«  Aquatic, Agricultural products processing 23 enterprises
1. Policy and regulation on state-owned enterprise restructuring

The achievement of the above-mentioned results has been due to the implementation a comprehensive set
of polices by the Government. These policies have covered wide range of issues, including the issuance and
the implementation of the regulations. The government has also put many efforts to create a favorable
environment for the enterprises after restructaring. There have been strong commitments from various
government authorities in restructuring SOEs, from the central to the local government. The Government has
also paid attention to adveritise for benefits of SOEs restructuring to the employees. In particular, legal
framework for the process of SOE’s restructurihg has been on the way of improving. especially policies to
encourage investment in the restructured SOEs (preferential treatments for the employees and the investors).

SOE’s restructuring regulations can be summarized as follows:

(1) Merging SOEs
In principle, merged enterprises shall inherit all rights and obligations of the individuat enterprise before
merging. Of which are the rigf!ts and obligations regarding receivable debts, payable debts and other
- financial outcomes related to the performance of individual SOE befbre merging. -
However, in the césg that the financial position of individual enterprise before merging is weak affecting
financial situation of the merged enterprises, the State may provide some forms of supports, such as writing

off state budget debts, or restructuring the amount of debts outstanding.

(2} The process of SOEs equitization
In order to accelerate the process of equitization of SOEs, the Government issued the Degree 44/1999/
ND-CP dﬁted 29/06/1999 on the transformation of SOEs into joint-stock company, replacing the Degree
28- CP of May 7, 1996 of.thc Government. The List of SOEs needs to be equitized is selected based on the
'classiﬁcati_on of SOEs in accordance with the Directive No 20/ l998/CT-TTg dated 21/04/1998 by the
Prime Miﬁister. These are the enterprises in which the State does not need to retain 100% equity capital.
Depending on specific requirements, SOES shall be equitized by one of the following forms: Retain the
existing value of the state’s capital at the entérprisc and eqditization through issuing shares; selling part of
" state’s capital value in the enterprise; or sélling all state’s ca.pital in the enterprise.
The sale of SOE s shares is made available to all investors, mcludmg the cmployees of equitized

_enterprises, other Vietnamese citizens or fon:lgn investors.
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Preferential treatments for equitized SOEs

In the process of equitization, investors shall not bear any expenses relating to organization and
implementation of the equitization’s procedures. The Staté is responsible to cover all of these expenses,
comprising of: 'r

»  Printing of materials; conducting technical training on equitization procedures;
+  Making inventory, and evaluation of enterprise assets;
- Elaboration of equitization plan; Article of Association and Memorandum of joint-stock company;
- Hiring of audit to reassess the performance and value of assets of the enterprise;
-+ Conducting a meeting of enterprise’s mangers and employees to implement equitization;
»  Propaganda and advertisement for the equitizatioﬁ of the enterprise;
< Organization of the sale of shares;
+  Conducting first shareholders meeting; _
«  Other expenses related to equitization of the enterprise.

All of the. above mentioned equitization expenses are limited in the range of 1% to 3% of the actual
value of equitized enterprise. The actual limit dependd on the size of the equitized eﬁterprisc: if the equitized
enterprise has the actual value of less than 3 billion VND, the enterprise is entitled to spend not mere than
3% of this value; if the equitizéd enterprise have the actual value from 3.to 10 billion VND, the enterprise
is entitled to spend an extra 2% of the added enterpﬂse actual value; if an E(iuiti.zcd enterprise has the actual
value of more than 10 billion VND, the eniérprise is entitled to have an extra 1% of the added enterprise
actual _vaiuc. _

Assets which the shareholders do not have requirements to use, or asset that are imposible to use, or

debts that are unable to recover shail be not inclued to determine the actual value of the State at the

enterprise.

