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Vietnam is developing dramatically, and becoming more strongly involved in global integration.  The rural agricultural sector is one element that is being paid due attention by the Government, in order to develop a comprehensive approach to agriculture, rural development and farmers. The achievements obtained from the agriculture policies have been very encouraging, i.e., they have promoted Vietnam to become the third top exporter of rice [in the world, as compared with the past, when Vietnam had] insufficient food. Other products are also developing well, such as rubber, coffee, and pepper, etc. These achievements have originated from liberating labour forces and farming land for farmers to carry out their own businesses, while best utilizing Vietnam’s comparative advantages and without asking for overseas funding sources as other countries [have done]. This development demonstrates that our agricultural policies are going in the right direction.  

The most challenging remaining policy issues, however, are the forestry policies. The Government of Vietnam (GoV) has issued numerous policies on forestry development, such as the 5 Million Hectare Reforestation Project (5MHRP), the policy on forest product benefit-sharing, and the policy on forest management and utilization. The forest sector still faces more numerous challenges than other sectors, since these issued policies do not take into account of all characteristics of the sector, including the long-term production cycle, remote and rural operations, and inadequate infrastructure together with low educational levels. 

Within the 5-year Socio-economic Development Plan (SEDP 2006 – 2010), the Government considers forest development as the key environmental element among the three key pillars – economic, social, and environmental – for sustainable national development. For implementing this political guideline of the Government, numerous laws have been issued to promote comprehensive economic development, which partially refer to the importance of forestry development.  These policies include: the Law on Enterprises, the Investment Law, the Law on Tendering, the Land Law, and the Forest Protection and Development Law. MPI has also submitted to the Prime Minister a policy on supporting forest sector development, which consists of policies on encouraging all economic sectors to invest in forest sector development. Following are the key components of the current state laws and regulations on promoting the private, or non-state economic, sector to invest in the forest sector. 
1. Promoting the establishment of private (non-state) enterprises 

The 2005 Law on Enterprise governs the establishment, organizational management and operations of enterprises -- including limited companies, joint stock companies, joint-venture companies, and private enterprises of all economic sectors—and thus applies to enterprises working in the forest sector.  This law, and other guiding documents under the law, have been developed to encourage and provide favorable conditions for both domestic and foreign organizations and individuals to establish and manage enterprises in Vietnam under the Vietnamese laws and regulations with transparent, simple procedures and also to be consistent with the requirements for international integration.  

The 2005 Law on Enterprises states that:

- The State recognizes the long-term existence and development of all kinds of enterprises as regulated by the Law; ensures equity among enterprises without any discrimination in terms of ownership and economic entity; and acknowledges the legal revenue generation of all business operations.

- The State admits and reserves rights on asset ownership, investment capital, income and other rights and legal interests of the enterprise and enterprise owner. 

- Assets and legal capital invested by the enterprises shall not be nationalized and confiscated by administrative measures.

For special cases due to purposes of national security, national defense and national interest, [i.e., eminent domain], if the State takes the enterprises’ assets, the enterprises are then compensated or paid according to the market value at that point in time. The payment and compensation must ensure the interests of enterprise without any discrimination. 
Decree No. 88/2006/N§-CP dated 29 August 2006 issued by the Government specifies the procedures and steps for enterprise registration, which include: submission of a dossier for registration, the venue to receive the dossiers, registration levies, and specifies that the license shall be issued within 10 days from the date of receipt of an eligible set of documents. The decree states that from the date of receiving their licenses, enterprises are permitted to carry out their businesses, except for some special cases, i.e, enterprises conducting certain specified business operations.

Provisions on the eligibility of the dossier, procedures, principles, steps and maximum duration required for dealing with the registration and establishment of enterprises are specified clearly.  Such provisions actively support enterprises, particularly those small- and medium-sized enterprises, including private enterprises working in the forest sector, to shorten the duration and costs attached to these steps. 

