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Industrialization, modernization
is an indispensable, objective
process of countries from small to
mass production. The most decisive
feature of industrialization is the
substitution of manual labor for
technical one in the whole national
economy, with a view to speeding up
the social labor division and goods
production.

1. TARGET, CHARACTERISTIC, CON-
TENT OF THE COUNTRY'S INDUSTRI-
ALIZATION, MODERNIZATION

In the country’s construction, the
Party specifies the industrialization,
modernization targets at making
our country an industrial ized one
with modern material and technical
base, reasonable economic structure,
advanced productive relation in line
with the development of productive
forces, high material and spiritual
living, firm defense and security,
rich people, strong country and equi-
table, civilized society.

The essence of industrialization
is the techno-scientific development
with the aim to affect the transfor-
mation of the entire social produc-
tion (industry, agriculture,
services...) from low to modern
level. The working population will
change in accordance with structure
of industries, skill and intellectual
level.

The issue of equipment, humans,
information and management is of
paramount importance to the indus-
trialization. There are different
views and approaches in the re-
search of industrialization.

- Industrialization,  modern-
ization is the process of economic al-
teration. In which, industry and
. services make up increasingly big-
ger percentages and the industry it-
self also changes from exploitation
to processing.

- Industrialization,  modern-
ization is a strategy of socio-eco-
nomic and techno-scientific
development.

Industrialization, modern-
ization is the process of turning
manual labor into technical one to
attain high labor productivity.

In our country, the line of indus-
trialization was determined by the
third Party Congress in 1960 as
central task during the transitional
period to socialism. In the process
of implementing its line, the Party
has adjusted the contents, detailed
measures suitable for Vietnam’s so-
cio-economic conditions many times.

From the domestic and overseas
lessons, both successes and failures,
the seventh Conference of the Party
Central Committee, VIIth term, re-
affirmed the absolute essential of
the country’s industrialization, as
well as strategic changes in
thoughts of industrialization, mod-
ernization. In this conference, the
Party pointed out: “Industrializa-
tion, modernization is the process of
changing fundamentally, compre-
hensively activities of production,
trading, services and socio-economic
management from the employment
of manual labor to that of advanced
technology based on industrial de-
velopment and techno-scientific pro-
gress with a view to creating high
productivity”.

Reviewing generally ten years of
implementing the overall renovation
line, and 5 years of implementing
the Resolution of the seventh Party
Congress, the Party emphasized:
“ _.Our country has escaped socio-
economic crisis, but some aspects
are not stable. The task set for the
early stage of the transitional pe-
riod which is to prepare precondi-
tions for industrialization has been
basically fulfilled, this permits us to
shift to the new era of boosting the
country’s industrialization and mod-
ernization...”.

From the above mentioned con-
cepts in line with Vietnam’s socio-
economic conditions, the country’s
industrialization, modernization has
the following features:

Firstly, our country advances to-
wards to socialism from a backward
farming status, since it entered the
transitional period until now, we
have been lacking in a developed
productive force to secure economic
development fast, sustainable and
effective. Therefore, if we do not pay
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initial attention to the development
of productive force, we cannot shift
to socialism, and to develop produc-
tive force, we must carry out indus-
trialization, modernization.
Secondly, we implement indus-
trialization in the principle of main-
taining independence and
sovereignty, together with expand-
ing international cooperative rela-
tionship, diversification and
multilateralization of external rela-
tions, mainly depending on domestic
resources and taking full advantages
of foreign ones. We should build an
open economy, integrate into the re-
gion and the world, boost export,
substitute imports for locally - made
goods.  Socio-economic  efficiency
must be regarded as a basic stand-

ard to specify development and
technology investment.
Thirdly, industrialization must

be attached with modernization (as
a matter of fact, industrialization
have been also implemented in the
direction of modernization). Due to
fast techno-scientific development in
recent decades, the concept of mod-
ernization have been added with
new contents covering many fields
from production and trading to serv-
ice, management...Many techno-sci-
entific  inventions =~ which — were
progressive some decades ago be-
comes ordinary now, even backward
and should be replaced. In some
next decades when our country’s in-
dustrialization, modernization is
boosted, techno-scientific develop-
ment will be higher, hence the re-
quirement of industrialization will
be more pressing.

