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tERaAR 77— MRER

Questionnaire on Management and
The Direction of Growth of Private Enterprises

Company name:

Name of respondent:

Address:

Telephone No.:

Fax No.:

Major products:

1. Profile of your company

1. Industry
1) Food processing 8) Metal household goods
2) Clothing 9) Agricultural machinery
3) Construction materials 10) Machinery & tools
4) Plastic products 1) Cars, motorcycles & parts
5) Furniture & woodworking 12) Electrical products & parts
6) Leather goods 13) Shipbuilding, etc.
7) Ceramics 14) Computer software*

15) Others

2. Organizational format
1) Company of limited liabilities
21 oiht stock company
3) Partnership
4) Private company
5) Cooperative (non-agriculture)

6) Individual and business group(very small business)

7) Household

* italics are supplemented or changed by Vietnamese party
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3. Number of employees (regular employment)

1995 1996 1997 1998

1996

2000

4. Amount of paid-in capital

l Million dong

5. Location of the headquarters

1) Mountainous and midland areas in the North
2} Red river delta

3) The central area

4) Centrai Highlands

5) The East areas and Mekong river delta

6) Others:

6. Year of Start-up

7. Year of Company Registration

8. What were the levels of sales and profits in 1999 compared with those in 1998 (1998=100)

Sales: %

Profits: %

9. What is the ratio of profits to sales?
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1. Background for the Founding of the Business

10. How was your business founded? (Plcase choose one answer.)
1) Started the business by mysetl
2) Started the business with other family members
3) Started the business with a {riend(s)
4 Started the business with a foreign partner(s)
5) Bought the business from an SOE
6) Bought the business from a family member(s)
T) Bought the business from people other than family members
8) Inherited the business from a family member

9) Others

11. Background for Start-up

1) I want to operate business on my own judgment.

2) I want to demonstrate my capability.

3) I want to earn more income.

4) There were some seeds for commercialization.

5) I found my former job unpromising.

6) I found no other jobs.

7) I was advised to start up by friends and acquaintances.

8) I wanted to have my own time.

9) I wanted to engage in something that is helpful to society.
10) The present job is my family business in which I have been engaged.

11} Others

12. Why did you choose the present product line?
1) Had experience in manufacturing
2) Was a traditional, local product
3) Family members had been engaged in the ‘industry for a long time.
4) Copied people who were successful
5) Was able to sccure raw material supply
6) On the advice of a friend
7) On the advice of the local government

8) Others
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13. What skill or know-how have you acquired before the establishment (or registration) of your company?
1) General knowledge about corporate management.
2) Production technology. Production control technology.
3) Product development technology.
4) Sales and marketing.
5) Know-how regarding fund raising.
6) Control of employees,
7) Information about regulations for the projected business.
8) Know-how about export.
9) Preparation of business plans.

10y Others

14. What problems have you expected to occur before the establishment (or registration) of your Company?
1) Difficulty in raising funds necessary for the establishment of the company.
2) Troublesome and time-consuming registration procedures.
3) Difficulty in securing factories and procuring production equipment.
4) Difficulty in developing customers.
5) Difficulty in procuring raw materials.
6) Difficulty in developing production technology.
7) Difficulty in securing employees.
8) Harassment from related organizations.

9) Others

15. What actual problems have occurred at the time of start-up?
1) Difficulty in raising funds necessary for the establishment of the company. -
2) Troublesome and time-consuming registration procedures.
3) Difficulty in securing factories and procuring production equipment.
4} Difficulty in developing customers.
5) Difficulty in procuring raw materials.
6) Difficulty in developing production technology.
7) Difficulty in securing employees.
8) Harassment from related organizations.

9) Others
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16. Please select one of the following degrees of your present satisfaction compared with your expectation
at the time start-up, and encircle the applicable nuinber.
1) I am very satisfied.
2y I am somewhat satisfied.
3) I am somewhat unsatisfied.
4) T am very unsatisfied.
5) Self-achievement.
6) Income
7) My own time.

8) Overall evaluation.