For improved administrative procedures with respect to registration of business operations, tax code registration, and issuance of a stamp [official seal for the enterprise], MPI, the Ministry of Finance (MoFi) and the Ministry of National Security jointly issued Circular No. 02/2006/TTLT-KH§T-TC-CA.  This circular provides for a “one-stop shop” mechanism applicable to procedures on registration of business operations, tax code and official stamp. Thus, the investor spends less time to get these things done. 
The spirit of the 2005 Law on Tendering also aims at securing equal competition among economic sectors in terms of utilizing state sources while creating favorable conditions for the private (non- state economic) sector for development. 

2. Policy on investment and investment support. 

The forest sector has preferential support, mostly from investment policies, in terms of both preferential fields and investment aspects. Afforestation is specified within the special preferential list (List A) of investment fields of Decree No. 108/2006/N§- CP. Additionally, afforestation and forest product processing are mentioned on the list to receive preferential treatment under investment policies.

2.1. Investment policy

The investment policy in general, and also governing the forest sector in particular, is specified in the Investment Law approved by the National Assembly on 29 November 2005 and effective from 1 July 2006. Its details are as follows:

- the investor is permitted to invest in fields that are allowable by the State laws; to be self-controlled and to have the right to take the initiative in making decisions on investment in accordance with the State laws. 

- The State treats all investors from different economic sectors, both local and foreign investors, on an equal legal basis; it encourages and creates favorable conditions for investment operations. 

- The State admits and reserves rights on asset ownership, investment capital, income and other legal rights and interests of the investor; recognizes the existence and long-term development of the investments.

- The State commits to the international investment conventions to which Vietnam is a signatory (member).

- The State encourages and establishes preferential policies on investment and other fields as well as preferential locations for investment.

The 2004 Forest Protection and Development Law also identifies the investment policy in forestry. The specifications are: 
- The State issues the investment policy on forest protection and development that is in line and consistent with other socio-economic policies with preference to investment in infrastructure, human resources, fixed settlement and cultivation, and stable and improved livelihoods of the rural and mountainous people. 

- The State invests in forest protection and development for special-use, protection and seedling forests; protects and develops rare, precious and endangered species; studies and adapts scientific and technological outputs and provides training for human resources on forest protection and development; develops advanced forest management system, forest inventory and statistics and monitors forest resources development; establishes specialized forces for forest fire prevention and fighting; and invests in facilities, techniques and other tools and equipment to support prevention and fighting of both forest fires and insects. 

- The State has policies:  encouraging protection and enrichment of degraded natural forests, production forests providing big, rare wood and specialty species; supporting infrastructure construction in the areas providing raw material supply; and forestry extension and support to disadvantaged people to develop forests, production, processing and forest product utilisation. 

- The State encourages organizations, households and individuals to receive bare lands and denuded hills for forest development purposes; gives priority for plantation forests supplying material inputs to the economic sectors; expands forest and land contract forms for afforestation purposes; offers preferential tax and tax exemption for those working in forestry activities; and issued policies applicable to credit agencies that provide investment funds for afforestation purposes with preferential interest, appropriate duration for the respective species and ecological characteristics.

- The State issued a policy on developing markets for forest products, encouraging organizations, households and individuals of all economic sectors to invest in processing industries and in trade villages engaged in processing forest products. 

- The State encourages the provision of insurance for plantation forests and some other production activities.

2.2. Investment support:

a) Support for technology transfer:

- The State creates favorable conditions and secures the rights and legal interests of parties involving in technology transfer, including contributing capital through technologies, in order to implement investment projects in Vietnam under the State laws on intellectual property and laws on technology transfer.

- The State encourages the transfer of advanced technologies and technologies on manufacturing new products, improved production capacity, competitiveness, product quality, cost and energy effectiveness to Vietnam. 

b) Support for training:

- The State encourages establishing funds, with contributions from counterpart funds and donations from local and foreign organizations and individuals, for training human resources.

- Training costs paid the enterprise’s budget are accounted to be eligible costs for the basis of calculating the taxable income of the enterprise. 

