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the seventeenth centuries
and they petitioned the
government to take meas-
ures to protect home in-
dustries and increase
foreign trade. After the
mercantilism, the theory
of comparative advantage
which was formulated by
Ricardo and developed by
Heckscher and Ohlin, has
encouraged all economies
to specialize in production
of what they have com-
parative advantages and

' engage actively in inter-

national trade. _
Hla Myint, an econo-
mist from Myanmar, has
observed that it’s the Euro-
pean  colonialism that
helped many Asian and

EXPORT-ORIENTED
INDUSTRIALIZATION
STRATEGY

ITS GROUNDS AND
MEASURES TO REALIZE IT

by MEcon. TRUGNG HOA BINH

1. Grounds for export-ori-
ented Industrialization strat-

egy

The world economic de-
velopment encourages both
globalization and region-
alization, and as a result,
the world is divided into
economic bloes and at the
same time, it produces
many international eco-
nomic organizations. In
short, in the world econ-
omy, competition and co-
operation exist side by
side. That is why the
export-oriented industri-
alization strategy becomes
a common trend, especially
among developing coun-
tries. The grounds for this
strategy are as follows:

Reality shows that in-
dustrialized countries, es-
pecially NICs in Asia, have
succeeded in industrializ-
ing their economies by
putting stress on this strat-
egy. In the first stage of
their industrialization,
NICs have carried out the
import substitution strat-
egy for a while, but after
some five years their in-

ternational = competitive-
ness wasn’t enhanced
because the spending

power in domestic markets
was poor and the protec-
tionism didn’t encourage
local companies to pay
full attention to improve-
ments in labor productivity
and technical innovations.
In addition, the import

substitution strategy failed
to improve their balance
of trade with the result
that the trade gap kept
on increasing, because
these economies were
forced to import raw ma-
terials and machines in
large quantities in order
to produce substitutions for
imports.

In such a situation, all
NICs switched to the ex-
port-oriented strategy with
appropriate steps and they
all succeeded in the in-
dustrialization.

Theoretically, foreign
trade was considered as
the best way to develop
the economy by mercan-
tilists in the period be-
tween the fifteenth and

African economies make
the best use of their labor
and natural resources,
thereby escaping from the
state of leaving their po-
tentials untapped.
Looking at the balance
of payments in many de-
veloping countries, we see
that export value repre-
sents some 60% of their
receipts and import value
some two thirds of their
payments, while foreign
aid and investment rep-
resent some 10% of the
value of inflow -capital,
and interest payments and
remitted profit account for
11 - 13% of the outflow.
These analyses show
that the growth of foreign
trade has encouraged a
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fast and sustainable eco-
nomic development, espe-
cially in developing
countries, therefore the ex-
port- oriented strategy
seems the best option open
to Vietnam, especially
when the globalization and
regionalization became the
main trends in the world
economy. This strategy has
many strong points:

+ Promoting the pro-
duction of exports is a
necessary precondition for
increases in import, espe-
cially import of new tech-
nologies needed for the
industrialization process.

+ Untapped resources
will become more valuable,
resources in use will be
employed more effectively
by making the best use
of comparative advantages
and expanding the pro-
duction.

+ Domestic labor div:
sion will be coupled with
international  specializa-
tion and local market with
international one, there-
fore the labor force will
be employed more effec-
tively because the compe-
tition on the world market
is always keener than on
the local market.

+ The export value will
increase and help to bridge
the trade gap.

+ New dynamic will
be created to produce mul-
tiplier effects. A

+ Proportion of unfin-
ished products to exports
will decrease because the
supply of them tends to
exceeed the demand on
the world market.

However, this strategy
also poses many require-
ments:

- Comparative advan-
tages in each period must
be defined clearly and they
should be employed effec-
tively, because comparative
advantage isn't a static
conception.

- Local companies are
forced to select and replace
technologies in use, and
improve their managerial
skills.

- It also requires new
macroeconomic  policies
that are flexible enough
to deal with changes on
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the world market.

-The economy should
ensure conditions for en-
hancing the quality of de-
velopment, and more
exactly, enhancing the in-
ternational  competitive-
ness.

Not only Vietnam, but
also developed countries
could find these require-
ments hard to meet.

2. Measures to realize the
export- oriented strategy

According to the Gen-
eral Department of Sta-
tistics, the export earnings
in the first three quarters
of 1998 increased only by
4.1% in comparison with
the same period last year,
while the figure realized
in September 1997 was
14.5%. This situation origi-
nated from many causes:

on calculation of all factors
of the production cost of
each product.

+ Keeping the exchange
rate well under control
with a view to ensuring
reasonable profits for local
producers and exporters.

+ Using financial in-
struments (taxation, inter-
est rate, ete.) to discourage
the production aiming at
local market demand: This
measure requires the Gov-
ernment to remove pro-
tectionist tariffs and quota
on imports in order to
encourage competition in
the domestic market and
force companies to con-
centrate their efforts on
export.

+ Giving tax reduction
or exemption to products
that are exported for the

limit exporting to inter-
mediaries and forecast
changes in the world mar-
lcet demand.

+ Developing industrial
and agricultural zones spe-
cializing in production of
exports (or raw materials
for producing exports) and
making them pace-setters
for export business.

+ Allowing market
prices (of consumer goods
and factor inputs as well)
to fluctuate according to
changes on the world mar-
ket in order to force local
companies to enhance their
competitiveness.

+ Creating a coopera-
tion relation between the
Ministry of Trade, customs
authority and local com-
panies and removing all
regulations and rules un-

eifects of the economic
crisis, falls in Vietnam's
main exports, narrowing
market for Vietnam's ex-
ports, ete. To promote our
export, we should carry
out the following measures:

+ Selecting  invest-
ment projects based on
studies of our comparative
advantages in each period:
These studies will provide
a basis for preduction and
export strategies. In ad-
dition, full attention must
be paid to possible breal-
throughs in technological
and economic fields.

+ Making decision on
investment projects based

first time with a view. to
making them more com-
petitive: this measure can
encourage local companies
to try their best to produce
exports by innovating tech-

nology, improving labor
productivity and product
quality and reducing pro-
duction cost.

+ Making business in-
formation and advisory
services available to all
companies: Looking for
new foreign markets must
be central to the Govern-
ment’s foreign trade policy.
In addition, the Govern-
ment should encourage di-
versification of exports,

favorable for the export-
oriented strategy.

+ Keeping foreign ex-
change reserves big enough
to deal with sudden fluc-
tuations and protect the
international competitive-
ness of the economy.

In short, the export-
oriented industrialization
strategy is the best way
to increase capital accu-
mulation, investment and
production. As a strategy.
it alse invelves challenges
and dangers. That is why
appropriate policies at
macroeconomie level are
much neededms



