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ABSTRACT

Hanoi province, Vietham has much potential for agtural development with its large
consumer market for agricultural products, soil avater resources, natural climate, physical and
social infrastructure. It is also one of provindbst has attracted a large number of investors.
However, there are few agriculture investment pisjén Hanoi in recent years. This paper presents
the results of the structure interview of 200 mamagf agricultural firms, co-operatives and faims
Hanoi province in 2008-2009. Even if these enfegarare pleased with their business performance
and profitability, the investment climate could banegative effects obstructing investment incestive
in agriculture. The study revealed eight key fastdetermining the investment climate in agriculture
in Hanoi province, which include: land issue, prmial policies for agriculture, capital, physical
infrastructure, administrative procedures, markethnology and labor issue. Land issues and
provincial agricultural policies are the most imgamt constraints; the second group are capital,
physical infrastructure, governmental administratiand the third are market, technology and labor
issues.
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INTRODUCTION

The importance of the rural and agricultural inmestt climate has only recently been
realized. In the 1960s and 1970s, governments inyncauntries believed that they should play a
direct role in input supply, production, trade,ngport, and distribution. The long legacy of state-
controlled and managed markets left the institii@mnd policy frameworks for liberalized and
private-sector-led markets underdeveloped and ferisactor capacities relatively low in many
countries (World Bank, 2007). Like the Vietnamegssernment, the authority of Hanoi found that
agricultural development plays a significant raletihe economic development. However, under the
pressure of rapid urbanization and other factorgjcalture in Hanoi has been facing many
challenges. Besides, Hanoi attracted many domestiavell as foreign investment projects, but
agricultural investment projects are few. In 208@noi called for 373 foreign investment projects bu
only two were in agriculture. In 2007, of the 1,1p8jects implemented, there were only four
projects involving agricultural production (GSO,(8).

This study aimed to evaluate the investment clinaaig conditions for attracting investment
in agriculture in Hanoi province, based on the wsialof effectivenesand efficiency of agricultural
businesses in the period of 2000-2008 and assessitte eight components of investment climate
in agriculture in Hanoi. It will then suggest sopaicy recommendation for attracting investment in
agriculture in Hanoi.
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METHODOLOGY

The primary data came from a survey of productiog business units in the field of three
types: agricultural firms, agricultural cooperasyefarms, and some basic relevant management
agencies in Hanoi in 2008-2009. In addition, sameondary data were collected from the General
Statistic Office (GSO). The fields of agricultureeaclassified as cultivation, animal husbandry,
aquaculture, business of agro products and mixeel. %k sample of managers of 200 units randomly
selected among agricultural units in the studi¢el wsiere interviewed using standard questionnaires,
and orientation interviews of 60 civil servantdtie local government offices were also conducted.

The conceptual framework

The World Bank (2004) shows that although the tenwestment climate is used broadly, it
is taken to mean the policy, regulatory, institatiband governance environment that supports {or fa
to support) entrepreneurship and efficient markeffe report emphasizes that a good investment
climate encourages higher productivity by providapportunities and incentives for firms to develop,
adapt and adopt better ways of doing things —umitinnovations of the kind that might merit a pate
but also better ways to organize a production @®cdistribute goods, and respond to consumers.
The study developed the conceptual framework ptedeim Figure 1. The investment climate in
agriculture is generated by eight components inofyidnanagement capacity of local government,
Hanoi's agricultural policies, public infrastrucéyrmarkets for agricultural products, science and
technology, land, finance and labor force.
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Fig. 1. Conceptual framework for analysis of investmentelie in agriculture in Hanoi
A positive trend of these components, such as:oal geganagement capacity of local government

with a clear mechanism; stable agricultural poficien adequacies system of public infrastructure; a
large markets for agricultural products; the depaient in science and technology; and a good
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mechanism for land hiring and finance will leadato increase in efficiency of investment as well as
improve attractiveness of investment climate ini@gdture in Hanoi. On the other hand, the
effectiveness and efficiency of investment will tase, thus leading to a reduction in attractivenes
of agricultural investment climate.