Fourthly, our industrialization,
modernization is carried out in line
with the market mechanism under
the State management. The plan-
ning is mainly of orientation, the
marlket reflects the social demand,
decides on the distribution of re-
sources for production, the estab-
lishment of economic structure and
efficiency. This is wholly different
from  previous  industrialization
which is implemented by the cen-
trally-planned and subsidized
mechanism with legal directives, re-
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gardless of socio-economic results.
As a result, although the previous
industrialization costed a lot but its
efficiency was not high, it did not
malke active contribution to develop-
ing productive forces and it re-
stricted the formation and
alteration of economic structure in
the modern direction.

Fifthly, the previous industriali-
zation was seen as the Govern-
ment’s  task  mainly  through
State-run and collective sectors. To-
day it is determined as the people’s
task with the energetic participation
of all economic sectors, in which the
State sector plays a leading role.

Sixthly, the previous industriali-
zation was implemented with the
socialist bloc’s aids. At present we
realize industrialization, modern-
ization in the condition that the
world and the region have made
many changes. The Party has set
forth the view of building an econ-
omy open to domestic and foreign
sectors, diversifying and multilater-
alizing external relations on the ba-
sis of maintaining independence and
sovereignty, improving relations of
cooperation and joint venture with
the aim to attract foreign capital,
new technology and advanced mana-
gerial experience. Our concept of in-
dustrialization is also made suitable
for the trend of economic interna-
tionalization and integration.

The basic issue of present indus-
trialization is not to self-invent
technologies we need, it is only to
grasp the world’s invented technolo-
gies suited to the country’s condi-
tion, sometimes they are not top
ones but they bring about high eco-
nomic efficiency and can be trans-
ferred. The Party’s renovation line
is to attach industrialization with
modernization including the applica-
tion of the world’s techno-scientific
achievements. This feature will open
shortcuts for us, allow the imple-
mentation in a very short time as
compared  with  the  previous
longlasting classic industrialization.
In the remaining years of 1990s, the
major contents of our country’s in-
dustrialization, modernization in-
clude:

- Paying full attention to indus-
trialization, modernization of agri-
culture and rural areas: developing
overall farming, forestry, fishery;
building specialized areas with logi-
cal structure of plants and animals,
producing numerous goods of high
quality, securing food safety, meet-
ing the requirement of the process-
ing industry, home and overseas
marlkets.
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- Developing the industry, giving
priorities to the industries of proc-
essing food and foodstuff, producing
consumer goods, exports, electronics
and information, developing selec-
tively some heavy industries (power,
fuel, building materials, mechanical
engineering, ship building and re-
pair, metallurgy, chemicals), raising
the productivity compatible with the
requirement of economic growth,
strengthening the maintenance of
independence and sovereignty in
economy and defense.

- Building infrastructure: Over-
coming the downgrading of current
transport system, restoring and up-
grading some important transport
lines, combining transport with irri-
gation, making the best use of wa-
terways, opening roads to remote
areas, lmproving communication
system in big cities, upgrading some
sea, river ports, airports, buiding
deep water ports.

- Developing and modernizing

the national communication net-
works; developing power sources; ex-
panding  electricity grids and

securing stable supply of electricity;
improving urban water supply and
sewage, providing clean water for
rural areas; making investments in

social  infrastructures (education,
health care, culture-information,
sports...).

- Developing fast tourism, serv-
ices of aviation, navigation, post,
telecommunications, trade, trans-
port, finance, banking, auditing, in-
surance, technology transfer,
legislature, information...and other
services and step by step making
our country a well-known tourist,
commercial and service center in
the region.

- Developing reasonably territo-
ries: altering territorial economic
structure based on exploiting full ad-
vantages, potentials of each area,
boosting the cooperation and devel-
opment of these areas.

- Expanding and enhancing the
efficiency of external economic rela-
tions: speeding up export, giving
priorities to export, producing more
major exports, raising the competi-
tiveness of exports, reducing the
proportion of raw and semi-finished
products, increasing the value of ex-
ports and the export of services.

