs |

o Hue -Da Nang Inter-city Highway Construction Project

Secondary Road Improvement Project

Da Nang Intemational Airport Improvement Project
Highway No.9 Improvement Project '

L4
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@ Target Area _
In compliance” with the government plans and policies for socio-econoniic development,
“poverty alleviation, eradication of illiteracy, and provision of social scrvices are the focuses of
the social sector. The plans for poverty alleviation and provision of social scrvices, including
construction of various social infrastructure such as schools and clinics, should necessarily
underline rural fammers as the target people, particularly the people and communes in the
mountainous areas, because they are the poorest people in terms of income and they enjoy the
least degrce of social services. Thus, priority for development assistance should be given to
them. The plans for the above goals should be formulated according to the following
approaches and strategies.

L Ap'p'roaches and Strategies

Agricultural Development: Poverly alleviation among the farmers in the mountainous
arcas requires the expansion of their production base and the change of farming systems such
as production of more cash crops, diversification of crops, intensification of animal husbandry
and VAC (Vuon, Ao, Chuong) and tree plantation. There are only very limited choices other
than by agriculture for the mountainous communitics where no indigenons industries exist.
Thus, agricultural development should be the key for rucal development.

Think and Plan in Linkage: The problems and nceds faced by the people and communes
in the mountainous atcas and cthnic minoritics are not simple. Many problems are intertwined
with each other. Thus, their developiient should be considered in linkages of various
problems and constraints, potentials aud choices, and possible solutions. :

Satisfaction of Basic Human Needs: The provision of social infrastructure and services
* to satisfy basic human needs is definitely very low in the mountainous areas. The provision of
social ‘jnfrastructure is basically the responsibility of the Government, but due to budget
shorlages such services are not suflficiently reaching the mountainous arcas. Then, the strategy
- 1o satisfy these needs is to mobilize local resources and the use of people’s participation.

" Bottom-Up Approach and Participatory Approach: Rural development may be best

achicved wﬁcn development is contemplated and participated by the farmers themselves. Thus,
- requests for development have to come from the bottom, the farmers, as they know best their
. wishes, problems, needs and resource availability. The “boltom-up™ approach and people’s
- participation from the stage of planning are cssential for sustainable development.

" Life Size Development and Sustainability: | Commime level development should be

planned in life size with minimum budget and appropriate technology, that is, unsuitably large
“size plans and facilitics should be avoided so that projecis should not require unnccessarily
* huge amount of budget, and development and projects can be sustainable. :

Local Specific: Natural, social and economic conditions and the level of development are
different from location to location, and from commune to commune, Accordingly, the
development of cach commune and differcnt people be best considered in a different way. It
should be recognized that no one commune is equal to others. By the same token, the
“development of ethnic mindrities should be considered and planned based on their existing

- conditions separately from gencral mural development, because the conditions that ethnic

' minorities are facing are significantly different from the ‘sitvation of the Kinh or lowland
resideits. :

“Activate Economies in Local Towns: Acceleration of cconomic activilies in communes
and district towns shall eventually contribute to the expansion of agricultural production of
farmers, because local towns and district towns are the limit of the poorest farmers to travel to
sell their products. Smalt-scale industries such as processing in local towns should sccure the
outlets of agricultural products, provide job opportunitics, and stimulate further economic
activities.
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@ Major Social Development Plans

The plans conceived in the study aim at the achievement of the above goals by overcoming the
constraints faced by the poor peoples and communcs of the mountainous areas. The
underlying constraints causing the above conditions are “physical and social isolation” and
“risks” burdened by crop failures, disasters and sickness; “lack of productive resources”; “lack
of sustainability”, and “inadequate patticipation’””. The plans are formulated to include the
following three components.,

Poverty Alleviation Plan: The existing conditions of poverly in the mountainous arcas arc
altributable (o two principal factors. One is that the income of the poorest people is absolutely
too low. The other is that these farmers are unable 1o secure enough food to feed (hemselves.
Accordingly, the plan should be concentrated on income generation and diversification, and
increasing productivity of food crops, placing more emphasis on the produciion of ¢ash crops
including industrial crops, fruits, and vegelables, to buy necessary food with the incomes
generated by the production of cash crops. Thus, the plan includes, among others, (1) Income
generation and income scecurily through agracultuwral development,” (2) Provision of financial
assistance by the public sector, (3) Provision of extension services by the public sector, and (4)
Establishment of siall and cottage industries.