FACTORS AFFECTING THE INVESTMENT CLIMATE IN AGRICUL TURE
IN HANOI PROVINCE

There are two other factor groups affecting theestinent climate in agriculture in Hanoi.
The external factors include: national agricultupallices, degree of economic integration, and
Hanoi's competitiveness compared to the other pia®g. If national agricultural policies are indav
of agriculture development, Vietnam can integrat¢he large world market. With the high capacity
of competitiveness in Hanoi, investors will thendtienulated to invest more in agriculture of Hanoi.
The second group includes internal factors refgrtim effectiveness and efficiency of agricultural
firms, agricultural co-operatives and farms in Hangffectiveness of agricultural units measures th
results of doing business in a specific periodiciefficy measures the relative relationship between
results and costs of doing business in a periodnally in a year. Some basic indicators were
productivity of labor, of land, profit per laborné profit per capital and so on. A high business
performance and profitability of agricultural unitgll be a base for promoting and improving the
investment climate in agriculture.

External factors

Economic integration of Vietnam in the world markd$o creates a good condition for
improving the investment climate in Hanoi. Vietnahas joined ASEAN, WTO and other
international organizations which allow Hanoi tradt and select more, high capacity investorss Thi
in turn helps to develop agriculture in Hanoi todstigh productivity, quality, food safety and
ecological environment. On the other hand, it rezpihighly competitive products.

In comparison with other provinces, Hanoi seemiaee higher competitiveness. Hanoi is
a center of political, economic and cultural, adlwas one of the largest cities in Vietnam. It has
many favorable conditions for economic developmengeneral and agricultural development in
particular. It possesses both conveniently natémators such as alluvium, water resource, and
weather climate, and socioeconomic supporting factike developed infrastructure systems,
expanded market for goods and agricultural produtts the location of many research centers,
universities, and institutes which is a foundationeconomic development. Moreover, the authority
of Hanoi has established a long-term developmerstegty for agriculture in order to exploit
effectively the inherent advantageldanoi is also one of provinces of the whole counthich has
attracted a larger number of investors. This aleoptes the attractiveness of the investment cémat
in agriculture in Hanoi.

National agricultural policies also play an impottaole and influence the investment
climate in agriculture of the country in generatlatanoi in particular. The government aims to focu
on industrialization, modernize agricultural andatudevelopment; increase investment in building
infrastructure; establish logical structure of agliural production, and apply science and tectmlo
achievement in agriculture. They have strived ntgpriove the policies, create a good investment
climate in agriculture through renovating admiradtitre procedures, enhancing clearance, expanding
markets, investing and developing human resousmesal environment, and infrastructure. This will
motivate the investment climate in agriculture afrdi.

The impact of these factors on thegtment climate in agriculture are as follows:
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Hanoi has gained many achievements in the developpnecess. Gross domestic products
(GDP) increased at an average growth rate of 35.98%tng the period 2000-2007. Even the
contribution of the agricultural sector to GDP dmged over time, GDP of agricultural sector in
Hanoi rose at the average rate of 10.85 in the garied (GSO, 2003; 2008). The investment for the
infrastructure in general as well as in agricultsexctor increases over time with high average grow
rate. However, the ratio of agricultural investmevds very limited, accounting for only 8.4% in
2000, decreasing to 1% in 2006 and then increasir®5% in 2007. On average, in that period, the
amount of agricultural investment increased by 9%6which is lower than the average growth rate
of total investment, in general, at 48.50% (GS@3®008). This means that the role of agriculture
in Hanoi is not considered properly.

The number of foreign investment projects in Hanoreased over time, but the numbers in
the agricultural sector still accounts for a vemyadl proportion. In 2000, there were only 2 ovéB3
projects in agricultural sector, accounting foryofl54%. In 2007, there were only 4 agricultural
projects over a total of 1.118 projects in genesdiich was only 0.36%.

The registered and implemented capital of foreigmethe agricultural sector accounted for
a very small proportion in total capital in Handihe registered capital in the agricultural seetas
only 2.3 million USD in 2000 and 4 million USD ir0@7, which is very much lower than 7,340
million USD in 2000 and 10,257 million USD of totagistered capital. The implemented capital in
the agricultural sector in 2000 and 2007 were Zioniland 3 million USD while total implemented
capital in general were 2,577 million and 5,138lionil USD, respectively. This implies that the
attraction in agriculture investment in Hanoi isyww (GSO, 2003; 2008).