Preferential treatments for employees

Prior to 1998, employees of equitized SOES are entitled to a pre_ferenti.al treatment by which the State
allocated to the employee a portion of state shares. The all_oéation of state shares is based on working time
of the employees in the equitized enterprise. However, the Stafe stiil renlail_ied the 6wne_f 6f the allocated
shares, the .cmployes only benefit from dividénds of the allocated shares. The ¢mployees are also-.en.titled
to purchase shares on credit on the basis of 5 years term with annual interest rate of 4%. This prd.vis_ion had
not encouraged the employees to put more capilﬁl into the enterprises and had also restricted the right of
employees to transfer the shares. |

In order to overcome this problem, and to encourage participation of the employees-in the eqﬁitiz_atioln
process, as well as to cfcatc a necessary condition for the development of the stock exchange, the government

through the enactment of the Decree No 44/ 1998/ND-CP has adjuéted preferential policies for the employees
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in equitized enterprises. According to this decree, the employees of equitized SOEs will be entitled to buy
share with 30% price reduction. The number of share sold to the employees on this preferential price
depends on each person working seniority in the SOE, for each year working in the SOE, the employee is
entitled to buy 10 shares on discounted price. In particular, poor employees in the equitized enterprise will
also be entitled to defer the payment for the purchase of the preferential shares in 10 years, including a
grace period of 3 years. The cmployées who bought shares on preferential price shall gain ownership of the
shares and have the right to transfer these shares.

In addition, employees of the equitized SOEs will also benefit from the distribution of residue balance of
bonuses fund and welfare fund of the enterprise at the point of equitization.

Employees in the equitized cnterprises will also have the right to be retrained for the new job; benefit
from serverance payments . In the case of 12 months after the transformation of a SOE in to a joint-stock
company, if the employees lose their job due to re-organization of the enterprise business and operation or
due to the renewal of new technology, the employees will be cnﬁtled to the serverance payments. Details
are as the followihgs:

. Thé State shall subsidize employees for cost of training for new jobs. Job training subsidies will
range from 1.37 to 8 million for each employee, depending on the level of training (university or
cbilegc), and for job retraining, the subi.sidy will be 3 million for one employee.

- - Ifthe emi)loyecs who have worked in the enterprise for more than 1 years losses their job, the
enterprises have the respohsibility to retrain them for the new jobs. If the employées are unable to
get new job, and have to terminate their labor contracts, tﬁe enterpries have to make severance

. payments for the employees at the rate of one month salary fér one year working at the enterprises
and this payment must be at least 2 months salary of the employees.

Financial resources to support for employees of the equitized SOEs are from the proceeds from the sale
of state shares (according to the Decision 177/1999/QD-TTg of August 30, 1999 on Organization and

Operation of the Assistant Fund for state enterprise restrucfuring and equitization).

(3) Transfer, ;s'elling_, business conrractt;ng and lease of state-owned enterprises.

.. Transfer, selling, business contracting and leasing SOEs are applicable to small-scale SOEs which have
the acouhting book value the state capital of less than 1 billion VND, and have incurred chronic losses, or
the SOEs which.book value of which have accounting book value the state capital between 1 to 5 billion
.VND and have suffered from chronic losses, but not yét fallen into the state of bankruptcy (excluding

. agricﬁ}tural farms; forestry farms owned by the State, SOEs Operating in consuliant businesses)

- Transfer of a SOE is the transformation of the ownership.of the enterprise from the State to a labor
collective in the _enterpfise:. The labor collective has the right to use and to manage assets of the transferred

cnterpriscifor profit- earning purpose. -
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Entire assets of the transfered enterprise shall belong to the labor collective, which inherits interests of
the enterprise, and is responsible to take over all obligation of the SOE, including debt payable. The
employees in the enterprise are entitled to own part of the enterprise value in shares at no cost. This means
the State shall not recover the amount of capital invested in the enterprise prior the transfer of the enterprise.

The enterprises transfered to the labor collective if incurring losses or facing with financial difficulty
shall be entitled to suport policy, such as writing off state budget debt, or subtracting bad debts out of the
value of the enterprise, or writing off debts owned to Social Security Fund. If the transfered enterpriscs are
in the position of ihsolvcncy, these enterprises will be supported by the Assistant Fund for state enterprise
restructuring and requitizétion.

The sale of a state-owned enterprise refers to the change of ownership from the State to investors. The
investors have the right to manage the énterprise for profit-earning purposes. Depending on .speciﬁc
requirements, the purchaser shall or shall not inherit the debt obligations of the enterprise. If the purchaser
inherit all debt obhgatlons the State shall transfer the actual value of the portion of the State capital in the
enterpnse if the buyer does not inherit the enterprise debt obllgatlons the State w1ll transfer its existmg
assets to the buyer, depending on requirements of the buyer.