Construction and Imprevement of Social Infrastructure and Provision of
Services: Because the results of the agricultural and forestry projects can generatly come
only after a few to several years after initiation, there should be some way lo generate income
‘during the initial yéars. A short term income generation to complement the above plan may
come from slatting of public works by “money for work” or “food for work” methods.
Mountainous communities lack almost all kinds of social services and infrastructure, and as
commune level social infrastructure do not need 10 be large scale facilities, they may be
constructed by the people themselves with some financial and technical assistance by the public
seclor. Thus the plan includes, among others, (1) Construction and improvement of necessary
social infrastructure by participatory method, and (2) Provision of services and materials by the
public sector. ' :

Capacity Building and Provision of Social Services: - The education level and general

knowledge of cthric minoritics are extremely fow compared with the people of the urban arca -
and the rural inhabitants of lowland areas. Many people, especially women and elderly people -
have no formal education, or de not speak Vietnamese, Lack of education and knowledge is
greatly exacerbating their abilily to improve their economic and social conditions.: Women of |
¢thnic minority groups particularly need basic education in order for them 10 be able to
participale in social and political procedures. Another important featnre of education to women

is to reduce health problems including child-malnutrition that is so common in the niountainous
arcas or other problems such as goilers, bronchitis and tuberculosis. Thus the plan includes
capacity building for ethnic minontics and women in particular. ' ' '

@ Proposed Priority Projects and Programs
o Integrated Rural Communi_l)' Development Program by People’s Participation

o Rural Communes Health and Child Care Program
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WATER RESOURCE

'@ Water Resource

“The probable rapid economic growth in the Central Region would cesult in considerable water

demand as estimaied below,

water intrusion during dry season.

® Sanitation !ssues

. . . . (Unit : MCM)
To cope with this increasing demand, Y- 595 2000 2005 2010
an inlensive  waler  TeSOMICG  Tgoeerpapotl -
devclopment is  needed, “but ihe ndustry 12 15 15 6
potential water resources of the river Urban s 14 27 39"
basins in the study ara can Agriculture 180 287 293 301
sufficiently mect the demand. Sub Total 197 316 330 356
The outstanding water demand will TI ngs::m"m ' .

_ y 6 121 134 154
come from the Chan May Utban o4 7 &7
development with a new port and Agriculture 199 . 304 306 312
FITZ (Free Trade and Transit Zone) Sub Total 914 466 497 553
facilitics (which is cstimated al 23 ‘Quang Nam - Da Nang Province

* million cubic meter (MCM) by 2005 Industry 59 105 145 175
. and 44 MCM by 2010), and from the Urban 300 85 112 im
- Dung Quat industrial development Agriculture: 456 826 587 . 629
- {which is estimated at 11 MCM by- Sub Total S45 716 84 977
2000, 100 MCM by 2005 and (53 Qualﬂgd N&fai Province 0 o v 100
ndusir o

MCM by 2010). Urban y s 16 u 4
In . parailel to the walcF  1esource - Agiiculture 368 609 - 618 626
development,’ compn,hemwu walter . Sub Total 414 712 734 768
resource management ' is mandatory - The Whole Study Area L o
placing particular cmphasis on the Industry 182 . 328 386 445
watershedd  management, - flood Urban’ S0 0 156 215 341
control, and prevention of saline _ ,‘:}i“:c::‘“'-e 1,198 1,726 1,804 1,368

Source; HCA study team

21,430 2,210 °

2,406

2,654

Because of its diverse na!ur:, and the lmntcd availability oi fuuds 'md techuu,al cap'icnly, urban

- sanitation issucs may require a long term approach with careful planning and preparatory w ork.
However, rapid socio-cconomic growlh in lhc Central Region would soon creale lhc followmg
issucs in the environmental smmauon scclor. .

“Water suppl) " Rapid increase 'in water demand caused by (1) popuTann glowlh
-urbanization, and evolution of mdustnal and service aclivities, and (2) quality cnhanccmcnt of
urban living style. : : :

‘Sewerage: Rapid increase of polluhon loads caused by (1) mcrcmenml waste wqter volunie
discharged from urban arcas and industrial zones, and (2) divérsified pollutants contained in
waste water, and’ mueasmg needs to :easonahly separatc waste walter from storm  waler
drainage .

Salid Waste: Rapid i increase of solid- waste \olumc gencmtcd from urban, commcrt,lal and
industrial arcas, md ) dwcrs;ﬁnd LdngOHCS of sohd wasie mLIudmg haza:dous and toxu,
waslc.