Public capital invested in agricultural sector iartéi tended to reduce over time. In 1999,
public capital invested in rural areas of Hanoi Wa8.8 billion Vietnamdong (VND). The numbers
in 2000 and in 2002 were 93.5 and 79.7 billion VNIBPC, 2004) wherein investment in the
infrastructure system in rural areas such as tingadikes and rural transportation system, doteitha
the largest proportion (more than 80%). Directestiment in production accounted for only 5% of
total investment. The investment for developingdse and newborn husbandry which applies
technology is negligible. In general, public capihvested reduced in all fields over time.

Internal Factors

The internal factors refer to effectiveness anttiefficy of agricultural firms, agricultural co-
operatives and farms in Hanoi as indicators.

There was a big difference in the scale of investnoapital among the different kinds of
units assessed. On average, the total capital afgaicultural firm at the time of the survey was
16,358 million VND. It was 30.77 times higher thahan agricultural cooperative (531.5 million)
and 16.65 times of a farm (982.6 million). The ammbof expanded capital in firms and farms
doubled, while those in the cooperative decreasethe business strategy of firms seemed
concentrated on distributing agricultural produstth an estimated capital of 12 billion VND while
cooperatives and farms are in favor of providinguits service for agricultural production. Only
firms consider expanding the distribution of forggbroducts and producing inputs for agricultural
production while farms only intend to raise aniraatl aquaculture (Table 1).

In 2008, agricultural firms invested 16.36 billionagriculture, including 10.92 billion for
expanding business. Investment was mainly in @goolucts with a total of 12.12 billion or 75% of
total investment. There were only 1.13 billion &itivation (7%) while none in husbandry because
of the bird-flu issue. Investment in cooperativess a total of 531.5 billion wherein 161.8 billiaas
expanded investment. Investment focused on 1Sibrbifor cultivation and 374.1 billion for
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agricultural services. Farms invested 982.6 billion which 668.8 billion was for expanding

production in 2008. The allocation of this investrh was for cultivation (62 billion), agricultural

service (664.7 billion), agro- products (36.2 bitl), husbandry and aquaculture (33.2 billion), and
| mixed activities (138.2 billion).

Table 1: Private capital invested per unit, 2008 -2009.

Indicator Firm Cooperative Farm
Mil. VND % Mil. VND % Mil. VND %

Total Capital 16,357.9 100.0 531.5 100.0 982.6 100.0
Primary Capital 5,443.3 33.3 369.7 69.6 313.8 31.9
Capital expanded 10,914.6 66.7 161.8 304 668.8 68.1
Classified by Business Strategy
Total capital 16,357.9 100.0 531.5 100.0 982.6 100.0
In which:
Cropping 1,131.6 6.9 157.4 29.6 62.7 6.4
Inputs for agricultural production 1,003.6 6.1 0.0 0.0 0.0 0.0
Services for agricultural production  927.9 5.7 374.1 70.4 664.7 67.6
Distribution of agricultural products 12,124.8 74.1 0.0 0.0 36.2 3.7
Animal and aquaculture production 0.0 0.0 0.0 0.0 33.3 3.4
Distribution of forestry products 1,170.0 7.2 0.0 0.0 0.0 0.0
Multiple purposes 0.0 0.0 0.0 0.0 138.2 14.1

| Source: Generated from the survey 2008-2009

In comparison with the firms and cooperatives, ipqgér capital in farms was much higher
at an average ratio of 30.1%. Most especiallyppitng and seedling production farms reached the
highest ratio (31.6%). Firms which did businessgmo products, agricultural services and provided
materials achieved a level of 20%, and those wpidduced inputs for the livestock gained 18.6%.
Agricultural cooperatives got a ratio of 23.1%, mmddgher than 14.1% of the services cooperatives.

| These results show that the investing efficiencggriculture in Hanoi is quite good (Table 2).

Firms that provided agro service had the highedfitpsn cost ratio (0.3); followed by those
which did business on forest products which reach287. Firms that produced inputs for livestock
attained a very low ratio (0.008). The survey resalso implied that investment in husbandry,
aquaculture, and mixed farms promised a quite &ffjbiency (0.395).

