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in the Period up to 2010 and 2020
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Currently, Viet Nam Government is developing a Strategy for socio-economic development in the new
period up to 2010. This strategy for socio-¢conomic development in the new period addresses to all socio-
economic fields of the country, of which industry has a particularly important position. This paper is designed
to exchange some aspects related to development of Viet Nam industry, problems on actual situation of
development, trend and policy environment for industry development... Beside said issues, we try to put forth
some suggestions and recommendations on the viewpoint of steering, selecting strategy for industry

development in the future.
1. Viet Nam industry - actual status and problems

(I) Outline of actual development status - Trends of development
1) General situation of development
(a) Industrial growth

For recent years, Viet Nam industry has obtained significant achievements, contributing to promote
economic growth due to bringing into play comparable advantage in resources exploitation and
workforce utilization.

Proportion of industry in GDP from 21.86% in 1995 has increased up to 26.71% in 1998 and
29.05% in 1999 (if including construction, this proportion is 28.76%, 32.49% and 34.49%
respectively); while proportion of agriculturc has declined respectively from 27.18% in 1995 down
to 25.78% in 1998 and 25.43% in 1999.

Growth rate in recent years has attained 12.7% per annum on average. Industry which is an area
directly impacted by economic crisis in the region. still maintain growth rate at 10.5% in 1999, a bit
lower as compared to previous years (14.2% in 1996, 13.8% in 1997 and 12.5% in 1998). It is
expected that a higher growth-rate can be attained in the year 2000

Industry has contributed an important part in export value, accounting for nearly 60% in gross
import turn-over of our country. Export products with high value of turnover are: crude oil, textile

and garmeni, processed farm-products. Recently, export turn-over from electronic components has
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reached more than USD 500 million.
(b} Involvement of foreign direct investment (FDI) and industrial development | industrial parks
development

FDI currently represents nearly 32% of total invested capital for development of the whole society.
Of which investment to industry accounts for 61% (including oil and gas), service industries nearly
17%... EDI activities have created a lot of new production capacities, new industries and trades,
new products and technologies such as: oil and gas exploitation, steel and cement production,
assembly and manufacture of automobiles, motorbikes, electronic goods...

In 1995, the sector with FDI capital has created 25% of product value of the whole industry
sector, this value has increased by 32% in 1998 and 34.7% in 1999. With a growth rate of 22 3%
per annum for the 1995-1999 period, contribution from FDI sector in product value of the whole
industry will be raised in upcoming years. This sector currently accounts for 100% in terms of
crude-oil exploitation, 70% of production and repair of motorized vehicles; 49% of household
electronic appliances; more than 50% of steel; 14% of chemical products of the whole country...

FDI increasingly contributes to export operations for industrial products (crude oil, electronic
components/ products, textile and garment products...), contributing thus to improvement of trade
balance and payment balance of Viet Nam. In addition, it contributes creating more job, training

labor staff and raising income for laborers.

fc) Development of industrial parks

Up to November 1999, there have been 67 industrial parks (IP), export-processing parks (EPP)
and high-tech parks (HTP) established in 26 provinces and cities (immed.iately under central
Government) with a total area of 10,492% hectares (ha) in initiaf stage, with infrastructure investment
up to USD 400 million and VND 840 billion, not including Dung Quat IP with 14,000 ha area (see
details in attached tables).

Along with FDI involvement, operations of [P in recent years have contributed to promote industrial
development, increase GDP, shaping industrial centers associated with urban development, creating
a pace of restructuring towards increasing proportion of processing industry for export and
distribution on domestic market. At the same time, IP also contribute to creating more jobs, training
managerial staff and high-skitled workers, implementing industrialization, natrowing the gap between
vatious parts of the country.

Technologies of businesses in 1P are of rather high level, among them there are a number of
enterprises who have high technologies (Fujitsu, Roze Robotech, Mabuchi Motor,...) plus a good
management, these enterprises have good competitiveness in global market. So, export produétion

capacity of enterprises in IP represents more than 50% as compared to the whole FDI sector and

will be increased in oncoming years.



2)  Situation and trend of development of groups of the industry sector

(a} Exploitation industry:

In recent years, exploitation industry has developed strongly, of which mainly the oil and gas
exploitation industry plays an important role, contributes to the start-up of national industrialization
process. Until now, exploitation industry has occupied about 14.4% of gross output of the industry
sector, particularly oif and gas industry represents over 12%. Crude-oil production reached more
than 15 million tons in 1999, export obtained about USD 1.9 biltion, contributing about 16.5% to
export turnover of the whole country. In upcoming years, this natural resource is increasing,
particularly gas, enabling the development of associated processing industries to create a source of
raw materials for domestic production and exportation. Particularly, program of complete
development ranging from gas exploitation, transport to processing is opening a development
prospect for many industries, particularly power-supply and a number of chemicals and fertilizers
industries. At the same time, it promises a development of many areas, particularly in Mekong delta

such as Ca Mau, Soc Trang...