The development phn towards 2010 should copc wuh the lmmcdlau, n,qulrcmwts for'
rehabilitation of deficient sanitation systeis, [ollowed by their gmdual improvement keeping
pace with growing urbauu,almn and industrialization. .

o Urban Issues

A hierarchical human seulement center system' atl the rcgmnal level should be built with
simultancous hinterland development. Higher ordered centers shall be developed with higher
levels of urban functions. - These centers should be developed 1o accommodate spill-over of
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“urban population, urban economies and industrial activities as development strategic centers for
the decentralization policy. The spatial structure of the proposed human settlement center
system is shown in the figure below with the folloiving features: '

The core development area is the “Hue -Da Nang Corridor”. The corridor contains
industrial, commercial centers, physical distribution center with the international deep
seaport at Chan May to handle domestic and international cargoes and tourism promotion
zones. Quang Tri Province shall be a Border Trade Zone.

Da Nang is the primary order utban center, supplemented by Hue, the two of which will
form a large development strip along Highway No.1, including Chan May Free Trade &

- Transit Zone, Dong Ha and Quang Ngai -Van Tuong -Dung Quat are the other urban

centers.

- Chan May and Dung Quat are slrategic development areas with new town development,

Industrial estate developments are proposed at Cua Viet port, Dong Ha south, Van Xa,
Phu Bai, Lien Chieu, Hoa Khan, Dien Ngoc -Dien Nam, Dung Quat, ‘Thinh Thong,
Quang Ngai town, and Nghi Hanh,

A transportation network shall be formed with a new Hue -Da Nang Highway and Hai |
Van tennels.

Spatial Structure of Human Scitiemeni Centers
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® Proposed Priority Projects and Programs

*

Master Plan Study for Comprehensive Water Resource Manageméent of the Huong Rii’e_r a
Basin o :

Hue Citade! Drainage and Seweragé Improvement Project
Ceniral Region Environmental Management Center Project
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5. PRELIMINARY FEASIBILITY STUDIES FOR PRIORITY
PROJECTS AND PROGRAMS

In order to assess the magnitude of probable financial impacts on the national
and local budgetary situations, preliminary feasibility studies were made on the
basis of the data and information available for the JICA study. For the actual
implementation however, more detailed feasibility studies should be made from
the aspects of ‘technical, legal, organizational, and social viabilities, to formulate
the most investment.efficient projects and programs,

UEEDAINANGYINTER-CITY HIGH WA 0

@ Outline of the Project : _ _
HDH should extend from just north of the Hue metropolitan area to a point south of the Da
Nang metropolitan area having a total length of 126 km, - HDH is divided into four segments, -
‘which are Hue Bypass (39 km), Lang Co -Chan May Segment (32 km), Hai Van Tunnel (14
kmy), and Da Nang Bypass (41 km). The Hai Van Tunnel reduces to almost half the distance of
Highway No.1 (25.2 km) with upgraded alignment. The initial HDH alignment should be a
high-order two-way, fwo-lane carriageway. Also, it should have about 50 meters of right-of-
way for the future expansion so that it can form part of the proposed Ha Nei -HCMC
motorway. HDH should be operated as an access-controlled tollway at least to cover its
recurrent cost for operation and maintenance. ' : '

® Justification of the Project _

Highway No. | will be unable to cope with the mixed functions and uses by and around the
year 2000. Furthermore, HDH will serve as the “spine” for the fonmation of the Hue -Da Nang

"+ Central Corridor in the regional as well as national context. Elimination of the Hai Van pass

_ bottleneck would bring about not merely tangible economic benefits, but also enormous

" intangible benefits in that it can ensure high mobility between the North and the South needed

* for the economic unification of the country.  The EIRR (Economic Internal Rate of Return) -

worked out from the benefits accrued by reducing vehicle operation costs (VOC) are 29.2% for

~ Hue Bypass, 25.5% for Lang Co -Chan May Segment, 14.5% for Hai Van Tunnel, 40.3% for

. Da Nang Bypass, and 22,4% for (he whole. The probable toll revenues that range between
US$ 2.3 ~ 3.9 million in the year 2005 would cover sufficiently the annual opecration and

maintenance cost of some US$ one million. ' o o :

© Implementation Organization

A “Hue -Da Nang Highway Corporation” should be established to take full responsibility for .