To reach the said targets, the
implementation of industrialization
in our country should satisfy many
factors, but in this article, we men-
tion only the capital issue-the essen-
tial factor for every development
process.

2. DEVELOPMENT OF CAPITAL

SOURCES FOR THE REALIZATION OF
INDUSTRIALIZATION,MODERNIZATION.

At present, the economy is en-
tering a new development stage -
stage of industrialization, modern-
ization which targets at doubling
national income in the period 1991-
2000, the issue of investment on the
whole and foreign capital in particu-
lar are arising as the most severe
challenge. The country’s prospect of
fast growth is promising, but there
are not a few obstacles to its devel-
opment. If we do not male solutions
on time, we cannot fulfill the
planned targets and even previously
attained achievements can be in
danger of destruction.

When analyzing the strategy and
measures to create capital, we can
see clearly three basic models of in-
ward, outward and mixed orienta-
tion.

In the world’s economic, political
background, both advantageous and
difficult at present, the suitable
model for Vietnam’s capital creating
strategy is to attract foreign capital
together with mobilizing all local
sources.

If based on only domestic capital
source, we have the advantage of
self-reliance and stability, it is also
a rather large potential. However,
time does not permit us to be late
since the gap of backwardness will
be larger as compared with other re-
gipnal nations.

If foreign sources are used inef-
fectively, it will cause financial bur-
den to the country and the next
generations will have to pay these
debts (Argentina, Brazil, for exam-
ple, have fallen to serious unrest
and depression even dropped to a
level lower than starting one in case
of Nigeria).

Just because of this, the most ef-
fective solution is to combine the
mobilization of all local capital
sources with foreign ones. Applying
this model will take the initiative in
the 1implementation of socio-eco-
nomic develoment strategy...

Domestic investment capital for
production derives from enterprises,
savings of the people and other
sources, it is used in the process of
business and production, socio-eco-
nomic activities.

In the subsidization period, capi-
tal sources flowed into Vietnam
mainly from socialist nations, espe-
cially former USSR, Sweden’s ODA
due to the US embargo against our
country. This stage was in the cen-
trally-planned mechanism, so it was
totally different from the stage of
déi méi: foreign capital sources



came mainly from the socialist bloc.
This showed a close economic fea-
ture in the bloc, separation from the
world market, so Vietnam economic
exchange was extremely limited. As
a result, the country’s selection of
economic model was restricted due
to lack of conditions to compete in
the world market. The State is a
unique entity mobilizing and man-
aging foreign capital sources. This
reflected the nature of public owner-
ship and centrally-planned mecha-
nism. The mobilization and usage of
capital hence depended on the State
plan. This led to low capital utility.
The structure of loans was irra-
tional, until 1993 loans for import
surplus made up 50.1%, for coopera-
tive projects and importing equip-
ment 25.1%. This structure revealed
the deficit of budget and consump-
tion. Foreign capital, for develop-
ment investment represented a
small percentage (25%), showing no
full attention to investment in pro-
duction for export. Therefore, the
country’s insolvency, budget short-
fall, heaps of debts took place for
many years,

In the era of déi mdi with the
policy of open economy, the attrac-
tion of foreign capital source for de-
velopment is an objective law to
Vietnam’s economy.

Foreign capital is formed from
three following sources:

- ODA capital from nations of
OEDC and OPEC and other bilat-
eral and multilateral sources.

In the world, this is the largest
source, representing 50%-70% of for-
eign capital. Certainly, there are
different changes to each nation in
a specific period.

ODA capital includes non-refund-
able aid, soft loans. ODA donors are
developed capitalist nations (Japan,
EC, America,...), so based on the re-
lation between Vietnam and these
countries, the capital source can go
up or down. ODA also comprises
technical assistance, normally used
for creating favorable environment
for economic development and at-
traction of foreign direct invest-
ment. With its feature of low
interest rate, long maturity, and ex-
tended time of payment, ODA is
used for . projects with long-term
capital redemption.