111 Obstacles to Business Expansion

17. At what levels were your sales and profit in 1999, compared with your projection?

(Sales) (Profit)
1) Much greater sales than projected. 1 §]
2) Slightly greater sales than projected. 2) S 2)
3) Almost the same levels of sales as projected. 3) )
4) Slightly smaller sales than projected. 4) 4)
5) Much smaller sales than projected. 3) 5)
6) Others. 6) 6)
7y My business has not started up yet. 7 7

18. What are the reasons for greater profits than projected?
1) The scale of the domestic market has greatly expanded.
2) We have been able to make products with great competitiveness.
3) Competitors' influence has weakened.
4) The price of our products has risen.
3} The price of raw materials has declined.
6) We have tried to reduce production cost.
7) Our exports have increased.

8) Others

19. What are the reasons for smaller profits than projected?

1) The scale of the domestic market has become smaller.
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20.

21.

22.

23.

2) The competitiveness of our products has declined.
3) Competition with other companics has intensified.
43 The selling price of our products has dropped.

5) The price of raw materials has risen.

6) The production cost has risen.

7) Our exports have decreased.

8) Others

How do you want to utilize your profits?

1) We will use profits to expand the present business.
2) We will use profits to start up a new business.

3) We have no plan to use profits immediately.

4) We will divide profits among business owners.

5) We will distribute profits to employees.

6} Others

Future expansion of your business

1) We will try to expand as much as possible.
2) We will try to expand step by step.

3) We will maintain the present business scale.

4) We wish to reduce the present business scale.

5} We are considering a withdrawal from the present business.

(To those who selected 1. and 2. in 21))

Why do you want to expand the scale of your business?
1) To secure greater profits.

2} To gain economies of scale.

3) To win over competitors.

4) To demonstrate my own capability.

5) To contribute to society.

6) Others

(To those who selected 3., 4. and 5. in 21.)
Why do you want to expand the scaie of your business?

1) Because the present business is not promising.
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2) Because the expansion of business entails risks.

3) Because it is difficult to secure funds.

4) Because know-how on corporate management is insufficient.
3) Because the present profits are sufficient.

6) Because there is a risk of inviting harassment.

7 Others

IV. Qualification of Manager

24. Gender of the president
1) Male 2} Female

25. President's age
At the time of founding the business: years old

At present: years old

26. What is the academic background of the president?
1) Less than 12 years of schooling |
2) High school diploma
3) Training or associates degree
4) Bachelor's degree
5) Master degree
6) Doctorate degree
7) Others

27. For each of the following 30 items, select the most applicable judgment of your behavior or thinking.
1. I agree very much.
2. I agree somewhat.
3. I don't agree somewhat.

4.1 don't agree at all.

274



Selections

1) 1will give it a try, sink or swim.

2

3

4

2) [try to organize many kinds of information logically instead of relying on
one kind of information,

]

2

3

4

3) Twill take arisk even if I fail.

4) 1 want to accomplish an outstanding level of achievement,

5) @'want to do things in my own way.

6) [ will do anything patiently even if it takes time,

7) When a trouble occurs, [ will try to think out how to solve it in my own
way without losing time.,

Moo

| W] W)Wl

slaipials

8) [do not hesitate to adopt good views even if they are different from my
OWIL.

[y

(9]

=

9) 1always follow the procedure that is familiar to me.

10} It depends on good or bad tuck whether T will succeed or not.

11} The key to success is in my own efforts.

12) I cannot achieve my objective under such difficult situation.

13) I take my failure as an indication of my inability and give up.

14) Before I launch something, I try to collect as much information as possible.

15) 1 proceed with my plan based primarily on my own idea.

16) I try to estimate the probability of success.

17) I do many simulations to find out the best measure for the situation.

18) I decline any unreasonable request even if it comes from the best friend.

19) [ adopt others' advice and consider the business from many perspectives.

20) I check competitors and similar ideas and then work out my own plan.

21) I consider friends preferentially in making a team.,

22) I don't want to succeed at the cost of others' trust,

23) I don't want to change what has been decided once.