. the HOH' implementation including planning, construction,” and opcration’ and. maintenance, -

 The Corporation should be put under control of the proposed Cenfral Region Development
Commiltee (CRDC) until its completion, and MOTC will supervise and coordinate with the
Corporation. _

@ Implementation Cost : _

The implementation cost that includes those for engineering, construction, contingency, tand

acquisition, and tax levies is shown below. _ S
o } L : Unit: Mis. USS

Totat ~ Hue ' Lang Co -Chan " Mal Van - Da Nang Access iTol)

Cost - = Bypass May Segment " Tunnel . Bypass “Facilities

T 1 I T X 523 T148.7 236 297
Source! JICA study team - ' ) '

© Implementation Schedule T : :

“The Hai Van Tunnel and the Da Nang Bypass will be given priority in thal order, but it is
proposed to complete the entire HDH by the year 2005, After the year 2005, HDH should be
expanded to a multi-lane tollway with its north-south extension to link Quang Tri and Quang
Ngai with a (wo-way, two-lane configuration. This should be completed by the year 2010 to

- cope with the forecast of trafiic demand.

Central Viel Nam Development Master Plan (25)
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ECONDARY:ROAD IVMPROVEMENT PROJECT (SRI)
® Outline of tlie Project ' o

SRI consists of threc categories of roads, i.e. (1) Highlands Corridor, (2) East-West Linkages,
and (3) Local Roads.” Highway No. 14 forms the Highlands Corridor which can potentially
offer an aitractive route of travel vis-a-vis Highway No.1. The successful functioning of the
twin north-south routes (Highways Nos. | and 14) absolutely requires that adequate east-west
distribution be available. The East-West Linkages, which consist of Highways Nos. 9, 14B,
. 24, and 49, fulfill several essential roles in this regard. The fourth hierarchy is the Local Roads
which provide éssential connections between villages, communes, and larger selilements as
well as higher-order road systems. : R
- For the purpose of the' pre-feasibitity study, the Highlands Corridor excluded due to the
~ Govérament’s cominitinent to upgrade Highway No. 14 by using its own funds.. Also, among
* the Local Roads {which in fact account for 80 percent of the road network in the study area),
~ only high priority roules selected for the purpose of tourism and conimunity development will
~ be studicd as part of the related development projects and programs. Therefore, the East-West
Linkages (except for Highway No.9 which will be upgraded in accordance wilh on-going -
IBRD (Inteimational Bank for Reconstruction and Development) /ADB (Asian Developnient
bank) projects) will only be selectéd for the pre-feasibility study for the SRI.  Upgrading
should be likely to adopt the class 111 standard, thatis, seven meter pavenient in flat terrain and
six meter paved surface in rolling /mountainous terrain. '

@ Justification of the Projeci

Linking directly between Highway No. I and Highway No. 14, the East-West linkages function
as major distributor, and also link major district centers such as A Luoi, A Nghia, Thanh My,
and Ba To. In the collector capacily for intermediate district fcommune roads, they will
- contribute greatly (o the activation of economic activilies in the highland and mountainous arcas
in the study area. The EIRR (Economic Internal Rate of Return) worked out from the benefits
by reducing vehicle operation costs (VOC) are 12.4% for Highway No.24, 15.0% for
Highway No.49, 12.2% for Highway No.14B, and 13.3% for the whole.

@ Implementation Organization

The maintenance for the .secondary roads rests with the responsibility of provincial
governments although its cost is budgeted by the central government. Itis lentatively proposed
that the SRI should be managed by the proposed Central Region Development Commillee
(CRDC) due to its implications for other relevant local road projects such as those serving for
tourism and social development.

© Implementation Cost

The implementation cost that includes those for engineering, construction, contingenicy, land
acquisition, and tax levies is shown below,

Unit: Mil. US3
Total Cost Righway No.24 Highway No.49 Highway No.14B
93,1 10.3 31.9 30.9
Souvrce: JICA study team . '
® Implementation Schedule

The entire SR is proposed to be complete by the year 2005, as it forms a basis to ensure the
~ sound socio-economic develapment in the study area. The sections lying in the urban areas of
- (uiang Ngai, Hue, and Da Nang respectively, should be given priority consideration for earlier
implementation. _

Ceritral Viet Nm.n- l)évelapme_ﬂ? 'Mas(er Plan (27)
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DUNG:QUAT INDUSTRI
® Outline of the Project

Creation of an industrial critical mass is of strategic importance to harsess overall socio-
economic development of the Central Region, even though it might not be justified only on
pure ccoftomic grounds. Along this line, the Government has decided to locate the nation’s
first petroleum refinery in the Dung Quat arca of Quang Ngai Province, which will help to jump
start the subsequent fully-fledged development of an industrial core in Dung Quat.

