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Developing the Machine Installation

owned corporations called Cor-

porations 90 and 91 have tried
their best to modernize their produc-
tion with a view to helping with the
industrialization of the economy.
Many corporations have made the
best use of their comparative advan-
tages, and drawn lessons from expe-
rience of their operations in the
domestic market and of their Japa-
nese, South Korean, Chinese and
Taiwanese counterparts in order to
work out their own business strate-
gies. Some of them have become
strong enough to compete with for-
eign rivals and integrate into the re-
gional and international markets,
and their brand names have been fa-
miliar to many foreign importers and
wholesalers. With such develop-
ments, the corporation model has be-
come inappropriate and tended to
hinder further developments. In re-
cent vears, many corporations have
thought of the model of groups of
companies that could help them to
expand their businesses and find a
firm foothold in foreign markets.

Facing such'a demand, the Gov-
ernment in late 2005 made a decision
to change four corporations into
groups. Many others with necessary
and sufficient conditions for estab-
lishment of groups will get permits
in near future. It is expected that
these groups will play important
roles in the effort to turn Vietnam
into an industrialized country bg'
2020 as suggested by the VCP 9™
Congress.

The Machine Installation Corpo-
ration was founded by the Ministry
of Construction in 1960. In its 45
years of development, the Corpora-
tion has developed from a company
specializing in installing machine
and equipment into a corporation
that could produce and install vari-
ous machines and equipment in
many large-scale projects, such as
Hoa Binh Hydropower Plant with an
installed capacity of 1,800MW, Pha
Lai Power Plant (800MW), Tri An
Hydropower Plant (400MW), Pha My
Power Plant (3,900MW); cement fac-
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In the past 10 years, state-

tories of Hoang Thach, Bim Son, Ha
Tién, Chinh Phong, and Nghi Son;
and many oil, chemical and steel fac-
tories. The development of the Cor-
poration has been linked closely with
the modernization and industrializa-
tion process.

To undertake new tasks of the
economic development as required by
the Government, the Machine Instal-
lation Company was transformed
into the Union of Machine Installa-
tion Companies comprising concerns
specializing in electricity, cement, oil
and gas, and chemicals in both North
and South Vietnam.

The Union has gained achieve-
ments in various fields: (1) Its engi-
neers and technical workers devel-
oped  both  qualitatively and
quantitatively; (2) Its technical facili-
ties were modernized over years; and
(3) Its organizational machinery and
quality of managers followed the
Russian model and many managers
have been trained in Russia and
Eastern Europe.

Due to increasing investment in
technical facilities, training of man-
agers and technical workers, and re-
form in its organizational machin-
ery, the Union was able to fulfill the
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task of constructing many major
projects of national level in the years
1976-1986.

After launching the economic re-
form, the Government adinsted the
structure of public investment and
large-scale projects stopped to be of
high priority. As a result, the modei
of union of companies became obso-
lete and failed to operate well in the
market economy. To survive and de-
velop under the new mechanism, the
Union was divided into independent
companies that were still under di-
rection of the Union, and they could
take small- and medium- scale proj-
ects and maintain their operation
and development. This practice be-
came a trend and more and more
companies gained their independ-
ence and their role as subsidiaries of
the Union was only a formality.

Generally, in this period, al-
though the Union had more subsidi-
aries and expanded its operations, it
failed to form a group consisting of
specialized companies. Thus, the Un-
ion in fact was an organization of
companies in the same industry but
they operated in different provinces
or zones.
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With such an organizational ma-
chinery, the Union fond it hard to
compete against foreign contractors
for foreign-invested projects in Viet-
nam. In addition, no company in the
Union was strong enough to under-
take a whole major project. The Gov-
ernment at that time introduced a
policy to rearrange state-owned com-
panies.

In December 1995, the Union was
turned into the Machine Installation
Corporation (LILAMA as it calls it-
self). This was a turning point for the
public sector and the Union as well,
which was a force for the Corpora-
tion to develop and integrate into the
world economy.

With existing ability and facili-
ties, LILAMA started to reorganize,
formed specialized subsidiaries, co-
operated with companies in other in-
dustries, and work out a development
strategy including the following
phases.

- Phase 1 from 1996 to 2000:
LILAMA developed its facilities and
ability in order to secure a foothold in
the domestic market and make
preparations for alterations and di-
versification in the next period.

- Phase 2 from 2001 to 2005:
LILAMA made more investment in
import and export, advisory service,
and training courses for project man-
agers in order to become an EPC con-
tractor of major projects, and built
new factories all over the country.

Phase 3 from 2006 to 2010: In
this period, LILAMA tries to develop
into a group that is strong enough to
compete against foreign companies.

After 10 year of operation as a
corporation, LILAMA gained the fol-
lowing achievements:

- LILAMA is not only a company
that lead the way to installation of
major projects but also a producer of
machines and equipment for many
leading companies in Vietnam.

- LILAMA includes many compa-
nies specializing in design consul-
tancy, import and export of capital
goods, engineering and manufacture
of equipment and machines.

- The management has been re-
structured in order to enhance their
specialization and inciude more ex-
perts to manage such major projects
as Udng Bi Power Plant (300MW)
capitalized at US$270 million,
Thiang Long Cement Plant, Ca Mau
Power Plant (720MW at some
US$300 million), ete.

To develop into an industrial
group and compete successfully
against foreign rivals, LILAMA
should deal with the following prob-
lems:

- Working out a strategy to pro-
duce import substitutes and exports
with a view to making the best use of
existing advantages and achieving
long-term targets.

- Increasing investment in high-
tech fields and helping its subsidiar-

ies specialize themselves in order to
produce staple goods based on its ad-
vantages.

- Attracting and accumulating
capital, experts and technologies
from both domestic and foreign
sources.

- Beefing up the organizational
machinery of both the group and its
subsidiaries in order to enhance in-
ternal cooperation and ensure their
independence.

To support this effort, the Gov-
ernment should pay attention to the
following matters:

+ Introducing a mechanism for
operations of groups and simplifying
administrative procedures with a
view to helping groups operate effec-
tively.

+ Mending and improving the
mechanism for controlling public in-
vestment in order to facilitate opera-
tion of contractors.

+ Allowing groups to enjoy auton-
omy in their policies to attract ex-
perts.

+ Issuing regulations about audit-
ing, supervision and inspection to en-
sure sustainable development for
groups.

These measures could help beefl
up state-owned groups that could
compete against foreign rival and en-
sure a sustainable development of
the public sector and the economy as
a whole.m
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