Regardless kinds of purchase, and depending on the usage of existing enterprise labor and timihg of the
payment, the buyer shall be entitled to purchase the enterprise on discount price. If the buyer is the enterprise’s
labor collective, the maximum discount rate is .90% (if the bu'yer committed to uSc more than 50% of the
existing enterprise’s employee, the applicable discount rate is 50%, and if the buyer made a lun.lp.-sﬁm
paymcnt,. the discount rate is 20%). If the buyer is an outside investor, the maximum applicdblc discount
rate is 70%. | _

Contracting a state enterprise and leasing a state enterprise refer to the change of the mode of management
of the enterprise in order to utilize the enterprise current assets and resources in an cﬁicient manner, and to
increase the accountability of the enterprise manager, and the operational efficiency of the enterprise.

The State shall transform entire enterprise to the contracting party and the contracting party shail be
empowered to manage and 0peraté the enterprise for the purpos;e of profit-earning, ensuring the job and
stable income for the employees. The contracting has the right to enjoy the profit that is above the contracted
level and if the level of profit generatmg is below the contracted level, the contracting party is liable to pay
for the deﬁc:t

Depending on the requirements of the lessce, the State shall lease entire fixed assets that have formed
the business of the enterprise, and the lessee is required to use all existing empioyees of the ent.ci'prise_. The
lessee shall (or shall not) inherit the debt obligations of the enterprise. The lessee has to pay annual leasiﬁg
price to the State. The leasing price is determined based on the actual value of leased enterprise. The
lessee hﬁs the power to reorganize the en.terpris.e operation and management structure. -

The expense for the implementation of tranfer, sale, business contr’acﬁhg, leasing of the SOEs is funded
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by the State, which is similar with the case of equitization. The expense is covered by the following
sources:
+  Inthe case of SOE's transfer, expenses shall be deducted from the value of the assigned enterprise
«  Inthe case of SOE’s sale, expense shall be deducted from the proceeds of the sale
+  Inthe case of lease or business contracting, expenses shall be accounted into the expenses of the
regular business’s operation.

Assets that the enterprise’s buyer or lessee does not have the need to use or the assets that can not be used
shall be taken into account in the determin'mg the value of the State’s capital in the enterprise.

The State shall use the Assistant Fund for the restructuring and equitization of the SOE to support for
enterprises that have to restructure (transfer, sale, business contracting, and leasing), to make necessary
payment for the employees such as the costs of training and retraining, job-loss subsidy, which are simifar
to the the regime applied to the equitized' enterprises.
© Currently, policy for the restructuring of the debts of business contracting enterprises has not been in
blaée, hoWevcr, in practice, these énterprises may suffer from losses, which arise from poor quality assets
or from the uncovérable debts. If there is no support from the State, such as debt repayment deferring, state
budget debt restructuring or writing off, these enterprises will be unable to stay in business. Therefore, in
order to maintain these enterprises, the State has to have a number of financial support polices, otherwise

these enterprises will cease to operate.

(4) Enterprise closure up or liguidation
‘The enterprises that incurred periodic fosses and being unable to recover its financial status after granting
financial supports, but are still remained insolvéncy and are unable to pay its debt, then these enterprises

will be closed up or liquidated.
2. Results and SOE's restructuring plan

Results

Through the process of closure, merge or re-registration of the SOEs (in accordance with the Decree
388/HDBT of tﬁe ministerial council on the establishment and re-registration of the SOEs, Directive No
500/TTg of the Prime Minister on the restruciuring of the SdEs, and the Decree No 28/Cp on the
transformation of the SOEs into joint-stock companies), the number of the SOEs have reduced by more
than 50%, from 12,000 eﬁterprisés in .1990 to 5;500 enterprises in 1999. During this process, the State have
to deal with more tﬁan 70 thousand of redundant labor, with total expenditure of more than 300 billicn (of
this the State f:aid 55% and the re'méining 45% is paid by the enterprises by using enterprise’s fund or

adding to the enterpﬁse regular expenses). The process of SOEs restructuring in this period has contributed
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to change the scope, worforce of the SOEs. The operational structure of the SOEs is also restructured. 250
large corporations were amalmagated into two group of State corporations, called State Corporation 30/
TTg and State Corporation: 91/TTg.