Table 1 Some products of exploitation industry

Products Unit 1990 1995 1999
Crude oil million tons 2.70 7.60 15.00
Natural gas billion m’ - 0.25 1.10!
Coal million tons . 4.60 8.30 0.00

Source: National Bureau of Statistics and Ministry of Planning and Investment

{b) Processing and manufacturing industries
Proportion of processing and manufacturing industries has occupied nearly 80% of industrial
output value; their technologies have been gradually renovated in some industries to raise
competitiveness oriented towards export.

»  Processing industries that use raw materials form agriculture, forestry and fisheries accounts
for a highest proportion in processing and manufacturing industries, about 33 - 34% of gross
industrial product value. Many export products of high export value and competitiveness in
the regional and global markets have been created such as fishery product, rice, coffee, cashew-
nut, tea... However, this industry deals only with preliminary/ rough processing, mainly export
raw materials. Raw materials of farm-product going through processing represent only 30%,
the remainder is brought to market under the form of fresh products. This industry has not yet

developed strongly to contribute to re-division of labor in agriculture oriented towards

' i* Non-official data
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industrialization. In recent years, labor structure between industry and agriculture has almost
no change. A number of products which our country has comparable advantage such as export
fruit and vegetable have not yet been developed to the utmost of potential.

Labor-intensive industries involving a lot of laborers such as textile, garment, leather-shoes
accounting for nearly 13.3% (1999) of industrial product value, have contributed a large value
of export turnover. Two industries of textile and garment have reached export turnover of
about USD 1.7 billion in 1998. If including the leather shoes industry, export turnover reached
nearly USD 3 billion, ranking the sccond in exports, after export farm-products. In recent
years, this export processing industry has been developed, creating more jobs for the society
and distributed in many parts both in urban area and some rural areas. These are industries
which Viet Nam is having comparable advantages in terms of human resources with low wages
and markets such as EU, the United States and Japan. Garment industry of Viet Nam currently
has exported its processed products to more than 40 countries and has involved many FDI
projects (over 100 projects). However, at the present, its exports are mainly under the form of
contractual processing with low added value. Internal association links are still weak, most
fabric to be pro'cessed are brought from overseas, domestic fabric supplied to exports is of
small proportion, less than 10%. The main reason is poor technology that results in quality not
up to standards. On the other hand, another reason is bad marketing qualification which requires
to recourse to its overseas partners (who award contracts for processing work). Investment
eﬁvironmcnt as well as business environment is still in incompetency, not enabling to create
motive force for development of small and medium businesses and thé private sector.

Mechanical industry and electronic and IT industry are high-tech industries, involving many
employees, particularly high-skilled workers. In recent years, assembly industry has been
developed such as assembly of cars, motorbikes and electronic appliances. This is an industry
involving a lot of manpower at higher technical skills. However, it is only in the first stage, not
yet creating facilities to manufacture components and accessories inside the country, associated
with assembly industry, creating a network of small and medium businesses linked with large
assembling firms, as a result, its effectiveness is not high, not establishing yet a labor division
with a view to sustainable development and raising competitiveness in regional and intemational
market.

High-tech industries tends toward an industrial restructure conversion from labor-intensive
industries with low technology to labor-intensive industries with high technology. These include
electronic and IT industries, mechanical engineering industry developed towards the orientation
of domestication of components and accessories for assembling industry, including engineé of

various sorts... Blectronic and IT industry, commenced with assembly, has involved investioent



to a number of production facilities for components and equipment such as circuit, cathode-
ray tube, digital PABX... Software industry also starts to develop, firstly software applications.
IT program has been developed in the whole country, firstly in management and accounting
systems. Currently, high-tech parks have been commenced with building in the two Northern
and Southern regions., s0 as to associate R & D with production practice and training high-
skilled human resources.

Smal! and medium industrial businesses play an important role in processing and
manufacturing industries both in long term and in the next future. If small and medium
enterprises, as defined according to terhporary criteria promulgated by the Prime-Minister, are
those who have a capital under VND 5 billion or the number of employees under 200, then
nearly 90% of businesses in the processing and manufacturing industry are classified as small
and medium businesses. Small and medium enterprises represent a largest proportion in food
processing industry, textile and garment industry, leather shoes industry, following are
mechanical engineering, electronic engineering, mainly including assembling and
manufacturing facilities for components and accessories. In recent years, small and medium
businesses (SMB) in the processing and manufacturing industry have been developed,

particularly in private sector, under the form of company with limited liabilities. SMB sector

" has generated about 31% of industrial product value while their technological and managerial

qualification is low and their competitiveness is weak. Association links between SMB and
large enterprises have not yet established. Business and investment environment for SMB,
particularly in private sector still have a lot of gaps particularly administrative procedures, not

creating an incentive environment for SMB to have a long-term business strategy.

