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Appendix 2
SMEs’ Problems ldentified by Questionnaire Survey

1. Overview of Questionnaire Survey

Questionnaire survey was conducted in coordination with the Development Strategy Institute (DSI) of
the Victnamesc Government to identify the management practices and problems of SMEs in Viet Nam and
the neads of SMEs for government support programs.

Survey Period: Mid-February, 1997 to the beginning of March
Surveyed Companies:  SMEs who are currently exporting their products and those who are
interested in exporting in future. (251 companies in total)

Surveyed Areas: Hanoi, Hai Phong, Da Nang, Dong Nai, Binh Duong, Ho Chi Minh City and
Can Tho.
Surveyed companies
Hanoi Haj Phong DaNang DongNai Bioh Duong HCMC Can'Tho Total

Food/Drinking 3 3 10 1] 1 8 13 38
Textile/Garment 9 5 7 2 2 12 0 37
Leather 3 1 1 0 1 4 0 10
Wood/Bambhoo 6 3 5 1 1 1 1 18
Pulp Paper 5 3 4 2 2 2 1 19
Ceramic 2 1 6 6 2 1 1 19
Rubber/Plastic 9 7 I 1 Q 2 2 22
Metal Products 13 7 6 G 0 7 2 35
Machine 3 2 0 0 ¢ 5 2 iz
Eleciric Machine 7 (1] 2 0 1 1 2 13
Transportation 2 5 3 0 0 | 0 11
Furoiture 11 3 5 a 2 6 0 27
Other 11 5 S 5 3 5 i 35
Total 58 34 51 15 15 54 24 251

Note The industry types are based on the answers of respondents. The industry total does not correspond with
the area total because of multiple responses.

The survey was conducled by the coordinated efforts of Viet Nam and Japan through the following
procedures:

Preparation of questionnaire forms: Japan

Selection of companies surveyed: Vict Nam
Distribution and collection of the questionnaire forms: Viet Nam

Tabulation and analysis of survey results: Viet Nam and Japan
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2. Findings

(1) An outline of enterpriscs covered in the survey
1) Type of organization (Q2)
Approximately two-thirds of the respondents are “limited companies™ (35,1%) or “private companies”
(32.3%). “Cooperative” accounted fo1 16.3%. The percentages of “houscholds” (6.8%) and “joint stocks”
(2.8%) are small.

Q2
Typo of organization

Joint Slock Others
Housshold n 75
™ :

Limited
35%

Corporative
154 ‘

Private
32
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2) Type of business (QJ)

"The percentages of “food processing’ (12.9%), “textite products™ {12.6%), and “furniture” (9.2%) ate
large. Including leather products and lumber, consumer-related industries account for 44.2%. The
percentage of “metal products” (11.9%) is also relatively large. The materials industries account for
32.4%, including “rubber” (7.5%), “ceramics” (6.5%), and “paper products” (6.5%). Overall, the
percentage of the machinery industries combined is small at 12.2%, consisting of “transport equipment”
(3.7%), “electrical machinery” (4.4%) and “machinery” (4.1%).

Q¥
Type of business

Others
Transportation equipment
Electric machinery
Machinery

Metal

Lumber

Pottery

Paper & pulp
Furmiture

Wood

Leather

Textile

Focd processing

60 20 40 60 80 100 120 140

per cent
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3) The year of registration (Q4-1)
Repardless of the size or type of business, most enterprises are upstarts, having been established
between 1991 and 1995. More than 85% were established in or after 1985, indicating robust economic
activities since Doi Moi implemented in the second half of the 1980s.

Q4-1:
When did your company register officially?

1996- -1980
8% jox  1981-1985

5%

1986-1990
12%

1991-1893
654
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4) Reasons for founding (Q4-2)

A great majority, or 60.2%, of the ¢nterprises were founded “based on the idea of the founder.” This is
followed by “based on the technologies and skills acquired at another firm” (24.3%), “based on
technologies and skills acquired at a state enterprise” (13.1%), and “continuing the business of a
cooperative” (8.2%). The percentages of companies that are continuing the businesses of stale-run or
privale businesses are small at less than 3% each.

Q4-2:
Based on what did you establish your company?

Own business idea

Krovwi-how acquired at another company
in same industry

Know-heow acquired at govermment
enterprise

Tock over cooperative

Tock over private company

Took over government enterprise

¢ 3 ' L 1 1 i

¢ 10 20 3B 4 5 60 W0

percent
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5) Former career of the presideat (Q4-4)

More than half of the presidents have previously worked at “state enterprises” (31.9%) or “other non-
state enterprises” (28.7%) and had management cxperiences before stariing the present business. On the
other hand, former bureaucrats of the central government account for very small percentages, with
“military™ and “other government agencies” accounting for less than 3% each.

By type of business, in the leather goods and machinery industries, former employees of state-run
enterprises account for 50 to 60% of the presidents. On the other hand, former employecs of state
enterprises account for enly 10 to 30% in the food processing, textiles, and ceramics industries. These
figures show thal in the industries which require technologies to a certain extent, the presidents are often

former employees of state-run enterprises.

Government
enterprice

Non~—govermment
enterprise

Mititary
Government agency
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Q4-4:
What was the career of the president? (by type of business)

Transportation equipment B
Electronics [

Machinery

Metal

Lumber

Pottery

M Non-government

Paper & pulp enterprise

i Government

Furniture enterprise

Wood

Leather

Textile

Food processing [

per cent

419



{2) Production and sales activities
1) Increase in sales (Q5-4)

Only 12% of the respondents saw sharp increases in sales, with the increase over the past three years
reaching “more than 100%"” (2%), “50-100%” (2%), and “20-50%” (8%). A large number of firms saw
static sales with “0-20%" accounting for 28%. Only 41% of the enterprises saw sales growth. Businesses
whete sales “decreased” accounted for 34%. These figures indicate that while the economy has grown
sharply, growth of busincsses has been lagging.

Q5-4: How much has the profit increased or decreased over the past
three years?