- Equitization of state-awned enterprises: Regard to the number of SOESs that have gone through the
process of equitization, the State has made the following supportive expenditure as follows:

With the current policy regarding the equitization expenses, assuming that the average value of all
equitized enterprises is 6 billion VND and the equitization’s expenses for each enterprise is 200 million
VND, total equitization expenses incurred by the State v.viII be around 90 to 100 billion VND. These
expenses will be deducted from the proceeds from the sale of the portion of the state capital i-n the enterprise.

With regard to the value of assets excluded from the value of the enterprise when determine the actual
value of the state capital, this amount is expected to be around at 200 billion VND, or 3 - 4% of the value
of the equitized enterprises. _

Preferential treatmenis for the employees: The total value of the reduction of the shares purchased on
discounting basis by the employees is expected to be around 300 billion VND (for 450 equiﬁzed enterprises).
This.yaiue' is not included the value that the employees received from the distribution of the residual value
of the bonus fund and welfare fund at the time of equitization. _

Most of the equitized enterprises have operated efﬁciéndy in the past few years, and employment and
income for the employees are very stable. Therefore, the number of empioyeeé lost their job or have to
retrain for new skills is relatively small. As a result, the associated expenses havé not yet iﬁcurred.

Total expenditure for the process of SOE’s restructuring in the past few years ha.\f.c been around 500 -
600 billion (expense for the settlement of redundant labor in the period 1992 91995 .ére excluded). :

The expenses for iransfert, sale of SOEs in the. pésr Jew yeai‘é: In fact, the numbers of SOEs transferred,
sold or leased until now have been relatively small. Currently, there has been about .20 SOEs that have gone
through these forms of ownership transformation (having the decision to transfer, sell, or lease). Many of
these SOEs have faced with debt restructuring difficulty due the fact that the value of the enterprises.falling
below the amount of debt owned. The state has to implémént a number of measures to deal with these
enterprises, such as writing off the state debts, subsidizing funds to pay for the social insurance premium of
the employees, or to make severance payments for the employees. Total amount of funds s:upported to

. these enterprises by the State has reached many biilion.

Future trend of the restructuring of SOEs ..
Financial status-..exisring labor utilization of the SOEs belonging to the ca.tegqu of reé!ruc:uring (based
oﬁ criteria set out in the Decree 103/1 999/NDD—CP): Many SOEs belonging to the category of restructuring
are unable to equitize due to poor financial status, high level of accumulated debt gind_ large number of

. labor redundancy, The small-size enterprises operated inefﬁcienﬂy, inqui'red,periodi_c looses were established

576



and managed mainly by the local government. In several regions, the number of SOEs suffered from
looses are very large, for example the percentage of locally-established SOEs incurred looses is 46% in
Nam Dinh Province, 35% in Thai Binh Province; 33% in Ha Nam Province; 21 % in Hai Phong city and Ba
Ria Vung Tau Province... Most of these SOEs have lost the amount of the state capital and therefor have
created a large burden for the state budget.

Currently, the number of redundant workers in the SOE is accounted for around 6% of the total SOE’s
employees (based on the reports of SOEs). Provinces and cities having high level of redundant labor in the
SOEs of more than 20% are Yen Bai (28.52%), Hai Duong (28.36%), Ha Tay (23.31%) and between 10%
to 20% are Thanh Hoa (19.11%), Ninh Binh (18.45%), Lai Chau (17.39%), Ha Giang (15.95%), Cao Bang
(15.05%), Tuyen Quang (14.51%)... The regions have the rates of redundant labor of less than 10% are
North- East (7.28%), NorthWest (7.46%), Southern Region of the Central (2.33), Central Highland (5.76%),
South-East (2.41%)',. Mekong River Délta (0.82%). Therefore, during the process of ownership
diversification of the SOEs, there has remained many issues that need to be dealt with, such as bad debts,
redundant labor, but financial strehgth of the SOEs is very constrained, and is unable to cover for these
1ssues.