Table 2 Some products of processing and manufacturing industry

Product Unit 1990 1995 1999°
Rolled steel Thousand tons 101 470 1223
Diesel engine Unit 4470 4217 15553
Cement Million tons 2.50 5.83 10.38
Chemical fertilizer Thousand tons 354 93§ 1119
Fabric Miilion meters 318 263 317
Kaitted wear million products 29.0 280 29.6
Garment million products 125 127 305
Paper thousand tons 9 204 338

Sources: National Bureau of Statistics and Ministry of Planning and Investment

?  Non-official data
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3)

{c)

Power and water supply and production industries

This group of industries is regarded as infrastructure for industrial development, therefore they

have been given proper concern for investment and development. Growth rate in recent years has

reached nearly 13.7% per annum on average. Regarding electricity, a source combination of

hydropower and thermal power, particularly thermal power using fuel gas, so far has reached an

output of 23.8 billion KWh (in 1999) and is expected to reach 25-27 billion KWh by the year 2000.

Electricity network has been developed and invested to provide power-supply for important economic

areas including rural areas and event remote areas. Water resources have received investment to

increase water-supply for urban areas and industrial parks.

General conclusions:

Industrial development in the past years has obtained a lot of achievements, contributing significantly

to economic growth, however generally it remains in a low starting level, with weak competitiveness

and many challenges in integration into regional and global market in a liberalized environment.

Some points of assessment are as specified:

Competitiveness of industrial products as compared with other countries in the regional and
global market in terms of quality, cost-price, term of delivery and post-sales service. The most
typical index on competitiveness is low labor productivity, high investment cost, large material
consumption input, and weak management qualification that have reduced comparable advantages
and competitiveness. Most industries require the Government's protection; In addition to cusfoms
measures, it requires to maintain a lot of non-customs measures such as limiting quantity, issuing
quotas... '

.Most technologies in industries are old-fashioned, which constitute a reason for limited
competitiveness. Rate of renovating technologies reached only 7-8% per annum. Possibility of
technological transfer through foreign investment is not large. Endogenous capacity for technology
is not up to requirements; R & D have not been associated with production and is not able to
meét requirements of production, on the contrary, production facilities have not ordered goods
for R & D institutions. High-tech industries develop slowly, unable to create effects :to raise labor
productivity ahd product quality of industries and other trades of national economy including
social labor productivity. Human resources meeting reciuirements for high-tech industries
development are in shortage and limited in qualification, to take the initiative to receive
technological transfer from overseas.

Low industrialization level is reflected through rate of consumptioh for a number of products

- such as power, iron and steel, cement... which is far much lower compared to other countries in

the region and industrial nations. The box below shows a comparison on power consumption per

capita in Viet Nam as compared to a number of elected countries.



Food processing industry plays an important role in processing raw materials from agriculture,
creating new labor division in agriculture and countryside. According to evatuation, at the present,
raw materials from agriculture only accounts for nearly 30% to be brought into industrial
processing. Basically, it is rough processing, preliminary processing or preservation, and it is
essentially an export of raw material products such as chilled sea-products, coffee, rubber. Intensive
processing percentage is low. Turnover of industrial exports represents a major part of exported
raw materials such as crude oil, mineral, raw materials from agriculture and fisheries. This situation
limits contribution of added values, creating more jobs, and cannot raise commercial values of
raw materials and farm products.

Percentage of creating added values through industrial processing is still low, typically as
some processed exports only gives back manpower cost at a low level, and raw materials are
mainly to be imported. According to detailed data, it is the textile and garment industry which
reaches a big turnover of more than USD 1.5 billion in 1997, but quantity of imported raw
materials and other input materials amounts up to 80% of export value.

Mechanism, organization and environment for development still have many gaps. The sector
of state-owned enterprises holds currently big production facilities and key industries, but
production efficiency is not high and competitiveness is weak. Environment for developing private
industrial sector despite many improvements have not yet truly created motive force for

development and this sector itself is still small and lack of competitiveness.

. Average power consumption per capita in Viet Nam
as compared to other countries is as follows:
» Viet Nam 225 KWh per capita
» Laos 63 KWh per capita
+ Philippines 475 KWh per capita
» Indonesia 355 KWh per capita
+ Malaysia 2,254 KWh per capita
+ Thailand 1,164 KWh per capita
« Singapore 7,819 KWh per capita

(2) Government's solutions implemented for industrial development

Adjustment of institutions, Macro-economic policy

In recent peﬁod, during implementation of the strategy for Socio-Econemic Development for 10

years 1991-2000, the Government has implemented a wide range of measures of adjustment of economic

institutions and macro-economic policies. These reforms have create significant motive force for
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development of the whole economy as well as for industrial development.

Institutions and policies of economy are adjusted in the key directions as follows:

(a) Confirming and creating institutions of market economy with the State management and
socialism-orientation. This is a decision that creates a great change in all socio-economic
activities.

(b) Implementing consistently the policy of multi-component economy development. This policy
solution has expanded conditions to mobilize resources for development and making the most
of endogenous strength, enabling enterprises, particularly industrial enterprises, to have
oppartunities for development.

(¢} Creating a complete set of elements of market economy for economic activities.