Apparently, being in a ficreely compelitive international market, industrial development,
particularly for heavy plant-type industries, is facing marginal investiment cfticiency with high
risks, associated wilh changing market situations towards - global liberalization, -Under such
-~ circumstances, it may not be wise to pursue a full scale development from the beginning.
~ Hence, a more behavioral approach will be recommended for DQI. At the time of preparing the
Study, the following prospective industrics as well as their probable production mix and scale
are assumed to come in the DQJ, taking info consideration the intemational/domestic market
conditions, possible resonrce mobilization, comparative advantages, and so on.

Tlicy are; (1) Petroleum tefinery No.1 (6.5 million tons by 2002) and No.2 (6.5 million toxs
by 2005), (2) Petrochemical plant No.1: (1.2 million tons by 2002) and No.2 (by 2005), (3)
‘Theimal power plant Phase 1 (150 MW by 2002) and Phase 2 (150 MW by 2006), (4) Ship
breaking and repair {250,000 tones by 2006), (5) Steel scrap and re¢y¢ling mill with electric arc
furnace and ralling mill (500,000 tones by 2006), (6) Iron and steel related industrics and
petrochemical related industries (by 2000).

~ The DQI naturally requires the supporling infrastructure to accommodate the above industries,
such as a decp-sca port and ancillary facilities, water supply facilities, industrial waste treatment
system, access roads and bridges, new towaship aud housing, and so on.

& Justification of the Project

‘The Government should provide for most of the capital investment for supporling infrastructure
development, and in return it would take the economic benefits such as forcign exchange
earnings, foreign dircet investment (FDI), employment opporlunities, security of energy, tax
income, and so on. The estimated DQI oulpul amounts to some US$ one billion, which
accounts for 20 ~ 30% of the target GRDP (Gross Regional Domestic Product) in 2005. The
estimated number of direct employment is 9,700 peisons in 2010, which would be associated
with the creation of external employment of sone 20,000 persons in peripheral industrics.

- Financial feasibility of the DQI was evaluated for two cases. The first case assumes that the
capital cost of port and crude oil tanks be included in the project cash flow, and the second casc
assumes that the cost be excluded from the project cash flow as they will be constructed at the
Government expense. FIRR (Financial Internal Rate of Retuni) results in 3.42% for the first
case, and 16.77% for the second casc. Sensitivity analysis reveals that the latter FIRR of

16.77% will drop to 14.33% if the assumed land price (US$ 30 per m? for 50-ycar Iease) be
reduced by 10%, and o 13.66% if the construction cost increase by 10%.

® Implementation Organization

‘Fstablishment of an independent “Dung Quat Industrial Development Corporation
(DQIDC)Y” is recommended to dircetly administer and manage ‘the DQI implementation.
" DQIDC will be controlled by the proposed CRDC (Central Region Development Commilice)
“untit the substantial completion of the supporting infrastructure development. . In order to attain
- financial self-sufficiency for its operation and maintenance, DQIDC should collect lease charges
for the developed land, and user charges for port, water, and other utilities /facilities.

(29) Central Viet Nam Development Master Plan



o Iiﬁplemcn!atlon Cost  and Schedule for - Supporting  Infrastructure

Development . ' _ - :
The implcment_étion cost that includes those for engincering, construction, conlingency, land
acquisition, and tax levies, is shown below. And the conceptual layout of Industrial Estate on

site is also shown below. Furthermorte, the detail study on the layout and cost of Industrial
Estate will be required.

Unil: Mil. US$

Mem : Total 2000 2005 2010
On-site Infrasteucture ™ 793.6 162.0 555:1 76.4
Off:site Infrastructure” . 414.8 _146.8 2680 .
Tolal Cost . . 1,208.4 _ 308.9 8230 76.4

Notes: *'  On-site infrastructure includes, among others, port, Water supply, sacitation plant, and crude oil tanks.

" Off-site infrastructuce includes, among others, access roads and bridges, and temporary works.
Source: JICA study teain

Conceptual Layout of Dung Quat Industrial Estate
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@ [mplementation  Cost  and  Schedule  for  Supperting  Infrastructure
Develepnient

The implementation cost that includes those for engineering, construction, contingency, land
acquisition; and tax levies, is shown below. And the conceptual layout of Industrial £state on
site is also shown below. Furthermore, the detail study oa the layout and cost of Industeial
Estate will be required.

Unit: Ml USS

__Item Total 2000 2008 2010
Om-site Infrastructure ™ 793.6 162.0 5559 76.4
Off-site Infrastructore 4148 146.3 2680 -
Tétal Cost _ CE208.4 3089 8230 76.4

4] . - f . . .