In order to speed up the process of SOEs’ eQuitization, diversification in line with the reform direction,
the State has to accprhpany with the enterprises to deal with the emerged issues. In particular, the State
needs 1o have sufficient ﬁnﬁnc_ial resources to support the process of SOEs debt restructuring and support
for the redandant labor. . : ;

Assuming during the peﬁod 2000-2005, the State will restructure 2,600 SOEs. Of which 2,000 SOEs
- {(accounted for 77%) will be equitized, transfered, sold and leased (1,300 SOEs will be equitized; 300
- SOEs will be sold or transfered, and the r_e_maining.ZOO will be ie'ased); 500 SOEs will be merged, and the
remaining will be liqdidated. With this SOEs’ restructuring plah, the the State will incur following expenses:
- The expenses for the organization of equitization, transfer, sale and business contraction of 2,000 SOEs:
. I these echensés are calculated based on the average amount spending by the SOEs on equitization in the
- past few years, total cquitizatidn expenses for 2000 SOEs will be around 240 billion VND (assumed that

the actual value of the enterprise is 6 billion VND x 2000 SOEs x 2%).
If the State sell ;200 SOEs, and the average book value of these enterprise is 3 billion VND, and the
| average state capital in these enterprise is 500 million VND, and if the sale of the enterprises is made at the
maximum diséounting rate of .90%, the State will lose about 460 billion VND (200 enterprises x 3 billion
VND x 90% - 100 b.illion). If the actual value of the enterprises fall below their book values, the State will
lose more than this amount. - R T _
If the State .traﬁsfers 100 SOEs to the. labor collective, and the average value of the enterprise is 800
. million VND, the cniployecs iﬁ these éntcrprisg wﬂl be supported more than 80 billion by the State (excluded

4 .ﬂ}q_gxpgnsﬁs_pf iq@plcmcn;ing SOEs aésignrﬁcnt).
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Total value of assets that are excluded from the enterprise vatue is around 200 - 300 billion VND.

The number of employees need to be retrained for new jobs is about 00 thousand (around 10% of the
total labor in equitized, transfered, business contracting SOEs) and 15 thousand employees shall not be
employed. Inthis 15 thousand redundant labor, number of employees lost their job in the liquidated SOEs
is accounted for 50%, and the remaining 50% is the employees that can not be allocated for job in SOEs
that have assigned, sold or leased. Assuming that average working time of these redundant employees is 15
years and if each employee is entitled to receive subsidy of one month salary for every one year working in
accordance with the current regulation regarding severance payménts, the State has to support each redundant
worker of around 15 million VND. With the number of 15 thousand redundant labors, the State has to
spend 2,250 billion VND. In addition, there is an another expenditure of 500 billion VND for the cost
retraining 100 thousand SOEs eniployces. These figures does not inélude other assistance of the State that
are higher than the level stipulated in the current regulation to encourage the redundant labor to voluntarily
terminate their labor contract, and also does not include the money paid to the Social Security Fund for the
employees of the restructuring SOEs.

It is expected that the State needs to have a financial resources of 3000 - 4000 billion VND to support
SOE’s restructuring. These resources will be used to covered the costs of debt restructuring in line with the
process of equitization, transfer, sale, business c_ontraéting, and leasé of the SOEs, to pay for severance
paymehts for the redundant SOE's employees. These Iexpenses does not comprise of severance payments
for the redundant labor in SOEs that are not on the list of restructuring in the peﬁod 2000 - 2005.. To cover

- for these expenses, the State needs to have another 1,200 - 1,500 bill'ion VND.

 The Assistant Fund for SOEs restructure and equitization was establish'_:d by the Decision No 177/1999/
QD-TTg of August 30. The proceeds from the sale of the state é'apital in thé SOEs subject to oWnership
change. Other capital sources for the Fund include the allocation from the state budget, aid from international
organizations. The Assistant Fund is used for: subsidies to employees who voluntarily terminate the labor
contract or lose their jobs; expenditureé on the training and rétraining so as to give new jbbs to reduﬁdant
labor, financial support to restructured and equitized SOEs; support to employees in the equitized SOEs in
which the state-owned capital is not enough to cover pre'ferential shﬁres to be sold to the employees in the
enterprises; addition of capital to SOEs which need to prioritized for consolidation, and investment.
Therefore, capital sources of the Fund are very limited, and if there is fio strong support from international

organizations, the Fund will face with financing difficulty.
3. Emerged problems in the process of SOEs’ Restructuring

The results of the process of the SOE restructurilig mentioned above have been far below requiréments and

the expected timeframe for the equitization, transfer, sale, lease of SOE. There are several main reasons
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contributing to this poor results:

SOEs restructuring directions have not yet drawn strong attention and have not made clear within
the enterprises. There has been very little support from manager and workers of the enterprises. Many
SOEs incurred periodic. losses, but have been very reluctant to be restructured. These enterprises
have still wondered about the availability of the financial resources to make severance payments for
redundant employees, and to pay for the due debts.