2)  Adjusting economy structure and investment structure

The Government has undertaken to study on adjustment of economy structure in the orientation of
promoting strong development of the area of industry and service from the overall aspect of the
national economy.

Particuiarly for industry, policies are orientated to the development of industries with development
potential to create high added value, creating more jobs, expanding export market for industrial goods
to create a spring-board for industrial development. We may say that, economy structure as well as
industry structure are adjusted in the orientation toward export, multi-lateral diversification in economic
activities in general and industrial activities in particular.

Solutions for adjustment of economic structure has been implemented by the Government via
adjustment of investment structure, re-allocation of resources directly from the State-budget and
indirectly through policy tools so as to mobilize and allocate social investments.

Adjustment of economy and investment structure has created a rapid development of industry in
recent period. However, this work has been done not much and many issues require to be deliberated

both in methodology and solutions as well as tools that the Government may use to manage economy

in general and develop industry in particular.

Tabie 3 Adjustment of investment structure for capital construction (in percentage)

1990 1995 2000

Total social investment

+ Investment to economic infrastructure
+ Investment to social infrastructure

+ Investment to economic infrastructure
- Post and transport........

+ Agriculture

» Industry

Source: National Bureau of Statistics and Ministry of Planning and Investment
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3)  Strengthening lepal basis and ensuring law cffects

+ Developing and formulations basically law framework, promulgating laws and ordinances of
various sorts, particularly as: Law on Promotion of Domestic Investment, Law on Foreign
Investment, Businesses Law...

«  Conducting admistrative reform in the orientation toward improving administrative procedures,
qualification of staff in apparatus of state-management to secure implementing well socio-
economic developtent policies in general and industrial development in particular.

4}  Renovation of state-owned enterprises

One of important issues that the Government has implemented to raise competitiveness of Viet
Nam industry is restructuring and renovation of state-owned enterprises. This sector holds now most
assets and technical human resources of the national industry and plays a steering role in economic
components.

Renovation of state-owned enterprises in general and industrial enterprises in particular is designed
to increase autonomy of enterprises, raise competitiveness focussing on the followings:

+  Renovation of business control mechanism, creating autonomous rights for enterprises, ensuring

rights of juridical person operating and existing under the Law.

.+ Reorganization and streamlining of state-owned enterprises, promoting privatization/

equitization, strengthening financial auditing of state-owned enterprises.

+  Developing a number of corporations into strong groups in a number of industries.

- Implementing measures of diversification, conversion of ownership to raise efficiency, reducing

quantity and proportion of non-efficient state-owned enterprises.

+  Bringing rapidly stock-exchange market into operations to mobilize domestic funds.

Steering idea for conducting the reorganization of state-owned enterprises (SOE) is to lay hold
important and efficient SOE, giving priority to solution of privatization/ equitization, promoting the
application of solution for ownership conversion such as selling, package contract or leasing small
SOE.

" During renovation of SOE, 18 corporations have been set up. The establishment of corporations
has not yet achieved the target to form strong economic groups but it seems to be "an operation of
addition of small businesscs”. Effect of these groups is not significant because no financial capacity is
available as well as other capacities are still limited. Some opinions are that corporations cause more

difficulties for member-companies in business operations, and reducing their business autonomy.
(3) Issues on environment of industrial development policies

During a long-time period, since the sixties, Viet Nam Government has established a general policy of

industry in the orientation towards "giving priority to develop heavy industry in a rational manner on a
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basis of agriculture and light industry development...", to form an industry with complete structure,
enough strong to provide physical and technical infrastructure to national economy through investment
development directly from the State-budget.

After renovation, our economy is shifted into socialism-oriented market mechanism. Industry policy
has seen many changes. Industry policy has been oriented to promote the development of industries
creating much added values, export-oriented, increasing accumulation, resolving urgent problems of the
society etc... With regard {0 development management, industry policy for DOI MOI (renovation) period
has been oriented to strengthening the autonomy of enterprises, limiting subsidies (for SOE) and creating
favorable conditions for private businesses development.

However, for many years, industrial development policy generally tends to invest to some key industries
and concentrated much on public sector (sectdr of SOE), but the sector of small of medium businesses
(mainly private sector) has not yet a good environment for development.

Practically, it is shown that, in principle, target oriented to a nation with enough strong industry is a
proper objective but it is a long-term objective and generally it requires to be in line with economic
potential of the country. Started from such an objective and orientation of industrial policy, for many
decades, even in the renovation period, the industrial development ﬁas not been actually realized.

So far, policy environment for industrial development remains with many problems unsolved. Some
big problems about policy environment for industrial development exist as follows:

* A sct of policies for long-term development of industry posed in general development
circumstances of the whole economy in new conditions has not been developed in a cdmplete and
perfect manner.

»  Protection of domestic industrial production remains with many disputable issues.

+  Role of the State in economic development in general and industrial development in particular
has not been clarified about: (i) Role and scope of the public economic sector as well as scope of
intervention by the State in economic activities in general and industry in particular (ii) Which tools
of indirect policy the State must develop and use for management of the economy and the industry...