Notes: On-site infrastraciure includes, among others, port, water supply, sanitation plant. and csude oif tanks.
2 . . . .

Off-site infrastructure includes, anong others. access roads and bridges, and temporasy works.

Source:  JICA study team

Conceptual Layout of Dung Quat Industrial Estate
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® Outline of the Project

As an immediate action program, tourism infrastructure improvenent (T10) is preposed, which
includes (1) tourism road improvement of approximately 223 km in length, (2} other transport
facilities improvement such as parking areas, water transporl facilities, tourist signs and
information, and so on, (3) tourist facilities improvement such as rest spaces, tourist attractions
such as “sonne ¢t lumitre” and audio-visual presentations, and (4) environmiental prolection
and conservation, :

Subseqtiently, in order to establish a fully-fledged tourism cor¢ 1o aitract mass tourism in the
Central Region, (wo TPZs are proposed. They are (1) Lang Co TPZ and (2) Hoi An TPZ.
The Lang Co TPZ project includes (1) hotels, (2) amenily core, (3) facitities for administration,
-(4) laidscape, (5) golf course and sports, (6) foads, (7) tourisin facilities, and (8) utilities. The
Hoi Ani TPZ project includes (1) tourism infrastracture (such as pedestrians, wharf dredging,
Japanese Bridge, and flood protection), (2) roads, (3} utilities, and (4) public parks.

© Justification of the Project

Admittedly, tourisim development brings about quicker effects on increase of foreign exchange
earnings and employment opporlunities, and ripple effects on relatéd peripheral industries.
Assunting the target foreign tourist arrivals of 2.4 million people and domestic toufists of 2.9
million people will be achieved by the year 2010, total foreign exchange earnings in the study
area will amount to US$ 662 million and employment opportunitics in the tourism sector
industries will amouiit to some 38,000 persons. 'The number of employment opportunitics will -
be doubled to some 67,000 if ripple effects on other peripheral industries are taken into
account. According to the estimate by the study team, the required nomber of intcrnational
standard hotel rooms alone needs to bé increased from 2,007 at present to about 14,800 in the
year 2010.

@ Implementation Organization

Establishment of an independent “Central Region Tourism Development Corporation
(CRTDC)” is recomunended to manage collectively and centrally tousism development
projects and programs in the Central Region due to their diversity and necessity of close
coordination. In order to be financially self-sufficient in its operation and maintenance, CRTDC -
should collect tourist charges andfor levy taxes on locators such as hotels and restavrants.,
CRTDC will be controlled by the proposed CRDC (Central Region Development Commiltec)
until the substantial completion of the T1I and TPZs. :

@ Implementation Cost and Schedule

" The implementation cost that includes those for engineering, construction, contingency, land
acquisition, and tax levies, is estimated as shown below. :

Unit: Mil. US$

Project Total 20090 2005 2050
“Tounsm Infrastructure Improvemént (T1) 162 40 104 18
Lang Co TPZ 122 6 79 o 37
Hoi AnTPZ 112 3 66 43
Total Cost ' 396 49 249 98

Soutce: HCA study team

Central Viet Nam Develapmem Master Plan (31)




Proposed Development Plan for Lang Co Tourism Promeotion Zone

\\'\: Y .'\{::._‘

sl
T

o, 2

P 3o Tl Koy . =
GENERAL PLANNING GUIDELINE proposats . TOURISM PROMOTION ZONE DEVELOPMENT PROJECTS Propossls
. E Coacervation Adt Zoatag Devdopmeat Zoakig Toorten Infrestiocizre Devebopment
Savctuary Zooe (LEVELT) . ey LYW Development Area Anerid Access Rosd Improveaent
D clopment Control Zooe (LEVEL 1) $eed Coast Resot Devdopmest Area == -
~ Acotks Road Developarent

LT

A e

EERREI TS 1antcape Cortrol Zoved LEVELTIT) B0 Bsffer Groen Aea

. . [ ] Vitlage Improverent Asea (277 Tousism Facitities Dev clopment Area
- Cenfral Viet Nam Development Master Plan (32)




Proposed Develepment Plan for Lang Co Tourism Promotion Zonc
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@ Outline of the Program _ _
HIC aims at developing industrial crops (coffee, sugarcanc, mulberry silk, rubber, tea, pepper,
cashewnut; cinamon and cacao) to promote exporis and import substitution in hilly and
mountainous areas (Agricultural Zone B and C). The scitlers in New Economic Zones and
ethnic minorities i reseltlcnient arcas will mainly take part in this program, since their future
cconomic base is fully dependent on the success in developing these crops. They have to create
a sistainable- production cnvironment by reforestation and planting of windbreaks, Up to
© 2010, HIC envisages lo develop plantations of about 82 thousand ha, or more than 2.5 times as
much as the cuirént acteage under tree ¢rops, (o expand cane field twice as imuch as the present
15 thousand ha, and to increase forest coverage by about 200 thousand ha {from 46% to 56%).