Unknown ' 120 ~ 15096
25% —— - 8%

y 100 ~ 120%
29%
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2) Customers (Q5-5: Multiple responses)

The largest percentage of the firms “sold to consumers through distributors and brokers” (46.6%). This
is followed by “direct sales 1o consumers” (45%). Many firms are also “selling to state enterprises”
(28.7%), to lake advaniage of their marketing channels. This indicates that private businesses’ marketing
channels have not yet developed. Export sales are also very important with 21.9% of firms “exporting via
domestic firms” and 18.3% “selling directly to overseas customers.”

By type of business, exports account for large percentages in textile producis, furniture and ceramics,
for which overseas sales account for approximately 60%. In contrast, in the metals and machinery sectors,
export sales account for only 0 to 15%. While “sales to state enterprises” account for less than 20% in
textiles, furniture and ceramics, such sales account for morc than 50% in the metals and machinery
industries, suggesting that the latter group of industries heavily depend on state enterprises.

Q5-5:
To whom do you sell proaducts? (multiple answers)

Gonsumers thru retailers
Directly consumers

Government enterprises

Abread via domestic companies 218

Private companies 19.9

Direct to foreign countries 18.3

Other companies in same industry 312.7

Foreign companies in Viet Na

Others
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Q5-5:

To whom do you sell products? {multiple answers) (by type of business)
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3) Customers to whom sates have been increasing sharply (Q5-6)
The customers to whom sales have been increasing sharply in recent ycars are more or tess the same as
the present customers. “Direct sales 10 overscas” (9.6%) ranks third in this category.

Q5-6:

To whom did the sales increase most dramatically?

Consumers thru §
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4) Share of overseas sales (Q5-8)

When we examine the shares of overseas sales of businesses exporting their products, we find that the
shares are cither very large or very small, Few corapanies have export shares of less than 80%. Those
companies where export shares are “Between 81% and 100” account for 23%. Excluding the companies
which responded that “they did not know,” two-thirds of the exporting businesses are exporting from 81 to
100% of their products overseas, indicating that these firms are specializing in overseas sales.

Q5-8:
Share of oversea sales out of total sales

0-20%
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41-60%
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5) Sales branches (QS5-9)
Thirty percent of busincsses have domestic sales offices, but only 4% have overseas sales offices. We

can, therefore, see that most exporting firms have yet to build overseas sales networks.
More than 40% of textile, teather, paper and electrical machinery producers have domestic sales offices,
but only about 20% of furniture, metals, and transport equipment makers have such oullets.

Q5-9:
Do you have sales branches?

Yes {domestic) 269

Yes (abroad) 4
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'
Do you have domestic saﬁss branches? (by type of business)
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6) Raw materials and parts procurement (Q3-10)
The largest percentage of firms responding to the survey answered that they were buying from
“domestic venders™ (66.9%). There are several other routes, including “state enterprises” (30.7%), and
“overseas venders” (20.3%). There are no significant differences by type of business.

Q5-10:
From whom do you purchase components?

Domestic buyers &
Government enterprises
Foreign buyers
Purchasers of the products
Own sources

Others
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7) Problems in raw saterials procurement (Q5-11: Mulliple answers)
The major problems are “price increases” (49.4%) and “unsiable supply” (39%). “Depletion of
materials” (18.3%) and “decline in product quality” (8.8%) are nol serious problems.
By type of business, firms in the machinery and clectrical machinery categories pointed out more
problems than the overalt average. Securing the supply of raw materials is a serious problem for
management.

(5-11: What are the roblems with obtaining raw materials?
(muttiple answers)

Increasing price 494

Unstable supply

Shoertage of supply

Low quality

Others
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8} Subcontracting {(Q6)
Approximately one-third of all businesses surveyed engage in production as a subcontractor.
However, there is a wide divergence by industry, ranging from 10% in the ceramics industty and 18%
in food processing to 48% in furniture-making. The percentage of firms engaged in production as a
subcontractor is extremely high in the textile industry at 67.6%.

Qe:
Do you produce for subcontract?

0 10 20 30 40 50 60
Yes
Ne 94
Others Per Cent (%)
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9) Firms using snbcontractors (Q6-1)
Twenty percent of firms responded that they are recciving subcontract orders from “other private
enterprises.” This is followed by “from state-run enterprises™ (17%) and “foreign firms” (12%).

Q6-1:
Who gives you a subcontract?

Other private
companies

Government
enterprises

t7.1

Foreign
companies

Others Per Cent (%)
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10) Share of subconlracted work (Q6-2)

Among the businesses receiving subcontract works, the Jacgest percentage (30%) responded that “more
than 90%" of their production is subcontracted work. However, the share of subcontracted work varies
widely from company to company. The survey shows that there is no large group of firms specializing in
subcontracted work.

There is no significant difference by type of business.

Q6-2:
What percentage the sales from subcontract account for the total?

Others Less than 5%
J% 0%

5% to 20%
2%

13% 50% to 70% 20% to 50%
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(3> Membership in commerce and indusiry associations or unions
1) Membership (Q8)

The sharc of businesses which are members of commetce and industry assoclations or unions is
generally low. Nearly half (49%) of small and medium-sized firms do not participate in any organization.
The targest percentage (15.5%) are members of “Chambers of Commerce and Industry,” followed by
“cooperative unions” (14.3%). Only a small portion of firms are members of “Commerce and Industry
Associations” (5.6%) or “other industry associations” (4%).

"The membership in cooperalive unions is very low in food processing (2.6%) and the ceramics industry
(5.3%). By contrast, the membership rates are relatively high in the metal products and machinery
industries, in which nearly 30% of businesses are members, showing that there is a wide divergence in the
membership rates by type of business.

The membership rates by the size of business show that while approximately 70% of small firms (those
employing less than 30 persons) have not joined cooperative unions, it is evident that the larger the firm,
the higher the membership rate,

Q3:
Company affiliation

Chamber of Commerce & Industry
Cooperative

Other local business association
Commerce and industrial association §
Other trade association

No affiliation

QOthers

Per Cent (%)
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Are you a member of any orgaﬁizations? (by type of business)
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2) Reasons for joining associations (Q8-1)
The factor most often cited as a reason for joining an association or organization is “the case in
obtaining information” (29.9%). This is followed by “to enhance sales capability” (16.3%), “helps
ncgotiations with the government™ (7.69) and “to improve working conditions of eraployees™ (7.2%).