+  System of policies for development of related industries and fields has not been developed in a
complete and orchestrated manner on a selective basis, for instance: (i) dcvelopmcﬁt of human
resources (ii) development of technological capacity: ensuring the association of scientific and
technological development with industrial development, industrial properties and market mechanism
for development of technological capacity and applying technologies into industry.... (iii) a number

of markets of various kinds have not been created...

(4) Industry - commerce relationship in industrial development at the present time

Indeed, trade policies have a great impact on industrial development. Trade policy is designed to



create a status of market facilitating the industrial development and ensuring effectiveness of the
distribution of production factors such as labor, capital, land... Commercial environment for Viet Nam's
industry development has many significant changes that has created both new opportunities and challenges
for development of Viet Nam industry.
Viet Nam has implemented a policy of open-door economy and integration with the outside world
through joining ASEAN, APEC and is asking for joining WTO. Commitments to a process of customs
barrier lifting on the way to participate in AFTA up to the year 2006 are being implemeated. Non-
customs barriers limiting import-export have been gradually removed in recent years.
Trade policies oriented to integration into regional and global economy have created new opportunities
and challenges. Opportunities are being opened for increasing investment, expanding market for product
distribution as well as participating in productioﬁ cooperation in the region and in the world for industrial
development.
In the past years, along with protection of domestic production, export-oriented trade policy has been
also implemented. Many incentives for exports have been implemented such as tax reduction,
simplification and improvement of procedures, enabling enterprises to export directly, establishing export-
assisting fund... policy of multi-lateralization and diversification, expanding export market are being
impiemented. The Vietnamese-American Trade Agreement recently signed also opens prospects for
industrial exports.
Industry has an increasingly important position in export. However, export efficicncy should be
considered and given incentive policies.
Due to weak points of the industry, domestic industrial products have not yet a competitiveness enough
in the global market, currently there are many disputable problems around trade liberalization. There are
opinions that it do require to maintain the policy to protect a number of industries and industrial products
in a certain term witho.ut breaking international conventions. Integration into regional and global economy

| compels enterprises to strive for raising themselves without prolonging the protection excessively.
Government's measures for protection in the nearest future should be regarded as temporary solutions
particularly for creating important and leading industries in the process of national industrialization and
modernization.

Another opinion is that it requires to promote rapidly and immediately the process of liberalization,
because only this that compels enterprises to orient towards business in goods and services with
competitiveness. Protected businesses will not be able to become cnlerpriseS with competitiveness in
world's markets.

Experiences show that there is no absolute trade liberalization. During trade globalization and
liberalization, many nations do kave necessary protection measures (indeed they must comply with

international practice and rules) for a number of production fields and industries. The problem posed
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here is: What are to be protected? How? and When? while ensuring the implementation of commitments

to integration and liberalization as well as the development of industry in particular and the economy as

a whole.

(5) Potential for industrial development - advantages and opportunities to make the most of advantages
in development.

During renovation years, Viet Nam industry has obtained considerable achievements, creating basis
for further development. However, prerequisite factors for industrial development are still abundant,
which are required to be grasped to make the most of our endogenous strength combined with external
factors for a long-run vision of development of industry.

First and foremost, Viet Nam has a lot of mineral resources such as cil, gas, coal, iron ores and many
precious metals. Our country's resources are diversified but, for the most part, of not big size, and it is
impossible to develop our industry relying chiefly on exploitation and export of natural resources.

Trend froni recent decades shows that economy of raw materials is increasingly separated from economy
of industry due to impacts from scientific and technological advances creating new materials. Many
nations in the world with their major income from export of natural resources and interim products
cannot change their poor and backward fate.

In spite of that, it should be confirmed that natural resources for industrial development constitute an
advantage and valuable natural assets, the problem posed is: how to exploit them efficiently and when?
for what purpose? These are questions requiring to have solutions. As compared to other countries, it is
possible to create initial accumulative capital for industrial development and it is a necessary condition
to develop key industries and other involved manufacturing industries.

Viet Nam has 3000 km of sea-coast, regarded as an important factor, a valuable natural rescurce for
industrial development, particularly for export industries and heavy industries as well as for sea-resource
exploitation industries. With a system of sea-ports, particularly deep-water ports that have been planned
and under construction and development, it is an important factor to promote industrial development,
creating opportunities for involving foreign investment and as a entrance gate for exchange with other
countries in the region and in the world.

An important and determining premise for industrial development is human resource. Viet Nam has a
young labor force, among them a major part has graduated from high-school even in rural areas. This
force has a rapid perceiving capacity and creativeness. Up to the year 2000, there have been about 7.2
million workers with technical skills, accounting for 19.5% laborers being employed.

Hundreds of universities, colleges and vocational training centers have been founded across the country.
This is a basis to provide trained human resource to various industries and trades, creéting conditions for

absorbing new technological and scientific advances to adapt them and create technologies of Viet Nam.