Farms were likely to have the shortest time ofretof 4.5 years, and it differed among
various kinds of farms. The shortest time was @&y for mixed farms and the longest was 4.9 years
for cropping farms. The time for return of firms dartooperatives were 10.4 and 4.7 years,
respectively. The longest time of return was h&#&rs mainly because of growing perennial trees.
Time for return in agriculturatooperatives was 4.2 years, longer than the cotperthat provided
agricultural service (3.1 years).

Although the average number of labor in agriculturgits increased over time, most units
had small and very small labor size. Approximat§§% of firms had less than 50 laborers. Only
15% firms had more than 100 laborers. The averageber of the labor force in firms increased
from 75 at the time of registration to 100 peopl@r@sent; 100% of cooperatives and farms had less
than 50 regularly working laborers. The correspogdigures in the farms were 7 and 10 people.
The labor force in cooperatives was almost stablE2gpeople. At the high seasonal production, the
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demand for labor increased, most of the units hiesdporary workers to meet the requirements of
production.

The professional qualification of workers in thevastigated units was low. In general,
100% office laborers in the farms and 71.4% thasethe cooperatives had not been trained.
Unskilled supervised workers dominated 100% infdvens, 80% in cooperatives and 12% in firms.
The trained workers in the firms were mainly teclahiworkers (68.7%) and engineers (19.3%).
About 20% of laborers in the cooperatives werentrdijust for operating electricity and the water
system.

Table 2.Efficiency of capital invested in agricultural sec{%). |

Indicator Firm Cooperative Farm
Profit per capital (%) 17.5 14.4 30.1
Classified by Business Strategy:
Planting 12.7 23.1 31.6
Inputs for agricultural production 18.6 - -
Services for agricultural production 20.4 14.1 28.5
Distribution of agricultural products 20.3 - -
Animal and aquaculture production - - 30.7
Distribution of forestry products 10.5 - -
Multiple purposes - - 18.2

Source: Generated from the survey 2008-2009

Profit per labor of firms was 18.5 million, farmg.6 million and cooperatives 14.5 million
(Table 3). Agro-products business ventures achid¢ivedighest turnover and profits per labor (303.6
and 20.7 million) while those in forest productg ¢mwer (76.2 and 2.6 million). In cooperatives,
turnover and profits per labor of cultivated andnofacturing plants were 167.2 million and 52.4
million, two times higher than ones, which wereagro products. Breeding and aquaculture farms had
profit per labor of 21.1 million. The mixed farmsigh attracted more workers than any other type of
farm (15 workers per farm) gained higher turnoved grofit per capital (46.8 million and 15.5
million).

Table 3. Efficiency of land and labor in agriculture (milii VND).

Indicator Firm Cooperative Farm
Revenue per hectare of agricultural land 118.2 93.8 103.6
Revenue per agricultural laborer 147.8 102.1 122.4
Profit per hectare of agricultural land 37.4 14.1 5.2
Profit per agricultural laborer 18.5 14.5 17.6

Source: Generated from the survey 2008-2009

On average, the firms’ land area was 10.29 hex{@a), in which cultivated land occupied
the highest proportion (50.34%) followed by growmater ponds (39.46%). Forested land accounted
for a negligible rate. For cooperatives, the agerarea was 34.16 ha, and that of farms was 4.82 h
Area for offices and factories accounted for a $paition, only 6.22%, 3.43% and 7.26% of the total
area in firms, cooperatives and farms, respectivblgst of the land used for the purpose of
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manufacturing and trading of firms and cooperativme from land allocation with the corresponding
ratio of 50.44%, 66.63%,while in the farm rentexhd accounted for 93.36% (Table 4).