- The State uses the State budget to train to human resources of enterprises through training programs.

c) Support and encourage investment service development: the State encourages and supports organizations and individuals to provide investment support services in the following cases: 

- Investment and management consultation services;

- Consultation on intellectual property, technology transfer;

- Vocational, technical and management training;

- Provide information on market, scientific and technological information, and socio- economic information that is requested by investors;

- Marketing and trade promotion;

- Establish and participate to civil associations, socio-vocational organizations; and

- Establish centers for designing and experimenting to support to develop small and medium enterprises.

d) Investment in infrastructure for industrial zones, processing zones, high-technology and economic zones:

- Support to invest in socio-technological infrastructure outside of industrial, processing, high-technology and economic zones.

- To localities facing difficult socio-economic conditions and those with particular disadvantages, the State partly supports the capital for the localities, apart from the investor, for infrastructure development within the boundaries of the industrial and processing zones. 

- The State spends investment funds from the State budget and preferential credit to invest in socio-technical infrastructure development within the boundaries of high-technology and economic zones. 

e) Visa:

Foreign investors operating investments, experts and skilled workers working regularly with investment projects in Vietnam and their family members are issued renewable visas. The maximum durable visa is 5 years/time.

2.3. Preferential investment:

Decree No. 108/2006/N§-CP, issued by the Government on 22 September 2006, specifies provisions and guidelines for enforcing the Investment Law provisions.  It specifies that investors operating investment projects, including expansion of existing projects, under the framework of preferential fields and localities, are offered: 

a) Preferential income tax rates, as specified by the State laws on enterprise income tax: 

- for respective fields and localities, investors may receive preferential income tax rates with 3 levels: 10%, 15%, or 20% applicable to periods, respectively, of 9, 12, or 15 years, or for whole project duration. (The regular income tax rate applied to enterprises is 28%). 

- the tax exemption is applicable to enterprises for a maximum of 4 years, with the reduction rate of 50% for a maximum of the following 9 years (applicable to projects under preferential treatment and those operating in high-technology zones).

b) Preferential import taxes are applicable to goods imported in accordance with the import-export laws: import tax exemption is applicable to goods imported to formulate fix assets (machinery equipment, specialized transportation facilities and materials that can not be manufactured locally) and materials under specified circumstances. 

c) Tax exemption and reduction are applicable to land use taxes, land use costs, land rent and water surface taxes, in accordance with the State laws and regulations on land and taxation. 

Basically, forest development investment is offered preferential investment mechanisms as mentioned above, since afforestation and forest management are listed under the Special Preferential Investment Category specified in Annex 1 of the Decree No. 108/2006/N§-CP; and most forest development investment activities are operating in disadvantaged or particularly disadvantaged socio-economic conditions, as specified under the Preferential Investment Location Category mentioned in Annex II of the Decree No. 108/2006/N§-CP. 

2.4. Investment procedures:

Decree No. 108/2006/N§-CP specifies that the investment license issuing authority, agency receiving investment project dossier and investment procedures are decentralized to Provincial Peoples’ Committees (PPCs) and Management Boards of industrial zones, processing zones, high-technology and economic zones, in terms of reviewing for issuance of investment licenses for investors in general, and forestry investment projects in particular. Decree 108/2006/N§-CP specifies investment registration procedures applicable to projects valued under VND 300 billion and projects that are not listed under the conditional investment fields; and procedures on verifying investment license issuance applicable to projects valued VND 300 billion and above, and projects listed under the conditional investment fields.

As forestry development investment operations are not listed under the conditional investment fields, the investment procedures are specified as follows:  

- Investment registration procedures required for domestic investment projects:  

+ For domestic investment projects valued under VND 15 billion and without referring to the conditional investment fields, investors are not required to register their investments.  For cases for which the investors demand verification of preferential investment or an investment license, however, they are required to follow registration procedures to receive the investment license.