24) 1 cannot promptly overcome oppositions and criticisms from the people
around me.

s |t | |t |t | v ] | | |} v | o ] e | e |
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25) My failure is the result of the [ack of support from the people around me,
and therefore I am not responsible for that.

—

b

w

~

26) Once 1 start a project, 1 will carry it out.

27) I want to bet on a big hit.

28) [ eamestly try to build up personal connections,

29) Even when I fall into a complicated situation, { make my own judgment,

30) It is more important to act than just thinking.

bt ] et |t | =t | —
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28. Which ethnic group does the president belong to?
1} King
2) Ethnic (mirnority)
3) Chinese
4) Vietnamese people living abroad
- 5) Others,

29. What was the previous occupation of the president? -

1} Military 5) Foreign firm in Viet Nam

2) SOE 6) Engaged in another position in our company

3) Other governmental organization 7) Lived abroad
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30.

3t

32.

4) Other non-state-owned enterprise 8) Others

Is the president or his/her family a member of the Communist Party?

1) Yes, 2) No.

What was the occupation of the father and mother of the president?

The occupation of the father The occupation of the mother

1) Professional or technical occupation 1) Professional or technical occupation
2) Manager of a business 2) Managef of a business

3) Clerical or service worker 3) Clerical or service worker

4) Farming, hunting, fishing or forestry 4) Farming, hunting, fishing or forestry

3) Manufacturing worker 5) Manufacturing worker
6) Military 6) Military

7) No work 7) No work

8) Others 8) Others

Do you have any family members who reside overseas at present? .

1) Yes. (Country)

2} No.

V. Fund Raising

33.

278

How did you raise the funds needed to start your business? (Please circle all the answers that are

applicable.)

1) Borrowed from a state-owned bank

2) Borrowed from a private, commercial joint stock bank

3) Borrowing and investment from other firms

4) Own funds

5) Subsidies from the government

6) Borrowed from financial institutions other than banks (credit institution (credit cooperative, people's
credit fund...})

7) Borrowing or investment from relatives, friends and/or acquaintances -

8) Borrowing or investment from over-seas Vietnamese

9) Others




34.

35.

36.

37.

38.

How did you accumulate your own funds?
1) Real assets (cash __%, real estate __ %, aothers _%)
2) Financial assets (bank deposits _ %, private loans/ mutual loans _%, cash _%)

3) Others (Be specific)

Does your company have sufficient funds?
1) Surplus
2) Adequate

3) Insufficient

In what form are your company managing (investing) surplus funds?
1) Real assets (cash _%, real estate __ %, others _ %)
2) Financial assets (bank deposits __%, private loans/mutual loans _%, cash __%)

3) Others (Be specific)

In what form does your company plan to manage (invest) surplus funds?
1) Real assets (cash __ %, real estate __ %, others %)
2) Financial assets (bank deposits __%,
Long-term bank deposits with (preference loans for capital investment if commercialized _ %,
Private loans/ mutual loans _ %,
Gold investment securities if commercialized _ %,
Stock market if established __%).

3) Others (Be specific)

When a stock market is established, do you want to utilize it as a place to manage (invest) your funds?
1) Want to consider the stock market as a place for managing (investing) our funds.
2) Don't want to use the stock market.

3) Don't know.

39, Does your company receive funds from overseas Vietnamese?

1) Yes 2) No. T R

40. When you can obtain funds from overseas Vietnamese in the future, in what'form do you want-to manage

(invest) them?

1) Real assets (cash __%, real estate _%, others _%)
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41.

42.

43

44,

278

2) Financial assets (bank deposits __ %,

Long-term bank deposits with preference loans for capital investment if commercialized __%,

private loans/ mutual loans _%,
gold investment securities if commercialized __%,
stock market if established _%).

3) Others (Be specific)

In what forms is your company raising funds?
1) Internal reserves _ %.

2) (Funds from overseas Vietnamese) _ %,

3} Contributions from general partners (with unlimited liability) and friends __%

4) Private loans/ mutual loans _ %,
5) Bank deposits __%,
6) Others (Be specific)

In what forms does your company plan to raise funds?
1) Internal reserves __%.