Qa-1:
Reasons for affiliation

Information 299

Increase in
marketing

Negotiation with
government

improvement in
working conditions

Discount on
materials

Share facilities with
others

Others

— L 1 b 1 ] 1

0 3 10 15 20 25 30 35

percent

434



(4) Employment and wagces
1) The number of employees {Q9-1)

The largest proportion (28%) employed “over 100 persons.” However, the numbers of cmployees
varied widely among the responding businesses. Scventeen percent employed “between 50 and 99
persons,” 17% “between 30 and 49 persons,” 24% “between 10 and 29 persons,” and 13% “less than 10
persons.”

By type of business, the shares of companies employing more than 100 persons were large in textiles,
leather products and paper products. These industries had very small percentages of firms with less than
10 employees. There were a large number of very small businesses in the metals and machinery industries,
in which there were few firms employing more than 100 persons.

Q9-1:
Number of employees (1596)
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24%

17% 30-49
17%
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Q9-1:
Matrix (number of employees and type of business)

Transportation equipment

Electric machinery
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Metal
Rubber
Pottery M 0-10 people

- L1 10-29 people

Paper —_— & 30-49 people

035099 people
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Average
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2} Share of engineers (Q9-2)
In all companies, the shares of enginects were small ranging from “less than 5% (54%) and “from 6 1o
10%” (13%). Only 14% of the responding firms said the share of engineers in total work force was 10%
or more.

Q9-2;
Share of engineers out of total emplc_a_}_r_ees _

0-5%
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Not available
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3) Wage levels (Q9-3)

The wage levels are the lowest for factory and clerical workers. Fifty-three percent of factory workers
and 34% of clerical workers get “more than 300,000 dong but tess than 500,000 dong a month.” (US 1
dollar is approximately 10,000 dong.) Approximately 30% of engineers and managerial personnel receive
“500,000-700,000 dong a month.”

However, wage levels vary widely, with 10% of factory workers earning “less than 300,000 dong” a
month, while 16.3% of managerial personnel earn more than “ 1 million dong” a month.

PR —— —

Q9-3:
Wage level {(unit=dong)
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Manager [
Clerical « {mand+
8075tc!m
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4) The rate of wage increase (Q9-4)

In all job categories, the largest proportion of workers (35.4%) are receiving wage increases of “10-
30%.” Eighty percent of responding firms said the rate of wage increase was from zero to 30%. Only

10.6% of respondents experienced wage increases of “30% or more.”

Q9-4:
Ratio of wage increase

Manager

i B 1096 or below

Clerical {0~30%
30~50%
Engineer . 50~75%

Worker
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5) The ratio of wage costs (o sales (Q9-5)
Generally speaking, the ratio of wage costs to sales is pot very high. At 43% of the firms, the ratio of
wage costs 1o sales Is less than 20%: “less than 10%” (16%) and “10-20%" (27%). We can, therefore, see
that low wages are contributing 10 the international competitiveness of Vietnamese f irms.

Q9-5:
Share of wages over sales
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6) Preblems associated with securing work force (Q9-6)

Many businesses are faced with the problems associated with recruiling and training employecs. More
than 20% each of the responding firms cited “difficulties in training employees,” “high turnover ratios,”
and “difficulties in securing factory workers.” These are the most serious problems for management. Only
a small number of firms (2.4%) experience “difficuity in recruiting clerical workers.” However, more than
10% of the firms cited “difficulties in securing managerial personnel” (17.9%), “low skill levels™ (17.1%),
“the absence of a successor” (12%), “sharp wage increases” (10.8%), and “shortage of engincers”
{10.4%). Tn order to promote the development of smali and medium-sized businesscs, worker education
and training are ¢ssential.

Q9-6:
What problems do you face with recruiting and training employees?
{multiple answaers)

Training
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Recruiting workers
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(5) Production facilities
1) Problems associated with production facilities (Q10-2)

There are some serious problems associated with production facilitics. Although there are some
divergence from industry to indusiry, on average nearly 40% of responding firms cited “lack of space—
small facitities” as a problem. The second problem is “sharp increases in land remt” (23.5%). Nearly 20
percent of firms respectively cited problems associated with basic infrastructure, such as “sharp increases
in land rental charges” and “securing electric power and waler supplies.” Solving these problems will
continue to be major priorities in the future as well.

By size of business in terms of the number of employees, although the problems are not very scrious for
very small businesses employing less than 10 persons, “the Yack of factory space” (more than 35%) and
“sharp increases in and rental charges™ (more than 20%) arc serious problems for businesses employing
more than 10 persons.

Q@10-2: Problems with production facility (multiple answers}
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Q10-2: Problems with production facility
(multiple_answers) (by numbe mployees)

100 people + |

50-99 people |

BRent

30-49 people

O Electricity and water
supply
® thadequate facilities

10-29 paople

5-9 people

i-4 people

per cent

443



2) Environmental problems (Q10-3)
Among all the respondents, 47.8% replied that there was “no environmental problems.” This suggests
that in Viet Nam, environmental problems have not surfaced or that awareness of environmental issues
among businessmen is very low. Filteen percent of gespondents cited “noise” as a problem, followed by

“ait pollution” and “water pollution” (approximately 10% each). Only 6% each cited “vibration” and
“raffic congestion.”

Q10-3:

Environmental problems
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3) Mcthods of procuring production equipment (Q10-4)

“Imports from overscas” (40.8%%) arc an outstanding means of procuring production equipment.
Domestic procurement also accounts for a large share with “new cquipment from other domestic
enterprises” (32.7%) and “used cquipment from other domestic enterprises™ (22.7%). Nearly thirly
percent (28.3%) “manufacture production equipment in-house.” These figures show that the

machinery industry in Viet Nam has not yet well developed.