Table 4: Status of land in investigated units.

ltems Firm Cooperative Farm
Total area (ha) 10,29 34,16 4,82
Structure (%) 100,00 100,00 100,00
According to usage of land
- Cultivation 50,34 78,51 45,02
- Forestry 3,98 0,00 0,00
- Ground water ponds 39,46 18,06 47,72
- Other usages 6,22 3,43 7,26
According to origin of land
- Government allocated 50,44 66,63 6,64
- Rented land 49,56 33,37 93,36

Source: Generated from the survey 2008-2009

Firms gained the highest level of turnover (118.flion) and profit (37.4 million) on a
hectare of land. The lowest level belonged to eoafives with the turnover of 93.8 million and
profit of 14.1 million. The corresponding numbédos farms were 103.6 million and 25.4 million
(Table 3). Notably, cultivated and seedling praduc farms achieved quite a high turnover and
profit per ha of land, at 152.9 and 44.9 millioespectively. It was twice higher than of the biegd
and aquaculture farms (72.4 and 17.2 million). HHigefficient farms produced mainly high value
crops such as flowers, ornamental plants (Tu Ligasmine (Soc Son) and others.

The average growth rate of profit after tax in firwvas high, at 24.9% but their ratio of
profit-after-tax on capital reduced from 7% in 20033.4% in 2007. There was a distant difference
among different kinds of firms. Profit after taxooperatives increased but its speed decreaked. T
average growth rate of profit after tax in farmsswagh, at 26.6%. Firms contributed the highest
amount into state budget; average number was 3A/MD per one million of investment capital.
The cooperatives and farms contributed at a vemyléwel with the corresponding numbers of 8,000
and 11,000VND, respectively. The investigated usésmed to reduce their ratio of contribution to
the budget overtime.

The number of jobs created based on investmenttatalpad a tendency to decrease
gradually. On the average, for every one billiorestment in 2003, firms could create nine new jobs.
In 2007, it reduced to seven. Farms created 29 pab one billion of investment. The capacity for
creating jobs in cooperatives was the highest.s@lmould create 153 jobs per one billion investsent
in 2007, much higher than firms and farms. Howgireterms of absolute numbers, firms created the
highest numbers of jobs. The contribution to builidastructure and improve the natural environment
of the firms was at lowest of 16,000 VND per a ioill of investment (2007), lower than for farms
(38,000 VND) and cooperatives (102.000 VND).

In general, investment in agriculture can genelmrefits in terms of financial, socio-
economic aspects. Most of the investors interggbwaid that their financial profit is not so higint
it is stable and they do not need a big amountagital. This implies business performance and
profitability are not discouraging investors in iagtture. So, which factors have constrained
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investment in agriculture? In order to find thesaar for this question, we would like to look aéth
investment climate in agriculture.

THE INVESTMENT CLIMATE IN AGRICULTURE IN HANOI

The most obstructing factor for attracting investirie agriculture was land issues. Nearly
60% of the investigated units reflected that lasdués limited their investment opportunities.
Agricultural policies ranked the second, followeddapital, infrastructure, and management capacity
of the local government. The least obstacle fackmre markets, technology and labor (Figure 2).

Land access
Hanoi Agricultural Polic

59.6
7.5

Capital

Infrastructure

Investment managemen
Output market
Technology market
Labor market

0 10 20 30 40 50 60 70

Source: Generated from the survey 2008-2009
Fig. 2. Constraints in the investment climate for agrictdtu
Land issues

Land plays a significant role in the investmentqass in the agricultural units. Survey
results showed that 20.6% of firms, 19.9% of coafiees and 32% of farms considered land as a
decisive factor in the production process. Morenthalf of them indicated that land is basic for
conducting business and production. However, itiyated units expressed that the process of land
leasing involved several inadequacies and diffieslt Only 77.6% of surveyed units answered
questions about land hire and 48.2% experiencdituifes in renting. The reasons given were
difficulty in access to land (12.3%), transformatiaf agricultural land for other purposes that eta
scarcity of land in some local provinces (12.1%}héD reasons are high fees of land rented and
inconsistent procedures for renting land.