+ For domestic investment projects valued from VND 15 billion to under VND 300 billion without referring to the conditional investment fields, the investors are required to follow registration procedures at the agency that receives investment dossiers.

+ The dossier includes the following items:

(a) Legal status of the investor;

(b) Objectives, scale and location of investment project;

(c) Investment capital, progress to carry out the project;

(d) Land use demands and commitment for environment protection; and

(e) recommendation for preferential investment (if any).

+ The registration agency issues a receipt right after receiving the investment registration dossier.

+ For cases for which the investors require an investment license or certification of preferential investment, the registration agency, referring to the submitted registration form, issues the Investment License within 15 days from receipt of the eligible dossier.

- Investment registration procedures required for foreign investment projects: 

+ For foreign funded investment projects valued under VND 300 billion without referring to the conditional investment fields, the investors follow investment procedures at the registration agency. 

+ The dossier includes the following items:

(a) Investment registration form;

(b) Contract for business cooperation that is applicable to the form of investment in terms of a business cooperation contract;

(c) Financial report of the investor (prepared by the investor who is also accountable for that) 

+ in the case that the investment project will establish an economic organization, the investor must submit the following attachments: 

(a) Business registration dossier, which is applicable to the respective enterprise modality as stipulated by the laws on enterprises and other relevant laws;

(b) a joint-venture contract is applicable to the investment modality that proposes to establish a joint-venture economic organization between domestic and foreign investors.

+ Within 15 days from receipt of the registration form and eligible dossier, the agency in charge of issuing the investment license checks the eligibility of the dossier and registration form (if an economic organization is being established by the investment project) and issues the investment license without any claim for additional documents. 

- Investment project appraisal:

+ Domestic and foreign-funded investment projects valued at VND 300 billion and above must be appraised, prior to decisions being made on issuing the investment license. 

+ The review documents include: 

(a) An official letter requesting issuance of the Investment License (fixed format);

(b) Documents verifying the legal status of the investor, a copy of a decision on establishment or business operating license or other similar documents are required for organizational investors; a copy of passport or ID card is required for an individual investor; 

(c) Financial report prepared by the investor (prepared by the investor who is also accountable for that);

(d) Economic and technical explanatory notes include the following key points: objective, scale, investment location, investment capital, project implementation progress, land use demand, technological and environmental solutions; 

(e) Business cooperation contract is required for the investment modality that follows business cooperation contract.

+ For a case of carrying out investment procedures in parallel with registration procedures, the investor is required to submit the following documents: Registration dossier that is required by respective economic organization modality as stipulated by the laws on enterprise and other relevant laws and regulations; joint-venture contract is required for the establishment of the joint-venture economic organization modality between the domestic and foreign investors.

+ Appraisal issues:

(a) To be consistent with: infrastructure and technical planning; land use planning; construction planning; planning for exploring, exploiting and processing minerals and other resources.  

For an investment project that is not mentioned in the fields that have already planned or are being specified in the above planning scheme, the agency in charge of issuing the investment license is responsible for collecting comments from competent agencies on the planning. 

(b) Land use demand; land area, land type and land use progress; 

(c) Project implementation progress: progress on disbursement, construction and targeting project objectives. 

(d) Environmental solution: assess factors impacting on the environment and solutions that are appropriate to the laws and regulations on environment. 

- Investment project appraisal procedures that are applicable to those required for investigation prior to issuing the Investment License: 

+ The investor submits 8 sets of dossier to the provincial Department of Planning and Investment (DPI), of which 1 set is an original, which is required for projects licensed by the PPC; submits 4 sets of which 1 set is an original, which is required for projects licensed by the Management Board of the industrial, processing, high-technology and economic zones.

+ Within 3 days from receipt of the dossier, the registration agency checks the eligibility of the dossier and circulates it to other provincial departments and relevant branches for comments; if necessary, the dossier shall be further submitted to relevant ministries for comments. 

+ Within 15 days from receipt of the dossier for comments, the respective agencies are requested to send written comments and are accountable for the project operations efficiency under their respective authority and functions.