By type of business, exporting scctors, such as textiles, leather products and furniture, depend
heavily on imports for production equipment, with neatly 50% ot more of these firms doing so. ln the
metals and machinery industries, the shares of “used equipment from state-run enterprises” and “in-
house production” are higher than in other industries, We can assume that these sectors are relying

on state-run enlerprises.

By size of business in terms of the number of employecs, the larger the firm, the larger the degree
of dependence on imports. Conversely, the smaller the size, the higher the share of in-house

production of equipment, as indicated in the chart below.

Q10-4: How do you obtain production equipment?
{(multiple answers)
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Qi6-4:

How do you obtain production equipment? (multiple answers) (by number of employees)
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4) Actual capital investmeal (Q10-5)
Among all the responding firms, 74.5% are making capital investment.
Although thete is some variance from industry to industry, furniture making (63%) and food processing
{66%) have the lowest percentage of fitms making capital investment (in the 60s), while the percentages
are the highest in leather products (90%) and transport equipment (91%).

Q10-5:
Invesiment in plant or equipment

Invested |

Not invested

No answer

Per Cent (%)
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10-5:
Have you invested on(f)acilities? (by type of business}
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5) Fund-raising methods for capital investment (Q10-6)

As 10 the method of raising funds for capital investment, the largest share of companics (43.3%)
responded that they used “accumulated savings of past earnings.” Fund raising through personal contacts
was also a major means with “borrowing from family, refatives, and friends” accounting for 28.7% and
“personal funds of the president” accounting for 26.7%. Only 26.7% of fisms used “financial
institutions,” indicating that financial institutions do not support businesses very much in Viet Nam.

By size of business in terms of the number of employees, the smailer the business, the more frequent the
use of personal ties for fund raising. Conversely, the targer the business, the larger the shares of “capital
increases” and “borrowing from financial institutions or money lenders.”

Q10-6:
Source of investment funds

Reserved earnings P
Family, refatives, friends |
Financial institutions |

Manager's personal money |
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Others
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Q10-6:
How did you finance your investment? (multiple answers) (by number of employees)
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6) Problems associated with capital investment (Q10-7)

The most serious problem is “the shortage of funds for capital investment,” with more than 60% of
firms citing this factor. We believe that the fact that only a small share of firms responded that they
borrowed from financial institutions to the previous question is the cause of this problem. Other problems
cited are “cannot add facilities due to lack of land space” (35%), “it is difficull 1o purchase high-
performance production equipment” (22%), and “difficuliies in obtaining government approval for plant
and equipment invesiment” (19%). These responses show that there are problems other than those
associated with funds procurement.

a10-17:
Problems with investment
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7) Obtaining laad for facilitics expansion (Q10-8)

Only 10% of responding firms answered that “they have secured new industrial land.” However, more
than 60% of firms indicate that they nced to obtain more land, with 33% responding that ““they are looking
for land at present”, 10% saying that “there is a strong probability that they will nced more land in the
near future” and 20% saying “there is possibility that they will need more land in the future.” These
figures indicate that the development of industrial land is needed for further development of Victnamese
businesses,

By size of business, many companies employing more than 10 persons are currenily looking for new
land, indicating that they intend to expand their businesses, Very smal} firms with less than 10 employees
do not feel that they need additional land, perhaps because of their small scate of operations.

Q10-8:

Necessity to acquire new land for expansion
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(6) R&D Activities
1) Execution of R &D (Q11-1)

A relatively large proportion of {irms, 37%, responded that “they are not engaged in R&D activities at
present.” Firms engaged in “both the development of production technologies and new products”
accounted for 21.5%. Firms engaged in “mainly the development of new products™ accounted for 10%,
while those engaged in “mainly the development of production technologies™ accounted for 15%.

Git-1:
Engagement in R&D activities
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2) Who is engaged in R&D? (Q11-2)

Almost half of the responding firms did not have special R&D staff, with “the president himself
engaged in R&D activity” a1 35.5% of the firms, and “production staff is also engaged in R&D” at 10%

of the firms. Firms where “special technical staff is engaged in R&D” accounted for 29.1%.

Q-2
Who engages in R&D activities?
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3) Melthods of acquiring technology (Q11-3)

A large proportion of firms responded that they obtained the technologlcs they Iacked “from overseas”
(25%) or “from other firms in the industry” (24%). Only 10% of the respondents obtained needed
technologies from “state-run enterprises.” However, a relatively large share of firms ar¢ not acquiring
technologics, because “it is difficult, though we want to introduce new technologies” (15%) or “have no
need” (14%).

By type of business, approximately 20% of firms in all sectors are acquiring technologies they lack
from “other firms in the industry.” Relatively large shares (approximately 30%) of firms in the food
processing, electrical machinery, and transport equipment industries are obtaining technologies from
“state-run enterprises.” In the leather product industry, which is exporting a large share of products,
“from foreign companies in Viet Nam” accounts for 60%, indicating that they have access to foreign
technologies.

Q-3
How to acquire technology for improvement
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Q-3
How do you obtain technotogical information? (by type of business)
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4) Methods of acquiring technological information (Q11-4)

A predominantly large share of firms (60.2%) obtain technological information “from other firms in the
indusiry.” “At fairs and exhibits,” “from foreign buyers,” and “frora machinery makers,” respectively

account for 20%. 1t appears that businesses are oblaining information by various means.

Qti-4:

How do you obtain technological information? {multiple answers}
People in same industry
Exhibitions & trade shows
Buyers abroad
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Companies we deal with
Domestic newspapers & magazines
Technical journatls
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Foreign newspapers & magazines
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Others
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5) The degree of satisfaction with availability of technological information (Q11-5)

Only 4% of the responding firms are “very satisficd,” while a high 37% responded that they are “fairly
satisfied.” Even so, a large portion of firms responded “fairly dissatisfied” (20%) or “very dissatlisfied”
(20%). There is a large variance in the degree of satisfaction among the firms.

There are no outstanding characteristics due 1o business category. However, in the leather product
industry, “fairly satisfied” (60%) account for a large share. Their access to overseas information (sec
Q11-4) appears to be contributing to this fact.