In a long run, in the trend of the scientific and technological revolution which is taking place, human
resource with high quality is always a determinant factor, that creates an advantage to convert industrial
structure into industries with high-tech concentration, to ensure raising competitiveness during integration
process. This is also a condition to catch up other preceding countries. Beside outstanding aspects in
potential of Viet Nam human resource, a high unity on culture, particularly language, enable popularizing
education to be made easily and knowledge transfer in a rapid manner, it is possible to say that, Viet Nam
human resource is both a factor of "static competition” in advantage of developing manpower industries
at the moment as well as a factor of "dynamic competition” in considering and selecting spear-headed
industries with high technology in further step. However, currently, Viet Nam human resource has many
limitations in terms of qualification, workmanship, they have no industrial habits, their managerial staff
is lack of knowledge and experiecnces on market, business particularly lack of excellent businessmen
staff. It requires to identify weak points so as to have solutions to develop human resource for the
strategy of industrial development. Training must be associated with industrial development requirements.

The above mentioned resources, in circumstances of the world's economy whose rapid changes are
taking place towards the trend of globalization and integration, will be good premises to grasp opportunities
for industrial development, market expansion and raising effectiveness of industrial development.

However, these advantages could become competitive advantages only with a good policy.

2. Viewpoint on developing Viet Nam industry in socio-economic development
strategy in upcoming years.

(1) Concept on industriglization, modernization and tasks posed for industrial development.

Industrialization is a process of changing socio-économic structure with a view to developing strongly
industry along with technological renovation, creating an outstanding development of industry as a
springboard for rapid, highly efficient and sustainable development of the economy and society as a
whole. Industrialization is a development stage of necessity for nations striving for becoming an industrial
nation from a basicaliy agricultural economy.

In international circumstances with many rapid changes in terms of economy as well as science and
technology, a lot of challenges are facing with Viet Nam: Whether to reduce gap, or to be left behind
farther and farther as compared to developed countries even nations in the region. Therefore,
industrialization and modernization constitute an urgent demand so as to bring Viet Nam up to a stage of
new development. Our striving target is to become an industrial nation after 20-25 years to come.

For reducing gap between us and developed countries, industrialization must be associated with
modernization. Industry must access to state-of-the-art technologies. So, and so only, can it raise industrial

competitiveness and realize integration in an efficient manner into regional and international markets.
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However, a practical problem posed for the cause of industrialization and modernization of Viet Nam is

the pace and options during industrialization,

(2) Problems posed for Viet Nam industry development in the strategy of socio-economic development
in the new stage.
Industrialization, modernization have determined position of industrial development in the strategy of
socio-economic development of our country.
In the new stage, development of the industry must meet requirements as follows:
«  Industry as a protection industry generating large added value should provide a major
contribution in economic growth in general.
= Asan industry manufacturing capital goods and equipment for other sectors, the industry shall
create motive force to urge on development of other sectors.
»  Creating conditions to raise value of Vietnamese goods in the market (both inside and outside
the country).
+  Rapid and sustainable development and it is an important factor in expanding trade relationships.

»  Creating conditions to settle social problems

(3) Different viewpoint on Viet Nam industry development
Cun‘ehtly there are different viewpoints on Viet Nam industry development which can be summarized
into some kinds as follows:
fa) An industry enough strong with u complete industrial structure must be paid attention and earlier
developed, in the nearest future, to be developed in the orientation to substitute imports, meeting
enough domestic demands, raising self-reliance/ independence of the country in circumstance of
globalization and integration into world's economy.

This viewpoint poses problem to develop industry oriented to using most domestic natural resources,
with huge investment focusing on industries producing key materials at the same time meeting
requirements for industrial consumer goods needed for local market. Practice shows that this viewpoint
for industrial development is too ambitious while local resources are limited and external resources
are difficult to be involved by such an inattractive policy of industry. Globalization and integration for
Viet Nam to be abie to participate much more in the process of international labor division and
cooperation. Industrial development requires appropriate options to secure the use and making the
most of local resources, briﬁging about huge effects to national development.

(b} Development strongly oriented to export, exploiting comparative advantages of the nation to create
a lot of added values, increase accumulation as a basis for investment and development of economy

in general, gradually coming up to develop a complete industry in further stages.
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Export-oriented development policy will create obviously rapid development of industry as well as
efficiency thereof and all the economy in conditions of local market that is stil] small (in buying
capacity). Currently, there have been many examples to prove this.

However, a development policy for an industry strongly oriented to export often tends to put industrial
development into manufacturing industries that use a few natural resources, with big size, requiring
huge investment and technologies complicate both in scale and qualification.

Recently, there have been some viewpoints that in circumstances of international integration, an
export-oriented industry strategy wins no longer important positions. This issue has caused many
disputes. In practice, it is show that, such a strategy does maintain its value.

Developing export-oriented industry has been creating favorable conditions to promote Viet Nam
econdmy integrated into world's market, to make the most of opportunities bringing this process and
comparative advantages of Viet Nam.