The main problems for land rental were documenizr@med by civil servants (41.3%
comments), manners of local civil servants (26.680) status of embezzlement causing harassment
(21.5%). The cooperatives and farms faced fewificdities in accessing land than the firms did.
Land rental terms seemed too short compared toctadpen of the units. On average, time of leasing
for firms was 13 years; for cooperatives, 9.5 yeansl for farms it was 12.5 years. Meanwhile, their
expectations were 45, 50 and 40 years, respectivelyaddition, it was difficult to access the
information for renting land (47.4% comments). Thisdue to the scarcity of land and inefficient
agricultural land planning.
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Agricultural policies in Hanoi

The investigated units indicated that agricultyralicies in Hanoi were neither stable nor
adequate (60.3% comments). This led to a redudtidnvestment efficiency as well as diminished
attractiveness of the investment climate in agticel in Hanoi. There are two existing systems of
land prices in Vietham nowadays. State governmegtlates the formal system while the other
operates under the informal market. Differencesvben the two systems are quite large that leads to
the distorted price in the market. The marketeiit the urban and suburban areas is much higher
than the profitability from land use. The pric@yided by the provincial People's Committee reached
only 50% to 70% of market price. In addition, #és a lack of coherence, inconsistency between the
overall socio-economic development planning anddiimation of land allocation.

The Master Plan, which lasts for 10 years, is gdm$pe considered for amendment in 5
years (Article 25 of Land Law), while the duratiohland allocation for investment projects of firms
is normally 50 years. Thus, many units had to movether places due to changes in planning. This
caused damage and risk because of deficiency cazapen, and time wasted to build and stabilize
production. In order to reduce risk, investors oftdioose short-term investment projects which in
turn leads to inefficient land use.

The policy of value-added-tax is not suitable fgrilusiness conditions. Inputs for the
production of agricultural units come mainly fromdividual households which have no legal status.
Therefore, these units often have to accept highofa3.1% vyield value because they do not have
billings to prove the origin of goods for reduction completely free of value added tax. Policies to
control volume and quality of agro products areefédctive.

Farmers tend to cultivate intensively to gain hyigd in a short time. They use chemicals
unscientifically to stimulate their trees and arlgnalhus, chemical residues often remain in the
products. This imposes negative effects on the tinpfu agricultural units and reduces their
competitiveness against imported products. Moreoegricultural units often sign contracts to
support seed, pesticides, equipment, technology, urchase farmers’ products. Nevertheless,
farmers usually break the contract and sell theadpce to other traders. These units face many
difficulties in collecting inputs and have to bunputs from traders at higher prices. This phenomeno
occurs commonly but there is no financial insti@atfor handling it.

Capital

The units also emphasized the important role oftakim agricultural production because it
helped them to stabilize the production (28.5%)lani their investment structure (19.8%), create
opportunities and maintain business (5%), and etadjities (1.6%). However, it was difficult for
them to access credit systems for investment (4&dftments). The main reasons were due to too
complex administrative procedures (15.5%), lackcoflateral (14.5%), lack of information and
relationships (7.7%). It was also difficult to gahccess to informal credit (33.6%), either due to
insufficient collateral (5%), high interest loar&4%), lack of information (5%), shortage of cash
(5%) and some other reasons.

Infrastructure

Infrastructure is gradually becoming an importatér before investors decide to invest in
agriculture (43.8%). Consequently, transportatioss veonsidered the worst (31% bad comments),
followed by wastewater treatment system (26%), mitao of land issues and clearance (20%). The
best comments were on education and training sgsterformation system, and security systems
(Table 5).
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Table 5.Ranking of infrastructure facilities (%).

Very Very No
Ranking poor Poor  Acceptable Good good answer
Transportation 6.9 24.1 38.8 23.3 2.6 4.3
Inventory facilities 1.7 12.1 36.2 17.2 0.0 32.8
Electricity 4.3 11.2 33.6 39.7 2.6 8.6
Irrigation 6.9 12.1 37.1 30.2 1.7 12
Liquid waste
treatment 7.8 18.1 30.2 14.7 0.9 28.3
Information 0.9 2.6 33.6 53.4 6.9 2.6
Security 0.9 2.6 29.3 59.5 2.6 51
Planning 5.2 14.7 42.2 19.0 1.7 17.2
Education and
training 0.9 0.9 46.6 26.7 0.9 24
Business support
services 2.6 11.2 37.1 24.1 0.9 24.1

Source: Generated from the survey 2008
Management capacity of local government

The administrative procedures imposed many reinistin the process of investing in
agriculture. Land rental procedures were cumbeesamd time-consuming (20.6% of comments),
loan processing was slow (22.4%), and businessnding got troublesome (24.2%). Other
interviewees reflected that income tax for firmsadio of 25% was high and they thought it showdd b
20%. Interviewees also complained that many imaest projects did not disburse due to slow
implementation or time consumed to explore the wiaakd select trading categories. Clearance for
doing business was slow and cumbersome. Admitiigrarocedures were complex. Procedures for
clearance and settlement for land disputes werBicuif There were 26.6% comments which
complained of high negative charge, vague admatist procedures and difficult to understand,
especially the multi-stage procedures (14.5%), Wwhied to time-consuming administrative
procedures.