Q11-5;
Are you satisfied with curvent level of technelogical information availability?
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Qi1i-5:
How much are you satisfied with current tevel of information availability?
{by type of business)
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6) Evaluation of the firm’s own technological level (Q11-6)
Half of the responding firms said that their technological tevet is “average for the industry.” More than
30% are very bullish, responding “very superior” (8%) or “superior” (23%). Only a small proportion of
the firms are pessimistic: “inferior” (9.6%) and “far inferior” (3.6%).

Ql1-6:
Technological level of your company

Far below
average No answer Qutstanding
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7) Problems associated with technology development (Q1 1~
The most serious problem is financial, with 36.7% of firms responding “lack of funds for technology
development.” Firms citing “shortage of equipment necessary for technology development” and “shortage
of technological staf”” each accounted for 25.5%. Some firms appear (o place no emphasis on technology
development, as 7.6% of the firms responded “no need for technology development.”

Q-7
Problems with R&D {multiple answers)

Shortage of funds

Shortage of facilties 25.5

Shortage of staff 1255

No where to consult
with

Information access

No need for R&D

0 5 10 15 20 25 30 35 40

per cent
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(7) Financing
1) financial resources (Q12-3)

“Friends and relatives” is the most frequent answer, which means that people obtain finances from
personal resources rather than financia! institutions. The second most frequent answer is “National bank;”
however, other types of bank finances score ten per cent or less. Therefore, the use of commercial banks
has not been yet popular in Viet Nam.

Q12-3: From whom do you obtain your financial resources?

Friends & relatives

National bank _ 219

Stock bank

Investment bank

Commereial bank

Foreign bank

Others 4

1 i : 1 1 1 i

0.0 5.0 100 150 200 250 300 350 400

per cent
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2) Application of borrowed funds (Q12-4)
There are two major categorics, with 34% responding “for plant and equipment investment” and 38%
responding “for operating funds.” There is no significant difference by type of business in this trend.

Q12-4;
For what do you use the borrowings?

Unknown Plant
23% _ investment

34%

Others
2%
Repayment
3%
Working capital
38%
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3) Degree of satisfaction with fund availability (Q12-5)

Approximately half of respondents expressed dissatisfaction with the current fund availability, with
“fairly dissatisfied” accounting for 219 and “very dissatisfied” accounting for 23%. On the other hand,
31% responded that they wete “rather satisfied,” indicating wide variance in the levels of fund availability

among businesses.
_ Q12-5:
Are you satisfied with current level of fund availability?
Not quite
satisfied
FU"Y satisﬁed 21%

3i%

Satisfied to some
degree  Unknown
3% 4% Hard to say

i2%

Dissatisfied
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(8) Export behavior

Among the 251 firms that responded to the survey, 60 percent rephed that these questions did not apply
to them, indicating a majority of firms covered in the survey were not involved in export activities.

By lype of business, while more than 80 percent of leather product makers are exporters, only a very
small percentage, 10%, of metals and machinery makers engaged in export business.

1) Manaer of export (Q13-1)

The manner of export that was cited most frequently was “through overseas buyers” (17.9%), followed
by “supply parts and producis to exporiers” (14.7%). “Through state-run Trade Corporations” and
“direct export 1o overseas users™ each accounted for approximately 10%.

The manner of exporis varied depending on the type of business. In the textiles, leather products,
lumber, furniture, paper products ang transporl equipment industrics, the percentages of firms responding
“through ovesseas buyers™ and “direct exports to overseas users” were large, with firms adopting one or
both of these means accounting for more than 20%. On the other hand, many firms in the ceramics, rubber,
metals, machinery, electrical machinery and food processing industries were not exporting at all. The ratio
of these firms using buyers and brokers for exports is also very low.

Q13-
Hew to export products

Via foreign buyers [=

Via exporting firms

Via government corporations
Direct to foreign users

Via domestic brokers

Others

Per Cent (%)
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2) Ratio of exports to total sales (Q13-2)
Companics exporting 90-100% of their total production accounted for 22.3%, with very few companies

exporting less than 90% of their production. This means firms are cither specializing in cxports of in
domestic sales.

Q13-2:
Share of export over sales

Not available 669

0-39%
a0-59% B12

60-89%

90-100% 1§ 223

1 i ) 1 4

00 100 200 300 400 500 600 700 800

per cent
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3) Major cxport destinations (Q13-3)
The most frequently cited destination of exports is “Faiwan” (17%), followed by “Europe” (15%) and

“Japan” (12%). “‘Russia and Eastern Europe” (8.8%), “The U.S.” (4.4%), and the ASEAN countries are
also export desiinations.

Taiwan
Europe [
Japan
Russia & E Europe E
Others
Korea (Rep.) f
Singapore |
Malaysia
us

Hong Kong | 3.
Thaitand
PRC &

Laos M
Indonesia R

Cambodia ¥

No answer

] ] " | 1 13 H

00 10.0 200 360 40,0 500 60.0 700
Per Cent (%)
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4) Constrainls on export (Q13-5)
There are four major constraints. They are «difficulties in obtaining overseas market information”
(12%), “lack of diroct access 1o overseas buyers” (11.6%), “government regulations on exporis” {11.2%),
and “the requirement (o purchase export quotas from state-run enterprises” (8%).

Q13-5:
Problerns with exporting {multiple answers}

Unavailability of foreign market
information

Unable to access foreign buyers

Regulation on exporting

Requirement to purchase an export
quarter

Few fluent in export operation

Few fluent in English

Exchange rate

+

0 pd 4 6 8 o 12 14

per cent
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5} Access to overseas market information (Q13-6)

Companles are acquiring overseas market information through various means, with 22.7% doing so
through “oveérseas buyers,” 14.7% from “the firms in the same industry,” and 10.4% from “domestic
makers engaged in cxports.” Most firms seem to obtain information from private sources. “Libraries”
were cited by 11.2% of rcspondents. On the other hand, “state-run enterprises” and “government
agencies” each accounted for less than 3%, indicating that they are not used very much.