The pre-feasibility study tries to find a rational way of facilitating the desired development.
- HIC has two dimensions, i.c., technical transfer and capital investment. The study of the
former concluded that the best way of technical diffusion is to harriess the extension wing -
throvigh the provision of equipment it Hue Uniiversity for the necessaty training of extension
specialists for industiial crops. That of the capital investment clarifies the cost requirement and
elficiency and future prospect of international commodity markéls that play a key role in
deciding the crops to be expanded in this area. An jnsurance fund for the survival of producers
is studied as a buffer measure to counterbalance price shortfalls and long gestation.

® Justification of the Program

The industrial crops have the highest returi among all crops, including foodcrop. Paddy and
subsidiary crops in flat plains accouiit as a major agricaltural resource, but the room for further
expansion is timited by topagraphy and recurrent floods. HIC plans reforestation that will be
able to mitigate flood damages in the granary area. Provincial agricvltural depariments have put
the first piiority on the development of these crops and this decision is consistent with national
policy. No other better choice has so far been found than developing cash crops (including
industrial ones).. In a free markel economy, food can be bought from the profit obtained from
" other crops.

o Implementation Organization

The proposed CRDC (Central Region "Development Committee) should ceatrally and
collectively manage the entire HIP program due to its inter-provincial nature. In the case of
ulilizing foreign funds for capital investment or for the establishment of the insurance fund, the
Agricultural Bank scrves as intermediary agency to manage loans granted to industrial crop
producess O1 Processing enterprises. .

@ Iniplementation Cost

The implementation cost that includes the facility for technical transfer, provision of loaus as
proposed for plantation and creation of an insurance institution, is shown below.

. Unit: Mil. US$
Total Cost Facllity Plantation Reforestation Insurance
186 20 112.5 . 47 - 6.5

Source: JHCA slﬁdy team

& Lmiplementation- Schedule

The whole plantation and reforestation progean is proposed to be completed by 2010 to make it
fully sustainable, but technical transfer should be harnessed prior to the peak of plantation, or
by 2005, ‘The actual planting of coffec and other irce crops has already been initiated a few
years ago, so it is desirable to launch the price insurance institution by 2000 for servicing the
carly planters. : '

(33) Ceniral Viet Nam Development Master Plan
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® Outline of tlie Program : _
The RCD program eventually ainis at the alleviation of poverty in alt poor communes in the
mountainons areas where ethnic minorities reside predominantly. However, for the purpose of
finding the best possible methods, twenty pilot projects will be carried out in designated arcas
until the year 2000, Upon completion of the pilot projects, the results will be cvatuated and
adjusted for subsequent implementation in all poor communes in the study arca. Among the
twenty projects, three saniple communes. have been selected according 1o the established
" selection cateiia in order to work out the approximate cost of the projects. They are Huong
Tain Corimune, Huong Phung Commune, and Huc Commwune in the Huong Hoa
district of Quang Tri Province. : . : '
The RCD is basically composed of threc components, that is, (1) Poverty alleviation through
agricultiral and forestry development accompanied by financial assistance and provision of
cxtension services, (2) Provision of social infrastructure that satisfies basic human needs, (3)
Capacity building.
- @ Justification of the Program
The Governiment has launched the plans and policies for socis-economic development of which
poverly alleviation, eradication of illiteracy, and provision of social services in the social sector
are considered of outstanding importance. The study aréa is regarded as one of the poorest
region in the countey, and hence, real needs exist to assist the poor people in attaining their self-
reliant and sustainable life styles. The ethnic minoritics living in the Central Highlands
predominantly need such assistance. - Involvement of socially and economically deserted people -
in development by means of participatory approach would apparently enhance the social
security and unity, which results in a more balanced development in the Central Region.

6 Lmplementalion Organization _ : _

The proposed CRDC (Ceniral Region Development Commitice) should centrally and
collectively manage the entire RCD program due to its inter-provincial nature. It is preferred
that the existing Vietnam Bank and/or the Agricultural Bank will be involved as intcrmediale
bank to provide lean facilitics by obtaining original funds from international lending agencies in
order to provide the poor people with soft loans.