Another constraint came from civil servants’ belavi Authority in the People's
Committees at the district level caused the mosbgance (13.7% comments), followed by staff of
banks (7.6%), tax offices (5%) and customs offi&e%%). This situation resulted from the numerous
stage, unspecific procedures and negative chargeer Qeasons were wrong appointments, multi
appointments leading to confusion and lengthy pataoes.

Output market

Most investigated units undertook a market resebetbre investment (84.5%). It seemed
very easy to purchase inputs for production (86a8¥timents). Hanoi is a wholesale market for agro
products in north Vietham. It has a large suppbntilated market mechanism and fast information
system. The consumption of agricultural produstalso easy because of a large, broad market and
diverse demand. However, they complained thatctirepetitiveness of agricultural products was
low, and demand for products was unstable. Abol8%3f investigated units commented that output
market is still a factor that constrained themnieeist in agriculture in Hanoi.
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Science and Technology

Hanoi is the heart of scientific research in Vieta&cience and technology becomes more
and more important in agricultural production noassl (68% comments). Producers receive much
support from scientific agencies. Their achieversdming success to many firms (49.9%) but less in
the cooperatives and farms. Linkages betweendiemtific research centers with agricultural units
were still weak (29.3%). Some units felt that walogy has limited them when investing in
agriculture.

Labor

Local labor resources have become more and morénportant factor in attracting
investments in agriculture (53.4% responses). Rieoemt of unskilled worker seemed quite easy
(49.8% responses). Nevertheless, some units coragdlaf high wage level (3.4%) and labor in
some case prevented them from investing in agticeilt Unskilled workers seem to dominate their
labor forces, account for the largest share andt ritesr requirements. The ratio of unsatisfied
workers was quite small (4.2%). The labor forceswtable. On the average, 79.3% labor worked
stably during the recruitment. This is really imstlating factor in attracting investment in agitcve
in Hanoi.

In addition, over half of the units said that theruitment of highly skilled labor or experts
was easy. It was due to available labor supply5@3. Hanoi is a good climate for attracting
professional workers, as there are many nearbyetsities and colleges. The ratio of investigated
units that recruited temporary labor is quite high2%. Average numbers of temporary workers in
firms were 146, in a cooperative were 49 and iarenfwere 103. The least and the most numbers of
temporary workers were 3 and 2100; 2 and 300; anéndl 2400 workers, respectively.
Corresponding workload of these workers were 37.5%3% and 46.7%, respectively. They
indicated that hiring temporary labor could redtioeir costs and exploit their labor forces. Thisis
typical characteristic for agriculture in Hanoi.

POLICY RECOMMENDATIONS

In order to develop the agricultural sector and entide best use of internal elements in the
investment climate in agriculture, the first andsmimnportant thing that the Viethamese government
and Hanoi authorities should do is to improve tladices of land and capital Good policies for
reasonable land use and an investment plan bas#tteaoverall planning will stabilize agricultural
production. In addition, Hanoi should set up afgaetrand unique pricing framework for land usage,
and upgrade incentive mechanisms and clearancee Iddal government should strengthen the
capacity of management, simplify procedures fodIlatlocation, land hiring, and have financial
institutions with sanction to handle arising probse This will motivate investors to invest more in
agriculture. The national and local governmentsukh also have a favorable credit system for
agriculture such as the priority policy of intereates for agricultural units. It is also necegdar
increase speed and efficiency of procedures sedtieranhance capital for medium and long term and
expand forms of loans. This will encourage the &oEs to participate more in the agricultural secto