Qi3-6:
Access to export market information

Foreign buyers & 221
People in same industry

Libraries

Domestic exporting manufacturers
Business associations

Domestic newspapers & magazines &
Domestic brokers

Government enterprises il

TV & Radio

Government agencies B

Foreign newspapers & magazines
Suppliers of components
Technical journals

Private information services &

Exhibitions & trade shows

1 1 ] ]

00 50 100 15.0 200 250
Per Cent (%)
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6) The degree of satisfaction with overseas market information (Q13-7)
“Fairly satisficd” accounted for 31%, while “rather dissatisfied” accounted for 32%, indicating that the
batance between the satisfied and dissatisficd firms is about ¢ven and that a majority of firms are neither
“very salisfied” nor “very dissatisfied,” which respectively accounted for less than 4%.

Q13-7:
Are you satisfied with current level of foreign information availability?

Hard to say Very g;‘lsﬁed

21%

Quite satisfied

31%
Dissatisfied
1%
Not quite
satisfied
32%
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7) Assessmeat of competitiveness in export markets (Q13-8)
The most frequent response was “average level” (45%). Eight percent sesponded “very strong” and
31% “strong,” indicating that a large percentage of firms are very confident of their competitiveness.

Q13-8:
How do you evaluate your export competitiveness?

Highly
Very weak Hard to say competitive

Weak 2% % 8%
9% _ K "

Retatively
competitive
3%

Average
45%
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(9) Management
1) Means of acquiring management know-how (Q14)

OJT is predominant with 80.9% acquiring management know-how “through actual business
operations” and 33.9% “through business partners.” The percentages of “president has learned from
attending seminars and training sessions” (17.9%) and “employecs have learned from atiending seminars
and training sessions” (9.2%) were small compared with other responses. It appears that the attendance at
training sessions and seminars is still very low or that these opportunitics are not provided vety often.

Q14: How do you obtain business know-how? {multiple answers)

Through business

) 805
experience

Through business

partners 339

President acquired

at schoot 30.7

Graduates from
business schools

President acquired
at seminars

Employees acquired
at seminars

Management
consultants

Not in particular

1 ! ! 1 1 1 }

0 10 20 30 40 50 60 10 80 90

per cent
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2) Business’s slrength (Q15)

More than 80 percent of respondents answered “high product quality,” followed by “always meel
delivery date” (579%). Although it had been assumed that many firms would cite “low produci prices,” this
factor was mentioned by only 45%, ranking third among the factors contribuling to comparative
advantage of Viet Nam. Other factors are “capacity (o process a large variety of products” (32%) and
“brand-name power” (21%). Overall, the firms that are confident of their product quality and
technological strength stand out.

Q15;

Competitive advantage (multiple answer possible)

Product quality

Punctuality in production

Low prices
Processing skill in variety of products
Brand name

Marketing capability
Relationship w/ influential companies
Relationship w/ government inst.
Processing skill in precision
Production equipment

Few competitors
Product planning &
Ample capital B
Others

MNo answer

i i3 ] i 1 i L] 1

O 10 20 30 40 50 60 70 80 90
Per Cent (%)
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* 3) Management priorities (Q16)

1 is evident that financial matiers are major priorities with 51% of firms citing “fund procurement” and
32% “‘taxes.” “Capital invesimenl” {27%) and “technology development” (20%) indicate that
improvement of production and technology development capabilities will be major priorities as the
national economy develops further.

Qi6:
Problems with business operation {multiple answers)

Financing

Tax

Production
investment

Technology
development

Recruiting

Sales

Raw material supply

Regulation

Production

Export

Information access

Disnbution

Outside manufacturer

0 10 20 30 40 50 60

per cent
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"The following is the data collected and categorized according to types of business. “Financing,” “Tax,”
and “Production investment” are the top three issucs for every type of business, For leather indusiry,
“Financing” is remarkably high as it scores 90%.

Raw data of Q16: What kind of problems do you have? {multiple answers) (by type of business) (%)

_ Type of Industry
Problems Avg.| Fo |Tex| Le | W | Fu | Pa{ Po |l Iu jMe|Ma| EI' Tt
1 [Sales 12.5] 26.3] 8.1} 200} 33.3] 11.4] 15.8] 15.8] 22.7] 22.9 13] 9.t
2 |Production 92| 2.8 10.8 5.6] t1.1] 53] 1051 9.1 14.3 23.1
3 {Technology 203 132 1'0.8 40.01 16.70 22.2] 21.1] 31.6] 22.7] 22.9; 33.3] 154 364
development
4  |Financing 51.0] 47.41 48.6] 90.0} 44.4] 59.3] 42.1] 68.4] 54.5] 54.3| 33.3] 46.2( 61.6
5 |Recruiting 17.9] 5.3 37.8] 30.0] 11.1] 185 10.5] 15.8| 13.6] 14.3| 16.7] 30.8; 27.3
6 [Outside 2.0 80 b1t
manufaclure
7 [Raw material 16,71 184] 13.5 10.0) 27.8 26.6] 26.3] 263| 9.1 114 23.1] 273
supply
8  |Preduction 26.7] 10.5] 40.5] 30.0f 16.7| 25.9] 36.8] 263} 27.3] 25.71 417 23.1} 455
investment
9 |Distribution 3.6 110 340 160 6.0 80 4.0
110 |Information access] 4.8] 3.0] 50| 100 50 50| 90 6.0} 9.0 4.0
11 |Export 7.6 5.3] 216 148 53] 53] 9% 29 83
12 |Regulations 13.5) 7.9] 216 16.7] 14.8] 1051 263! 9.1| 86| 16.7] 30.8} 18.2
13 [Tax a23] 47.4] 29.7| 500} 23.3] 11.1] 15.8] 52.6| 31.8| 20.0| 33.3] 30.8| 182

Note 1) The abbreviations in type of busigess stand as follows:

Avg. Average

Fa Food processing
Tex Textile

ie ieather

W Wood

Fu Furniture

Pa Paper & pulp
Po Poltery

Lu Lumber

Me Meial

Ma Machinery

E Electronics

Tr Transportalion equipment

Note 2) A blank means that no company fiited to the question.
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4) Future management policy (Q17)

'The most frequent response was “to seck quantitative increases in orders” (62%), which {s always the
most basic policy in business management, Many firms are also paying close attention to “improving the
profit ratio,” which was cited by 32.7% of the respondents.