+ Within 20 working days from receipt of eligible dossier, the provincial Department of Planning and Investment prepares the appraisal report for submission to the PPC for decision making. Within 5 working days from receipt of the appraisal report, the PPC issues the investment license. 
For projects licensed by the Management Boards, within 20 working days from receipt of eligible dossier, the Management Boards consolidate comments from agencies to make decision on issuing the investment license.

For cases of investment projects are not licensed, the registration agency provides written feedback (notice) to the investor, in attachment with an explanation. 

To create favorable conditions for enterprises and localities in terms of undertaking procedures and reviewing dossiers legally, and shortening the duration, MPI issued Decision No. 1088/2006/Q§-BKH, dated 19 October 2006, on issuing formats to support undertaking necessary investment steps in Vietnam, including formats for: registration to request issuance of an investment license; registration to request adjusting the investment license; investment license and adjusted investment license, etc. 

3. Land Law

Land policies are specified in the 2003 Land Law and other guiding documents, including: Decree No. 181/2004/N§-CP dated 29 October 2004 issued by the Government on the implementation of the Land Law; Decree No. 182/2004/N§-CP dated 29 October 2004 issued by the Government on dealing with land-related violations; Decree No. 198/2004/N§-CP dated 3 December 2004 issued by the Government on collecting land use fees; Decree No. 197/2004/N§-CP dated 3 December 2004 issued by the Government on compensation and support for resettlement once lands are reclaimed by the State; Decree No. 17/2006/N§-CP dated 17 January 2006 issued by the Government on the revision and  supplement of some provisions of the Decree guiding implementation of the Land Law; and Decree No. 187/2004/N§-CP on transforming from the State company into joint-stock company, etc. and other guiding documents issued by relevant ministries and branches.

The Land Law and Decree No. 181/2004/N§-CP identify the basis for land allocation, land lease and land use conversion, including: 

- Land use requirements as specified in legal documents: 

+ Investment project that is funded through the State budget and approved by competent authority or foreign-funded project licensed by the competent authority;

+ Appraisal minutes of the land use requirement to carry out the investment project undertaken by the economic organization without funding from the State budget or foreign-funded project, the provincial Department of Natural Resources and Environment (DONRE) steers and coordinates with other relevant sectors and branches to review the land use requirements against the dossier in accordance with the State laws on investment;

+ Application letters for land use or land use conversion of households and individuals with verification of the respective people’s committees of commune, ward, town are applicable for cases requesting cultivation land within allowable amount or residential land;

+ Application letters for land allocation submitted by communities and verified by the respective people’s committees of commune, ward and town;

- Full enforcement of the land laws of the land lease and land rent applicants who have already been allocated or leased land by the State to carry out projects investing in production, business and services;

- Detailed land use planning and plans or urban development or rural residential planning, which are approved by the competent authority. For cases without detailed land use planning or plans, it is referred to the land use planning and plans approved by the competent authority. 
The Land Law also specifies that economic organizations, overseas Vietnamese, foreign organizations and individuals requesting to lease land to operate projects investing in forestry production activities shall pay for the land lease cost annually or for the entire duration of the lease.

The procedures on land allocation, land lease and issuance of land use certificate to the recipients, including land for forestry development purposes, are specified in the 2003 Land Law and the Decree No. 181/2004/N§-CP. 

The specifications of basis, competent authority, procedures on land allocation, land lease and other relevant issues of land, particularly the public land use planning and plans, have actively supported that organizations, households and individuals are to be given equal treatment in terms of accessing to the land resources to carry out investment projects in accordance with land use planning and plans.  

The Investment Law also states that the investor has the right to be treated equally in terms of accessing and using credit, land and resources in accordance with the State laws and regulations:

- the PPC publicizes the land use planning and plans, which have already been approved by the competent authority, to enable investors to access to the land resources for operating investments. 