The second thing that Hanoi should do is to ref@dministrative procedures in the
direction of ventilation, reduce the focal acquisitrecords and simplify records. Transparency and
thoroughly consistent information, clear and staddastruction documents make it easy for investors
to approach the Hanoi market. The civil servargednto change their manners. The capacity for
management and monitoring should be improved mifeetevely. Besides, priority should be given
to advanced technology agriculture. High technology centers and agrigalttirms should be built
to perform and transfer new technology to otherswduld be better to approach and apply the
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efficient methods of management. It is also imgatrto plan, build and upgrade rural and wholesale
markets and create favorable conditions to exchaageo-products, encourage and support
preliminary processing and storage of agro-prodinctee intermediaries markets at Gia Lam, Thanh
Tri, Dong Anh and Tu Liem. The inspection systdmudd be strengthened to detect counterfeiting,
poor quality and unknown origin products. High lifyainput products should be encouraged and
supported for higher value products. Economic mgrkand prices information need to be

disseminated widely. This will contribute to impeothe attraction of the agricultural sector in Hano

Thirdly, linkage and coordination among departmeatsd organizations should be
strengthened. Value chain from research to produaed consumers should be set up for better
agricultural production. Hanoi needs a good regfarescientists, experts, intellectuals and laborers
working in agriculture. Training and transfer ofesttific techniques to farmers should be performed.
There should be preferred policies to encouragesapgort the training organizations and qualified
high-tech agricultural laborers. Hanoi needs tergjthen and improve the quality of investment
promotion to accelerate the potential and climdténeestment in agriculture. Tripartite dialogue
mechanism should be implemented regularly in otdetetect and solve the problems and obstacles
in the investment climate. This will support intes thus attracting more investment in agriculture
in Hanoi.

To take the advantage of its location, Hanoi shatidngthen incentives and support for
investors in the agricultural sector. Hanoi needeeduce income tax of agriculture units which are
located in unfavorable areas (poor nutrition, sdifficult transportation) producing high qualitgeds
or seedlings. Building warehouses, centers ofcatitral trade and developing market information
systems will create a condition for market develeptn Promoting export markets for agricultural
products, supporting vocational training and reseaapplication and transfer of new technologies
need to be carried out. It is also significanetawourage agricultural insurance and support exttern
risks such as storms, floods, droughts, epidenmidspgice fluctuation.

In addition, there is a need to improve rural isfracture and apply science and technology
achievement on agriculture. Although infrastruetaystem in agricultural and rural areas in Hasoi i
more developed than other provinces in Vietnamgais still inferior. We should increase investment
on roads, irrigation and electricity systems. sltsuitable to attract private sectors to bid anitibu
infrastructure. Strong inspection mechanisms amghtial sanctions to ensure unpolluted water and
well-organized treatment of wastewater need tonp@eémented. The state budget should mobilize
investment for canals, dikes system and regulatging.

CONCLUSION

T.H.Hung et al (2006) showed that the investmepitahcan contribute transformation for
structure of rural and agricultural economy, prdddigersification, improving value of agricultural
products and technology as well as job creationcdwaghging socio-economic status in rural areas.

Investment in agriculture in general, and in Haimoparticular can generate benefits in
terms of both financial and socio-economic aspdeten if Hanoi has gained many achievements in
the development process and attracted many investprejects in recent years, the investment
capital in agriculture in comparison with total G3Pstill very low, and its growth rate is unstable
Our research results show that effectiveness dideeficy of agricultural business units is not low.
Most interviewed investors said that their finahgiaofit is not so high but it is stable and they nbt
need a big amount of capital. The main constrainirfvestment in agriculture in Hanoi are the eight
components generating the investment climate: tgbiind behavior of local government
administration, Hanoi’'s agricultural policies, ldcaublic infrastructure, markets for agricultural
products, science and technology, land, financelabdr force. Of these, land access, ability and
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behavior of local government administration andvprce’s agriculture are main constraints for the
investment climate in agriculture.

In order to develop the agricultural sector, make best use of internal elements and to
take the advantages of location, Hanoi should iwgrpolicies of land and capital; innovate local
administrative procedures; strengthen incentived smpport for investors in agricultural sector;
improve rural infrastructure and apply science ttinology.
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