The ODA utility rate is attached
with the project feasibility, if there
is no careful calculation, due to non-
feasible projects, ODA capital and
preferential loans will cause debts.
So when luring ODA capital, effec-
tive utility should be paid attention
to.

Financial sources from interna-
tional institution such as IMF, WB,
ADB and other organizations’
funds...have the same advantages as
ODA, but the scale and right of use
are wider. This source meets the re-
quirement for capital assistance, on
the other hand opens an opportunity
for Vietnam to integrate into the in-
ternational finance. We have joined
WDB’s organizations such as: IBRD,
IDA, IFC, MIGA...

The initial outcome of Vietnam’s
debt settlement is encouraging, we
have reduced part of debts, other-
wise restored our prestige before
creditors for borrowing more.

It is noteworthy that the borrow-
ing is only approved in accordance
with projects whose feasibility is
carefully evaluated by the creditors’
experts and the project implementa-
tion is regularly checked. Conse-
quently, if there is no investment
strategy for effective utility of loans,
then more debts and interests will
be increasingly heaping, and more-
over tli: ebility of mobilizing foreign
loans will be restricted.

Foreign economic organizations
and individuals’ FDI is stimulated
under the forms of doing business
independently, forming joint ven-
tures along with training local
workers in skill and management.

However, more or less foreign
capital flowing into the ountry de-
pends upon many factors in which
the investor’s benefit must be guar-
anteed by law.

FDI has made significant contri-
butions to the Treasury, creating
jobs, producing goods and ' causing
vital development of the economy.

At present, the developing na-
tions’ FDI attraction tends to aim at
high technique, and eastern Asian
NICs are concerned about luring for-
eign capital for export. This is also
experience that Vietnam can con-
sider to male the strategy for FDI
attraction to implement its industri-
alization, modernization.

- Domestic capital:

Prior to d6i méi, there was no fi-
nancial marlket in Vietnam, all capi-
tal sources were concentrated on the
State ‘budget and allocated to pro-
jects, enterprises as planned. Since
the déi mdéi policy was introduced,
along with the policy on developing
multisectoral economy, hidden capi-
tal sources have been released and
mobilized at most for investments
in all fields. If in 1988 the invest-
ment ratio accounted for 8.9% of
GDP, but in 1991 it jumped to 15%
and the ratio of saving represented
0.1%, and in 1994 these figures

were 16.7% and 24% respectively.

Both in public and private sec-
tor, investments and savings in-
creased sharply, the country’s
investment capital for development
reached US$ billion 15 to 16 in the
period 1001-1995, of which the
State accounted for 43%, foreign in-
vestment 87% and the public 20%.
The State has shifted strongly from
investment by the budget capital in
subsidized enterprises to investment
credit for the expansion of joint ven-
ture domestically and overseas.
Thereby the Government has fo-
cused more budget capital on the de-
velopment of socio-economic
infrastructure, the public invest-
ment resulted in the establishment
of private small- and medium-size
companies, some private large-size
enterprises attracted many workers
and had good business performance.

If compared with eastern Asian
NICs, Vietnam’s proportion of accu-
mulation and investment is still
low. As a result, although the capi-
tal attraction for development has
attained initial achievements, it is
still ‘a hot and challenging area to
Vietnam in its industrialization,
modernization.

Investment capital sources of en-
terprises are mainly used for orient-
ing intensive investment,
innovating technology, diversifying
products, expanding the enterprise
scale as well as forming new enter-
prises for domestic and overseas
marlets.

In addition we also have the peo-
ple’s idle capital and capital source
from the State budget.

Investment capital can be at-
tracted at home and abroad. In the
condition that the economic interna-
tionalization is boosted, foreign
capital becomes essential and preva-
lent. Nevertheless, don’t forget no
matter how important foreign capi-
tal is, it is only a component of total
sources in the country’s develop-
ment  strategy. To attain high
growth rate, domestic and foreign
should be harmonized.

Capital is one of the most impor-
tant factors securing the success in
the country’s industrialization, mod-
ernization. With the déi méi policy
and achievements initially attained,
Vietnam can attract necessary capi-
tal sources for socio-economic devel-
opment in the next stage®
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