- the investor is permitted to mortgage the land use right and the right on the properties of the land to the credit agencies legally operating in Vietnam for loans to operate the investment projects in accordance with the Land Law and other relevant regulations. 

The forest allocation, forest lease, forest reclamation and conversion of forest use purposes of organizations, households, individuals and communities are specified in the Forest Protection and Development Law and guiding Decree No. 23/2006/N§-CP dated 3 March 2006 issued by the Government on enforcement of the Law. The specifications are as follows: 
- Referring to the forest allocation and forest lease:

+ Forest protection and development planning and plans, which have been approved by the competent authority.

+ Resources of production forest, protection and special-use forest of the localities. 

+ Demands for forest use of organizations, households, individuals and local communities must be stated in the following documents:

(a) For organizations: it is required to have the project approved by the competent authority for the case of a state-funded project; the project document and appraisal minutes prepared by DARD are required for organizations using non-state funds; and foreign- funded project  must be licensed by the competent authority.

(b) For households, individuals and communities: it is required to have the application letter verified by the Communal People’s Committee. For cases in which households and individuals request forest lease, they have to submit the investment proposal and appraisal minutes prepared by the district competent authority.

+ the forest allocation and lease project prepared by the Communal People’s Committee must be jointly developed by the local associations and villages  representatives and approved by the District People’s Committee. 

- Forest allocation to households and individuals:

+ The District People’s Committee allocates protection forest, natural production forest and plantation production forest to households and individuals residing in the area and participating directly in the forestry activities without forest use levies;

+ Forest area allocated to households and individuals must result from the forest allocation project prepared by the Communal People’s Committee and approved by the District People’s Committee;

+ Households and individuals allocated forests must be residing in the commune managing the forests. 

- Forest allocation to local communities:

+ the District People’s Committee allocates production forest, protection forest to local communities without collecting levies; allocation is prioritized to forests that are closely linked with the traditional practices and customs of the local ethnic people; 

+ The forest area allocated to local community must result from the forest allocation project prepared by the Communal People’s Committee and approved by the District People’s Committee;

+ Forest allocated to a local community must be located within the communal boundary and under the communal authority.

- Forest allocation to economic organizations and overseas Vietnamese:

+ The PPC allocates natural production forest, or plantation production forest to economic organizations with or without levies, and allocates plantation production forest to overseas Vietnamese with forest use levies.

+ Concerning forest allocation with forest use levies, the forest use rights and forest ownership must be auctioned for plantation production forest; for cases of production forest for which only one candidate applies for forest allocation, it is not required to conduct an auction.

- the allocation must identify specifically the characteristics of the forest area, to be  stated in the forest allocation decision: forest geographic location and boundary, forest area, forest type, forest status, forest reserves and forest quality at the point of time that the decision on allocation is made by the competent authority.

- Forest lease: the State leases forests to economic organizations, households and individuals with annual levies or payment for the entire duration of the lease, to carry out investment project in accordance with the State laws on investment. The lease of forest use rights and forest ownership of plantation production forests must be auctioned.  For cases where only one candidate is identified to apply for leasing of production forest, it is not required to carry out an auction. 
4. Policy on timber harvest and forest products transportation 

Decision No. 40/2005/Q§-BNN dated 7 July 2005 issued by MARD specifies the regulations on harvesting timber and other forest products. Referring to this decision, organizations, enterprises or individuals that have invested in plantation forests are free to decide upon the harvesting period and harvest volume, and harvested products may be freely transported. For the cases in which the plantation forest was developed through investments financed by State loans or guaranteed by the State, and for natural forest, the harvesting must be licensed by the competent authority. The harvesting license is rather complicated, which is the key reason increasing the production costs of the sector. 