Regarding to the policy for the SOE's emp'loyees, the total value of preferential value shares sold to
the employees at the discount rate of 30% is limited in accordance with the value of the state’s capital
in the enterprise. Therefore, regard to the enterprises that have had the level of state’s capital is small,
but employed large very number of labor, the actual value of the preferential shares that the individual

employee can be entitled to buy is relatively small. (According to the new regulation, these enterprises

- will be acquired the support from the Fund for the Assistant of the equitization and restructure of the

SOEs).

- With regard to the sale of SOEs based on 90%. discount of the selling price, the value of the

' preferential treatments that benefited to the employées in the selling SOEs will be much lower. This

fact has created a tendency to delay the process of restructuring in the enterprise, the enterprise has
tried to look for new policy from the government. In addition, the sale of the enterprise through this
mode will create é strong bu.rden for the State.budget when dealing with the bad debts of the enterprises.

Poor employees in the cntcrpfise have been unable to find sufficient resources to buy shares in the
enterprise, and therefore, they will be not eligible to participate in the management of the enterprises
as the shareholders,

The caps on sharcholdi.ng of individuals and legal entities, especially on the shareholding of the
enterprise managers have affected capital mobilization of equitized enterprise, and the exploitation of
management talents of entrepreneurs.

The severance payment for the employees who have voluntarily terminated their labor contract (1/
2 moﬁth salary for ever one year working in the SOEs) is below the payment supported for the employees
who have lost their jobs, and therefore does not encourage the voluntary termination of labor contract
of the employees in the SOEs. In addition, the money that the employees could receive from the

severance payments is not enough for them to spend during the course of finding new job.

Although, the rcgulaﬁon and policy for the settlement of debts of the SOEs subject to restructure have been

in place, the implementation of these policies has been very slow. This has affected the financial status of the

SOEs which has beeri in process of restructuring and equitising.
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4. Future income from the reform of SQEs,

Equitization, transfer, sale and lease of SOE have been a comprehensive policy package to restructure the
SOE, reflecting a strong commitment of the State in the process of reforming SOE. The process of SOE’s
restructuring during the past few years has been predominantly in the form of equitization, and mainly focussed
on efficient SOEs. Currently, the total equitized SOEs is accounted for 10% of the total SOEs. In the future,
the restructuring of the SOEs will bring the following benefits:

- Through the process of restructuring, the number of SOEs will be cut, and therefore reducing the
work that belong to the responsibility of the State as a owner of the enterprises, such as making
néccssary investment for the SOEs, dealing with financial difficulty of the SOEs. This has also
reduced the burden for the budget when the SOEs incurring losses. The'process of SOEs’ restructuring
will help to strengthen the financial strength of the SOE sector, reducing the number of loss-making
and inefficient SOEs.

- With the newly established form of enterprise after restructuring, the State will carry out the
managerial role of a owner of the enterprise through the value of capital invested in the cntérprise, and
the State will be entitled to benefit from the distribution of profits.

.~ This process will help the restructured SOEs to attract idle capital of the corporaté sector, of the
society to invest in modern equipment, changing the mode of pr'oduction.. SOEs’ restructuring will
also contribute to strength the efficiency of assets utilization, increasing level of competitiveness of
the Vietnamese SOEs in both domestic and international markets. These factors vﬁli create a condition
to increase the level of budget collccﬁon. |

- Through restructuring, the benefits of the enterprise managers are directly related with the
performance of the enterprises. In the form of joint-stock companies, the managers will benefit from
the distributed dividend on the number of shares owned, in the case of leasing, business contracting of
SOE, the manager will be entitled for profits above the contracted or leasing price. |

- The process of SOEs’ restructuring \.ﬁll help to create jobs and income for employees wérking in
the enterprise prior the equitization, attracting outside labor, éontributing to maintain social stability.
In the re‘s!ructured enterprises, in addition to salary as stipulated by the current regulétion, the employees
will also benefit from distributed di#iden_d of the share hold. |

The above conclusion is illustrated by the following facts:

-The figures from a number of enterprises have revealed that compared with prior to equitization, the
performance of the equitized enterprise have made positive progress, revenue .incrcased by m'ore. th'an 30%.
Many equitized SOEs achieved the high rate of revenue growth, sucﬁ as Refrigeration Electrical Engineering
joint-stock company; Bach Tuyet Cottoﬁ joint-stock company; Sai Gon Rubber Joint-Stock Company (Kim

Dan), Hai Phong Paper Joint-Stock Company... However, there are several equitizéd SOEs not achieving
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growth in revenue.