(c) To access and catch up world's economy and industry, there are opinions thai, it requires to develop
high-tech and modern industries as soon as possible. However, there are another opinion that in the
nearest future, it requir'es to develop labor-intensive industries in order to resolve big social problems
such as employment and income for the community.

In conditions that Viet Nam's economic potential is still weak, with its restricted social investment,
the development of high-tech industries requiring huge investment is a difficult problem, particularly
if using old approaches "the State invests directly into develepment of these industries", this problem
becomes more difficult dué to scare resources.

However, development of high-tech industries is very necessary, if we don't want to be left behind.

The answer belongs to macro-policies to create conditions for involving social investment in
developing these industries.

In practice, it is shown that the State is very difficult to invest into development of all industries and
fields of industrial activities. Hence, a development strategy for industry intensively oriented to export,
substituting selectively imports, making the most of comparative advantages of the country in industrial
development, taking opportunity to develop high-tech industries combined with labor-intensive
industries to resolve social problems will be orientations for macro-policy solutions, creating
environment for investors and all people to participate in industrial developinent. Success or
development of industry oriented to shaping an enough strong industry with competitiveness in world's
markets is quite subject to these mdcr0~policies.

With a view to coping with requirements for industrial development in the new stage, viewpoints
on development (as of referential nature) of the industry sector are as follows:

+  Developing industry with a high speed, in an sustainable and efficient manner. Relying on

making the most of comparative advantage, raising competitiveness per each product, making
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best use of internal strength and international cooperation, as a motive force to promote
industrialization and modernization.

«  Actively participaring in infegration into regional and global markets. Combining the
development of export-oriented industrics and substituting imports in an efficient manner
participate in industrial development under market mechanism and with the State management
and regulation. Giving strong incentives to develop smail and medium businesses, creating the
task assignment and cooperation in industrial production.

»  Impact strongly on agriculture and countryside industrialization and modernization with
appropriate site and technologies.

= Choosing top-priority industries in line with comparative advantages. Creating a dynamic and
efficient structure of industry and ensuring sustainable development. Immediately going straight
to modern technologies, reducing the gap between our country and other countries in the region.

= Developing industry associated with urban planning and envirenmental protection. Preventing
an excessive concentration of industry on big cities, creating a network of smali and medium

urban areas, harmoniously across the country.

3. Objective of Viet Nam industry development

(1) Objective of growth:
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Forecast of many experts and research institutions indicate that growth-rate in increase value of industry
(including construction) averaging in 10 up coming years may reach 10-10.5% per annum.

By 2010, industry and construction with represeat 40-41% in GDP and involve about 23-24%
employees. Export turnover of industrial products accounts for 70-75% of total export turnover of the
whole country.

These growth objectives, in our opinion, is feasible, even with a faster pace. However, the true answer
for the slow or fast growth-rate, once again, is subject to solutions in terms of economic mechanism and
economic policy in general and industrial policy in particular, oriented to forming a reasonable industry
structure.

Some other forecast put forth target of output of some commercial product industries as specified:
Producing 69-71 KWh cieclri'city: 34-35 million tons of crude oil; 12 miltion tons of petrol; 17-19
million tons of coal; 2.4 - 2.5 mitlion tons of phosphate fertilizer; 2-2.2 miilion tons of cement; 0.9 - 1
billion meters of fabric; meeting 50% of medical drugs requirements; mechanical engineering meeting
40% of domestic demand and rate of domestication up to 60 - 70%. These development indexes, .in our

opinion, is of referential value.



(2) Conversion of Viet Nam industry structure

Studies on an appropriate industry structure for Viet Nam as basis for adjustment of Government's

policies oriented to shaping a sustainable industry structure, ensuring rapid growth of the industry,

promoting the development of the economy and society as a whole.

In our opinion, a reasonable structure of industry should ensure:

Association of the high speed of industrial growth, increasing proportion contributed by the
industry into general development of the economy.

As a result of reasonable resource allocation to development of the economy in general and
the industry in particular. Such an industry structure is established on a basis of : (1) Direct
allocation of resource available from the State - budget (2) mobilizing social resources through
indirect policy solutions creating environment for involving people to participate in investment
to industrial development. So

- Associated with the trend towards forming an enough strong industry, intensifying internal

strength in industrial development, make the most of comparable advantages of the country.
To do this, industry policy should enable industry sector to exploit comparable advantages
of the country for strong development.

- Associated with the creation of an organization fortn of modern and efficient industry in

an industrial link as per territorial areas, make the most of advantages of every territorial

area and taking part in industrial production and cooperation in the region and in the world.

With such criteria, in cur opinion, policy of industrial structure conversion in the next stage requires

to be oriented as follows:

Continuing development of iﬁdustries that use comparable advantages of our country such as
human resource, natural resources to convert gradually these industries into processing-intensive
industries with high quality to raise value of industrial products of Viet Nam in domestic and
international markets.