The second most frequent response was “10 seck export increases” cited by 35%. However, there is a
large variance in the proportion of this response from industey o industry. In the exporting industries,
such as textiles and leather products, this factor was cited by more than 709 of the firms, but in the
metals and machinery industries less than 10% of the firms responded in this way. For the latter group of
industrics, the immediate objective appears to be to enhance domestic sales. With respect to “cooperation
with other firms in the industry,” the machinery and other heavy industries appear to be more a goressive.

Q1
What is your future management policy? {multipte answers}

Expand sales volume
Expand export sales
Increase profit rate

Promote specialization

Establish a jeint veture
with foreign companies

Expand into other fields

Expand inte foreign
markets

€stablish cooparative
relationship

Keep current policy

Reduce business scale

y t + x }

0 10 20 30 40 59 60 70

percent
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Looking by type of business, there are remarkable differcnces among different industries. First, four
industrics, food processing, paper, potlety, and electronics, actively plan to “Expand sales volume,” which
suggest that they expect the markets of these four industries to expand substantially in the near. future.
Meanwhile, the textile industry, 45.9%, does not expect to expand as much as other industries. Secondly,
the textile and leather industries, which have already been involved in exporting, prefer to “Expand export
sales” (over 70%). Third, the short-term strategy of the metal and machinery industries is ‘perhaps to
expand domestic sales as they show litile interest for “BExpand into foreign markets” (less than 10%).
Heavy industries, such as machineries, tend to “Establish coopesative relationship.”  Finaily, the
management policy of the leather industry to “Promote specialization” (50%) is highly recognized than
that of the whole industry (29.1%).

Raw data of Q17: Whal is your management policy In future? (multiple answers) (by type of

business)(%)
Type of Industry
Policy Avg.| Fo | Tex e | W | iPa| Po|du|Me|Ma| E | T
1 |Keep current policy | 10.8) 15.8 271 10.0 11.0] sof 160} 50| 1490 17.0 9.0
2 {Expand sales 618l 71.1] 45.9] s0.0l 61.1] 63.0] 73.7] 73.7] 68.2] 62.9] 66.7) 923 545

volume : .
3 |locrease profit rate | 32.7| 26.3 378l 200! 38.9] 37.0] 42.1] 47.4| 36.4| 20.0] 16.7] 4621 455

4 |Expand export sales | 35.1] 26.3| 73.0] 70.0] 38.9 48.1| 42.11 47.4] 36.4| 11.4 30.8) 182
5 |Promole 50.1] 13.2] 35.1] 50.0] 16.7; 18.5]31.6| 21.1] 36.4] 40.0] 33.3] 23.1] 364
specialization
6 |Reduce business 1.2} 2.6 28 5.6 2.9
scale
7 |Establish 2111 1321 2a3| 30.0] 16.7] 25.9] 263) 263] 27.3] 31.4] 16.7] 23.1] 45.5
cooperative
relationship

8 IEstablish a joint 255] 13.2] 40.5) 40.0] 167 33.3] 36.8] 26.3] 36.4] 17.1] 16.7} 38.5] 54.5
venture with foreign
companics

% {Expand into other 2311 13.0] 4.0 40.0] 17.0] 33.0] 37.0] 26.0] 36.0} 17.0 17.0 380 55.0
fields

10 |Expand into foreign | 21.1] 10.5] 40.5| 50.0| 27.8 29.6| 36.8] 26.3| 22.7] 2.9 7 94
markets

Notes
1) The abbreviations in type of business stand as in Question 16.
2) A blank means that po company fitted to the question.
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{10) Policy nceds
1) Support desired to kelp small and medium-sized businesses (Q18)

The top three responses were “oxpansion of bank credit” (47%), “preferential treatment on or
exemption from sales taxes” (45%), and “enhancement of government’s investment promotion funds”
(37%), indicating that financial support is the most desired type of assistance. Almost 25% of firms
expressed the desire for “stable electric power supply,” “development of industrial parks to allow business
relocation and expansion” and other improvement in infrastructure. The government will have to actively
solve the problems related to regulations, as “streamlining of red tape” and “easing of regulations on
export approval” were cited by 35% and 13.5%, respectively.

Q18:
What kind of SME programs do you expect?

Expansion of bank financing

Sales tax reduction

Development of aid for investment
Simplification of administrative precedures
Stable supply of electricity

Technological assistance

Development of industrial parks

Financial support for exporting

Dere gulation in exporting

Foreign information service

Improvement of laws

tmprovement of water supply

Promotion of industrial asseciations
Technological information service
Dereguletion in produstion investment
tmprovement of traffic infrastructure
Training services for technology

Training services for business administration

Establishment of training institutions for engineers

Maragement information service

Il 1 I ! P

0 10 20 30 40 50
per cent
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480

Q18:
What kind of SME programs do you expect? (multiple answers) {(by type of business)

Improvement of water supply

Stable supply of electricity

Improvement of traffic infrastructure
Simplification of administrative procedures
Improvement of laws [BE

Sales tax reduction

Training services for technology P

Training services for business
administration

Management information service 8

Technological information service B Metal &
. o machinery
Establishment of training institutions for B
. Light i
engineers . 1
__industry
Technologica! assistance
Foreign information service
Deregutation of exporting
Financial support for export
Expansion of bank financing
Oevelopment of aid for investment
Oeregulation in production investmenl BESS :‘
§ t of industri
Development of industrial parks ; ; . ' ! per cent

00 100 200 300 400 500 60.0



Looking by lypes of business, the questionnaire tells that leather industry strongly expects “Expansion
of bank financing.” It should be noted that pottery industry expects “Financial supporl for export.”