The value of the state capital in the equitized enterprise has expanded. Equity capital of the equitised
enterprise has also increased. For example, equity capital of the Transportation joint-stock company increased
15 times in comparison with the point of equitization. Thousand of billion VND from the society has been
mobalized by these enterprises.

Many equitized enterprises have not only maintained their workforce, but also recruited many other new
workers due to production expansion. According to the preliminary reports the equitized enterprises, the
workforce of these enterprises have increased by 20%. For example, the number of employees working in the
Refrigeration Electrical Engineering joint-stock company is doubled, form 334 employees prior equitization
to 73%employees, and employees of Long An Export-Processing Joint-Stock Company increased from 300
prior equitization to 1,500. .

The iﬁcomc level of the employees in the equitized SOEs has increased by 20%. A good example for this
is the Transportati.on joint-stock company in which the average monthly salary of the employees is 4 million
VND, increased by approximately 3 times in comparisons with pre-equitization. For the Ho Chi Min Honeys
Joint-Stock Company, this figure is more than 2.5 times. Regarding to the transferred, selling, and leased
SOEs, average income of the employces has also increased.

Profits of the restructured SOEs increased by 10%, and a number of equitized SOEs have achieved very
high fevel proﬁ.t growth, such as Bach Tuyet Cotton Joint-Stock Company. Can tho Foods and Vegetables
Joint-Stock Company made a profit of 300 million VND in the period March 2000 to July 2000, which is
equivalent to 1 year pre-eciuitizétion profit. Can Tho Foodstuff Processing Co_mbany, which is transferred to

30 employeeé in the compény, has made a profit of 30 millibn VND siﬁce March of this year. The number of
enterprises faced with the profit dec}easing is relatively small, and there is no equiﬁzed enterprises incurred
losses.

Distributed dividend of the equitized enterprises are higher than interest rates, on average dividend is
around 1%/month

Wit regard to state budget contributions, although the equitized enterprises are exempted from corporate
income tax for the first two years, these enterprise contributions to the State budget significantly increased
during post equitization years as compared to those of the year prior to equitization. For example, contributions
to the State budget of Refﬁgération Electrical Engineering joint-stock company; Bach Tuyet Coiton Joint-
Stock Company, My Chau Joint-Stock Company increased 3 times, and speciaily for Kim Dan Joint-Stock
Company; the increase is 6 times. However, it is worth noting that in addition to the efforts of the enterprises,

the incrcasé in the contributions of these enterprises to the state budget may be due to the changes in regulations,
such as the introduction of value added tax; corporate income tax, tariff reduction in line with the AFTA’s
commitments.

Reagring to the SOE that had transferred, sold or leased, ﬁlany of them have increased effciciency of assets
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utilization, capital mobilisation from investors, the enterprise’s employees. The average income of employees
in these enterprises have also increased. Hoever, in addtion to well-performing enterprise, there are a number
of enterprises which the achievement is below expectation. Many enterprises have been still inefficient, and
remained in loss-making positions. In particular, the merge of loss-making enterprise with a well-performing
enterprise has created a burden for the later.

Equitized and transferred, sold and leased enterprises have had the right to change the ownerchip, mangement
mode of the enterprises, and had the autonomy in production and operation. These enterprises arc mainly
small-scale enterprise, and very flexible, and it is easy for them to change technology, products to meet with
the market’s requirements. Therfore, it is expected that production efficiency of these enterprise will be
enhanced futher, and these enterprise will be able to compete with other enterprise. -

In general, most of SOE after being restructured have strengthen their positions, continued to maintain
operation and good income’s employment for the labor. Many of these enterprise have mobilised more
capital to expand oepration, and therefor have created more jobs for the 'society.

In order to :expoit the benfits of SOE restructuring, the State needs to have a comprehensive legal framework,

ensuring the benefits for the employees.
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