5. Policy supporting production forest development prepared by MPI for submission to the Prime Minister for approval (Official Submission Letter No. 78/TTr-BKH dated 5 January 2007)

Aiming to encourage the development of production forests in order to increase the forest cover, contribute to creation of employment opportunities and improved livelihoods of the local and mountainous people while ensuring material inputs to the processing industries, MPI together with MARD, relevant ministries and localities, develop the request submitted to the Prime Minister, proposing to issue a policy on production forest development for the period 2007 – 2015. Key contents of the proposed policy include: 

5.1 Objective:

- To plant 2 million ha of production forest with an average of 250 thousand ha per year. 

- To contribute to creation of incomes and employment opportunities to stabilize the livelihoods of the mountainous communities. 

- To promote the stable and steady development of forestry markets, including markets for supplying seeds, technical services, forest products processing and consumption. 

5.2 Application subjects: domestic organizations, communities, households and individuals operating legally in Vietnam and involved in production forest plantation, harvesting and processing activities.

5.3 Support items:

a) Support for afforestation activities 

- The planting of production forest by organizations, individuals and households, in particular disadvantaged communes (in accordance with the Decision No. 164/2006/Q§-TTg dated 11 July 2006 issued by the Prime Minister on the approval of the particular disadvantaged communes) and villages of the communes in Region II shall be supported for initial investment in unforested areas for 5 years of afforestation with an average of VND 3 million per ha and the specific support shall be based on the planting site and target groups.

- Support mechanisms:

+ Post-investment support is the main support mechanism of this Policy. Organizations, households and individuals owning forest land located within the project site are permitted to use their own funds to invest in afforestation. Post-investment supported areas shall receive payment during the second year of the whole package.

 + Support for investment: For communities, households and individuals applying this mechanism: once afforestation proposals are submitted by the communities, households and individuals and state planning availability, the district project management board is permitted to provide extension services through contract and supply seedlings (if required).  

 Non-state organizations will be disbursed 70% of the total support in advance right after being assigned the plan, to cover fertilizer and site preparation costs, while the remaining amount shall be disbursed by the end of the second year once the planted forests are checked by the provincial project management board.

- eligible conditions for receiving support: organizations, households and individuals must have been allocated or leased forest land or have contracted such land for long-term duration (50 years) for afforestation purposes under the planning.  

b) Support for investment in afforestation and management of seedling forests and nurseries

Seedling forests and nurseries that are planned by MARD shall be supported to invest in initial infrastructure construction in accordance with the project documents approved by the competent authority. The State support cost norms applied for sivilculture, infrastructure and facilities are as follows:  

- Not exceeding VND 35 million per ha for newly established nurseries;

- Not exceeding VND 25 million per ha for newly established seedling forests; and 

- Not exceeding VND 10 million per ha for restructured seedling forests. 

c) Support for establishing high-quality seedling centers (level 1): support for provinces where high-technology, i.e., tissue culture and cloning, seedling propagation centers do not yet exist. Each center shall receive a state investment of VND 1.5 billion, equaling to 70% of the total investment capital, and the remaining investment shall be contributed by the enterprise itself.

For state-owned enterprises that have been equitized and for which the State share ownership does not exceed 30% of total share values. 

d) Support for investing in tree nurseries (level II) 

Nurseries established by the private (non-state) sector shall receive support of up to a maximum of VND 200 million per one nursery. In cases where the nurseries are reconstructed, the support shall be limited to VND 50 million per one nursery. 

- Planning for the level II nursery: with an average of 1000 ha of production forest per commune or commune cluster, a level II nursery shall be established. The planning is developed primarily on the basis of the existing nurseries.  The new planning exercise is only needed when a new afforestation project is available for supplying materials in critical areas. 

e) Support for investment in access roads:

- Roads built for forest fire prevention and fighting: this road shall be built for the joint purposes of access to the harvesting site, transporting seedlings, materials and internal lines within the project site with cost norms of VND 20 million per km and 15-20 km per ha; building the road system for forest fire prevention and fighting within the site of project of production forest afforestation. These planning activities must be developed with reference to the comments from forest owners (including those contracting for afforestation for 50 years) working in the project site. 
- Access roads into the harvesting site: will be built for projects of concentrated afforestation above 1000 ha, for supplying material inputs to processing factories, for areas where car access roads to transport products during the rainy season are not available, the supported investment shall not exceed VND 300 million per km. The afforestation project investor is the access road building project investor. 
g) Support for transportation costs of processed products in North West 