For further analysis, a new industrial classification is introdoced; a heavy industry includes steel and
machinery industries, and light industry covers living-related and material industries. The light industry
more expects “Foreign information service,” “Deregulation of export licensing,” and “Financial support
for export.” Meanwhile, the heavy industry tends to expect “Technologicat assistance.”

By size of business, the bigger a company is, the more it expects “Financial support for export,” and
“Deregulation of export licensing” because a company of more than 50 employees produce for exporls
rather than a company with fewer workers.
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Raw data of Q18: What kind of SME support do you expéct'in future?
(multiple answers: according 1o type of business) {%)

Type of business .
Expected Support Avgi Fo |Tex| le | W | Fu | Pa | Po | In | Me 1 Ma| E | Tr
1 |Development of 23.5] 15.8] 35.1] 30.0] 16,7 11.1 26.3] 10.5] 22.3]| 17.1] 50.0| 30.§ 36.4
industrial parks
2 |Deregulation ia 68 53F B.1 11| 3.7 10.5] 9.4 8.6 83| 154 9.1

production investment
3 |Development of aid for | 36.7] 15.8! 37.8 60.0] 44.4] 40.7| 47.4] 52.6] 31.8 42.9] 50.0 38.5 45.5

investment

4 |Expansion of baok 46.60 39.5] 51.4] 2800 33.3] 51.9) 36.8] 52.6] 40.9] 60.0] 33.3] 61.5| 63.6
financing )

5 |Financial support for 18.3] 105} 35.1] 30.0f 22.2| 44.4] 26.3| 52.6] 13.6] 8.6 7 %1
export

& |Deregulation of export | 13.5f 7.9 37.8| 10.0] 11.1] 33.3) 105 15.8 13.6] 11.4 154 9.1
licensing

7 |Foreign information 12.4] 18.4| 18.9] 30.0] 5.6 14.8 10.5] 10.5] 4.5 114 e.1
service

§ [Technological 251 13.2] 18,9 1000 22.2¢ 11.1] 31.6] 26.3] 18.2} 54.3f 33.3] 23.1] 273
assistance

9 |Establishment of 36 8.1 53 8.6 83 9.1
institutions fot
cngineers

10| Technological 84| 105 10600 11.1} 74| 105 105 91| 171 9.1
information service

11 |Magnagement 201 2.5 56 74 45 2.9 9.1
information service :

12 |Training services for 4.8 26 54 i1.1 %11 295 &34 17
business administration

13 | Training services for 64f 53] 2.7 100f 56 3.7 105 91 29 2500 1.7
technology

141Sales tax reduction 45.4] 42.1| 43.2] 60.0[ 1671 51.9] 42.1| 36.8| 45.5] 48.6] 583] 46.2| 36.4

13 llmprovement of laws 10.8 53] 10.8] 300y 11.1] 3.7} 10.5) 1051 4.5 B86] 831 7.7

16 |Simplification of 5.1 26.1f 59.5] 50.0] 38.%| 40.7] 31.6] 42.1] 22.7] 25.7] 33.3] 385| 63.6
administrative
procedures

17 |tmprovement of traffic 64 7.9 27 167 3.7 s3) 9 29 83] 154] 182
infrastructure

18 [Stable supply of 25.1] 237 37.8] 30.0] 16.7] 25.9] 15.8] 21.1] 27.3] 20 33.3] 23.1] 45.5
electricity
19 [fmprovemeni of water §.2| 21.1] 10.8 11| 7.4 211 15.8] 9.1 3.7 154 9.1
supply
20{Promotion of industrial 8.8 79 162 5.6] 3.7 105] 1821 5.7 T3 9.1
asseciations

Notes
1) The abbreviations in 1ype of business stand as in Question 16.
2) A blank means that no company fitted to the question.
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Raw data of Q18: What kind of SME support do you expect in future?
{multiple answers: according to size of company) (%}

Size of Company {Number of Employee) Expoitiog ]
Avg] 1-4 | 59 |10--39|30—49|50-99| 100+ Noa-Ex| Ex

Expected Support

1 Development of 23.5 18.2 421 250 286 2560 261 26.8] 22.0]
industrial parks

2 Deregulation in 6.8 10.0 4.8 1.0 87 7.2 7.0
production iavesiment

3 Development of aid for | 36.7 18.2 29.2 41.7 35.7 349 406 384 390
investment

4 Expansion of bank 46.6] 455 13 517 40.5 48.8] 50.7 514 460
finapcing

5 Financial support for 183 67 143] 25.6] 362 36 410
exporl

6 Deregulation of export | 13.5 83 a3 4.8 18.6; 29.0 43} 280
liceasing [

7 For¢ign information 124 16.7 6.7 71 16.3 18.8 80| 200
segvice

8 Technological 25.1 18.2 12,5 a7 357 213 203 31.21 200
assistance

9 Establishment of 3.6 4.2 24 1.0 58 3.6 4.0
institutions for
engineers

10 |Technological 8.4 18.2 472 16.7 1.1 7.0 2.9 i2.3 4.0
information service

11 [Maragement 20 33 4.8 23 3.6
information service

12 |Trainiog services for 4.8 33 16.3 43 4.3 6.0
business administration

13 |Training services for 6.4 4.2 11.7 24 7.0 58 8.0/ 5.0
technology

14 |Sales tax reduction 454f 727 62.5 400 47.6 512 362 5581 370

15 |lmprovement of laws i0.8 20.8 6.7 11.9 4.7 15.9 11.6 11.0

16 |Simplification of 5.1 18.2 3331 233 452 41.9] 391 341 410
administrative
procedures

17 {lmprovement of raffic | 6.4 4.2 33 7.% 4.7 11.6 5.8 80
infrastructure

18 |Stable supply of 25.1 213 2500 300 14.3 163 333 254 280
electricity

19 |Improvement of water 9.2 9.1 12.5 83 48 23 15.9) 87t 110
supply

20 |Promotion of indusirial | 8.8 9.1 42 i1.7 9.5 1.6 58 10.9 70
associations

Note A blank means that no company fitted to the question.
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