Converting gradually from downstream industries with high added value, requiring small fund
into upstream industries in a sustainable industry link so as to further exploit domestic industrial
potential and raise industrial efficiency.

Converting structure of using technologies oriented to high-tech industry, associating industry
development with technologies.

Converting structure of organizing industry in the orientation "self-contained” in existing
enterprise into production assignment and cooperation much more between sizes/ scales,
specialization as per technological processes associated with cooperation, forming auxiliary
industries, enabling enterprises (o raise domestication rate in industrial development.

5. In fact, it is difficult to identify a route of restructuring in a rigid manner, stages of
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restructuring/ structure conversion may take place gradually from the overall aspect of the industry
sector as a whole, however the arrangement of stages in a given aspect, an area of industriat

activities i§ very necessary with a view to creating industries, activities pushing up the general

development of the sector as a whole.

Policy of restructure/ structure conversion shall take this point into consideration.

(3) Solutions for rapid development of industry with appropriate structure conversion
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Solution for the question: is it feasible or not a rapid development of the industry sector in the next

stage as a premise for general development of the country under proper policy of industry. In our

opinion, rapid and sustainable development of industry is quite feasible.

In conditions that resources for Viet Nam industry development are still restricted (as analyzed above),

the choice of targets, resource allocation and involvement, additional exploitation of external resource

are of prime 1mportance and should be deliberated.

For achieving objectives of industrial development as mentioned above, it is recommended that the

Government should continue to implement the following contents in the nearest time:

Formulating as soon as possible a policy of industrial development in the next stage {inéluding
strategy and framework as well as specified policy solutions in the years to come)

Study and developing strategic orientation as well as policy for using state-budget in an efficient
manner under two forms: (i) direct investment to developing a number of particularly important
industries and projects, provided ensuring economic efficiency (i) investment into infrastructure
service sector (including technical and social infrastructure) creating indirect conditions for industry
development. Of which indirect investment to infrastructure service sector is especially important.

Developing long-term policy framework as well as macro-economic management policy-solutions
creating conditions for enterprises (both state-owned and private, including overseas private
enterprises) to carry on business and invest to industrial development. Confirming the role of private

sector and formulation of policies in terms of finance, land, industrial properties, standardization,

- market management and so on. Change of policy for management of industrial development is a

cru.cial condition for a rapid, strong and sustainable industry development with the participation of
many forces.
Continuing the good implementation of reform and renovation of enterprises and businesses.
Perfecting law system associated with strengthening capacity of State-control administrative
system and law enforcement, raising legal values of Government's policies to establish confidence
and trust of the public in general and business-owners in particular in investment to industria}

development.
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Import restriction

Loca} content Trade': balance through foreign Export restriction
requirements requirements exchange control

| Argentina Am(e) Am(e)
Bolivia 0
Barbados Ag
Chile Am{e) Amf(e)
Colombia Am, Ag(e) Am, Agle)
Costa Rica 0
Cuba Am, O
Cyprus Ag
Dorninican Rep. O Ag, O
Ecuador Am
Indonesia Am, Ag, 0
India 0 Am, Ag, O
Mexico Amfe)
Malaysia Amie)
Pakistan Am(e), O
Peru Ag
Philippines Am(e} Am(e)

_ Uganda* 0] O
Romania Amfe), O(e)
Thailand Am, Ag, O
Uruguay Am
Venezuela Am
S. Africa Am, Ag, O
Egypt ? 7 7
Nigeria 1 ? ?
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. Subsidy upon the use of domestic
. : : Export subsidy gveFr’ imported goods
Least-developed country Not applied Not applied for 8 years
})Ge;i}cg:‘g:a;?;ng);;:s ?t:::]e; l"g(l)él))) Not applied Not applied for 5 years
Other developing country Not applied for 8 years Not applied for 5 years
Developed country Not applied for 3 years Not applied for 3 years
Transitional country Not applied for 7 years Not applied for 7 years
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R3 W7OT7RBRCBITHEALRONMESHOEEN (1996 &)

(%}
Value added Employment Exports Imports
Affiliates | Affiliates | Affiliates | Affiliates | Affiliates | Affiliates | Affiliates | Affiliates
of Japanese| of U.S. |of Japanese| of US. |of Japanese|! of U.S. |of Japanese| of U.S.
firms firms firms firms firms firms firms firms
Korea 046 0.49 0.33 0.17 6.95 n.a. 6.34 n.a.
Hong Kong 5.24 1.91 2.66 3.18 17.02 17.17 16,38 n.a.
Singapore 11,90 7.69 4.73 5.68 33.17 55.13 33.38 n.a,
Malaysia 461 4,68 2.67 1.62 13.11 18.47 15.19 na.
Thailand 4.54 1.89 0.89 0.26 33.28 n.a. 29.76 n.a.
Philippines 1.56 2.60 0.34 0.24 1398 31.02 9.70 n.a.
Indonesia 1.12 261 0.26 0.06 11.33 18.93 15.26 n.a.
China 042 0.26 0.05 0.02 382 532 4.51 n.a,
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