- The State supports transportation costs within the initial 5 years of building factories in order to encourage enterprises to invest in wood-processing aiming at consuming timber harvested from plantation forests in the North West region (in accordance with the Resolution 37/NQ-TW dated 1 April 2004) and Cao Bang and Bac Kan provinces. The cost norm stipulated in the Decision No. 210/2006/Q§-TTg dated 12 September 2006 issued by the Prime Minister is VND 1,000 thousand/ton/km.  

- Conditions to receive support: 

+ Project for building factory is approved by the PPC chairperson. The State only provides support to factories manufacturing composite panels and medium-density fiberboard (MDF) in order to utilize the materials. The factories are not permitted to move outside the registered location within 20 years. 

+ The factory equipment and facilities are 100% new, which were produced in 2007 and thereafter; the factories have production capacity of at least 10,000 m3/year. 

+ enterprises are managing plantation production forests, which are mature enough for harvesting and account for at least 50% of the factory production capacity (the forest productivity must be 100 m3/ha in order to secure the production inputs).

+ For state enterprises, investment in factory building is only provided to wood processing centers that have been equitized with the State share not exceeding 30%. 

6. Shortcomings and challenges remaining for the forestry development policies 

Forestry development investment-related policies have contributed actively to the development of the sector during the last years, particularly to the increased forest cover and forested areas. Wood and other forest product processing industries have been developed well to respond gradually to the domestic demands, to contribute more to the export turnover while creating opportunities for development of afforestation, to supply materials. The forestry production activities have been changing dramatically, from state- owned forests under central planning to social forestry with involvement of various economic sectors and operating under the market economy.   

The enforcement of the current forest development policies over the past few years, however, has revealed limitations and shortcomings in the following aspects: 

- The forest management policy is not appropriate, insofar as the State directly manages 72% of total area while local people and other economic sectors only manage 28%.

- the accessibility of land resources for forestry development by economic entities,  particularly the private sector, is facing with difficulties since most of the forest land area (more than 4 million ha) is being legally managed by the State Forest Enterprises (SFEs), whose financial and production capacities are limited. The forest and land allocation to local people and other economic entities has been progressing slowly, without any specific guidelines and procedures.

- the operation of loan and credit polices for investment in afforestation is still limited. In the last few years, the State has issued numbers of policies offering preferential loans for afforestation. The shortcoming is due to the limited amount of loan funding available annually. In fact, only state-owned enterprises are able to access such funding sources. Moreover, as Vietnam is entering the market economy, the regulatory role shall be restricted. As a consequence, this financial flow shall be invested in other economic sectors that provide larger economic revenues, such as hydropower, ship building and some other priorities. 

7. Forestry development in the near future

On 5 February 2007, the Prime Minister signed Decision No. 18/2007/Q§-TTg to approve the Vietnam Forest Development Strategy(2006–2020). Its vision to 2020 is to: establish, manage, protect, develop and sustainably use 16.24 million ha of forest land; increase the forested area up to 42–43% by 2010 and 47% by 2020; ensure wide participation of stakeholders in forest development activities to contribute to: socio-economic development, improved environmental protection, bio-diversity conservation and supply of environmental services, poverty reduction and improvement of the livelihoods of the local and mountainous people, and national defense.

In addition to the above mentioned policies, the following solutions are recommended:

- Facilitate land and forest allocation to organizations, households and individuals, including the development of standard procedures on land and forest allocation to provide guidelines to the local authorities. 

- Pilot equitisation of SFEs under the spirit of the political guidelines of the Resolution No. 28/NQ/TW, dated 16 March 2003 issued by the Political Bureau (Politboro) on continuous renovation and development of rural areas and State Forest Enterprises.
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