© Implementation Cost by the Year 2000

The implementation cost that includes those for engineering, construction, and contingency is
shown below.
Unit: x 1,000 US$

Infrastrucivre - Huong Tan Huong Phung Hue Average 20 Communes
Road 1447 164.6 162.1 A 3,142
School 585 327 35.8 42.3 §46
Clinic 13.6 i3.6 27.2 18.1 362
Etectricitly 8.9 53.2 53.2 61.8 1,236
Waler 6.0 6.6 6.0 6.2 _ 124 -
Total Cost 30,7 270.7 284.3 185.5 8,710

Source: JICA study leam

In addition, with regards to the ‘provision of financial assistance for:cxpansion of “the
agricultural base, some overhead and interest costs for providing loan facilitics by intermediate
banks will be required, if subsidized assistance will be granted to poor households.  Also, the
capacity building component natvrally requires some cost for ils implementation.

¢ Implementation Schedule

Prior to the commencement of the RCD program, the CRDC will select the remaining 17
commaunes for simultancous implementation.  All three components will be carried out in the
sclected twenty comniunes as pitol projects until the year 2000.  And these will be largely
expanded after the year 2000 for subsequent implementation. k is expected that by the year
2010 the RCD program shall cover all poor communes and about 70 % of the poor ethhic
minoritics in the mountainous areas. :

(35) Central Viet Nanz"Devefoprtlei:r Master Plan



Program Areas of Sample Communes -

mosessn ProVince Boundary
- District Boundary
o Main Yown/City

&> Program Area : :
— Road o 10 50km
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6. PRELIMINARY IMPLEMENTATION PLLAN FOR PRIORITY
PROJECTS AND PROGRAMS

® Pre-implementation Arrangements

As heretofore meiitioned, unless special consideration is given by the Central Government
together with its positive financial and institational support, the development of the Central
Region would not be able to achieve its smooth and sustainable implementation. Hence, it is
highly recommended (o establish as early as possible a semi-autonomous {if not fully
autonomous) implementation agency tentatively called the “Central Region Development
Committee (CRDC)” based on the consensus among the Administration to grant special
support to the Central Region, because of its national importance and significance,

Following the establishment of the CRDC, professional Project Management Consultants
(PMC) should be procured to realize a fast-track implementation before a full-scale capacity
“can be attached to the CRDC or its subsidiary development corporations, tentatively proposed
as the “Dung Quat Industrial Development Corporation (DQIDC)”?, “Hue -Da
Nang Highway Corporation (IIDHC)”, and “Central Region Tourism
Development Corporation (CRTDC)”.

® Iniplementation of 6 Priority Projects and Programs

The year 2005 is considercd to be an “epoch-making year” for the socio-cconomic development
of Viet Nam in that she will substantially participate in the global economic framework. In
order to prepare herself for that year with a basic socio-economic infrastructure, 6 priority
projects and programs are sclected through the study. [t is highly expected that they will be
completed by the year 2005, I ' : :

Of course, there are many other "imporlaﬁl projecis and programs that requird urgent
. implementation. However, as identified in the study, the following four projects should be
implemented in the immediate future, ' ‘ r

e Highway No.9 Improvement Prbjéct | : , |
o' Master Plan Study for De\fcloplncnt.'ol' a New Chan May Indusfrial City -

o New Chan May Port- Djev'e!"opm_eht 'P_roject

"« Master Pléin_S'lﬁ'dy for Comprehen‘si\?c3Wa'te‘r Resource Management of the

~ Huong River Basin _ R o , S .

© Also, the remaining projects and programs as ideatified and outliried in the form of “project
- profiles” in the study are recommended to be implemented in the not too distant future. :

® Project Finauce

The basic consideration on project finance for those projects that imay gencrate income is that

the Government should cover whote or pait of the initial capital investment and take the

cconomic retum derived from their development. The recurrent cost for their operation and .
* imaintenance, however, should be self-financed with the revenues or charges generated fron
 their operations.’ The proposed establishment of the DQIDC, HDHC, and CRTDC is for this
- purpose. 'In order 10 case the project’s cash flow or lo provide institutional funds for social
~ developments, it is highly recommended to use as much concessionary loan and/or grant aid as
- possible for all 6 priority projects and programs as proposed in the study.  The total capital
“invesiment to be covered by the public sector by the year 2005 is estimated at US$ 1,888.6
million in 1996 constant prices. The study team is of the opinion that the amount would fall

~within an affordable range taking into account the potential accumulated  development
- expenditure budget for the target arca that would be US$ 5,400 million by the year 2005.
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