2) (Funds from overseas Vietnamese) _ %,

3) Contributions from general partners (with unlimited liability) and friends __ %

4} Private loans/ mutual loans _ %,
5) Bank deposits _ %,
6) Others (Be specific)

. When a stock market is established, do you want to utilize it as a place to manage (invest) your funds?

1) Want to consider the stock market as a place for managing (investing) our funds.

2) Don't want to use the stock market.

3) Don't know.

As real investment, to what form do you attach importance?
1) Inventory investment

2) Equipment and machinery investment

3) Real estate investment

4) Move to an industnal park

5) Others
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45

46.

Export Activities

. What is your present export ratio?
1)0% 2) Under 20% 3) Under 40%
4y Under 60% 5) Under 80% 6) 100%

45-1. What are the percentage compositions of your export markets?
1y Japan{ %) 2) Europe{ %) HUS( %) 4) Taiwan{ %)
5) Hong Kong{ %) 6) Singapore( %) 7) Other Asia( %).

45-2. What was the average annual growth rate of your export value for the past five years?
1} Under 10% 2} Under 20% 3) Under 30%
4) Under 40% 5) Over 40%.

45-3. What is the present FOB ratio in your exports?
1) FOB 0% 2) FOB under 20% 3) FOB under 40%
4) FOB under 60% 5) FOB under 80% 6} FOB over 80%.

45-4. Do you wish an early conclusion of the Vietnamese-American trade agreement?

1) Yes 2) No.

What are constraints on your export activities? (You may choose more than one answer.)
1) The need to obtain export quotas

2) Cannot directly access overseas buyers

3) No one in the firm is proficient in English.

4) No one in the firm is proficient in clerical work for export.

5) Export regulations

6) Cumbersome red tape for exports

7 Difficulties in obtaining overseas market information

8) High tariffs

9) Others. Please specify:

10) Do not export.
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46-1. It there are any problems with respect to exports, please describe them in concrete terms.

47. How do you obtain information on export markets? (You may choose more than one answer.)
1} TV, radio
2} Newspapers, magazines (domestic)
3) Nc“}spapers, magazines (foreign)
4) Trade or specialized publications
5) Other companies in the industry
6) The Chamber of Commerce & Industry (VCCI)
7) Exhibitions and trade fairs
8) Libraries
9) Domestic exporter-maker
10) Suppliers of materials and parts
11) Government agencies (VITRADE of MOT)
12) State-owned enterprises
13} Overseas buyers
14) Domestic private exporters
15} Private technology information service firms, consulting firms

16) Others

47-1 Are you satisfied with the present availability of information on overseas markets? - -
1} Very satisfied 4) Very dissatisfied
2y More or less satisfied 5) Can't say which.
3) Rather dissatisfied

48. How do you evaluate your competitiveness in export markets?

1) Very strong 4 Poor
2) Strong 5) Very poor
3) Average 6) Don't know. T I

48-1. What country do you think will be Viet Nam's greatest export competitor in the future?
1} China 2) Indonesia 3) Thailand 4) Myanmar
5) Bangladesh 6) Cambodia/Laos 7) Others
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49.

48-2. At what average annual rate do you think your export value will grow up to 20107
1) Under 10%  2) Under 20% 3) Under 40%
4) Under 60%  5) Under 80% 6) 100%

48-3 What export ratio do you estimate for 20107
1) 0% 2) Under 20% 3) Under 40%
4) Under 60%  S) Under 80% 6) 100%.

48-4 What will be the percentage compositions of your export destinations in 20107
1} Japan( %) 2) Europe( %) HUS( %) 4) Taiwan( %)
5 ang Kong( %) 6) Singapore( %) 7) Other Asia( %).

48-5. What will be the FOB ratio in your export in 2010?
1YFOB 0 %; 2) FOB under 20%; 3) FOB under 40%;
4)FOB under 60%; 5) FOB under 80%; 6) FOB over 80%.

What kind of supporting measures for exports are necessary? Please circle up to three answers from the

list below.

. 1) Provide information on export markets

2) Provide credit information on trading partners

3) Streamline procedures for export permit and export red tape . ¢

4) Provide export credit from public financial institutions

3} Create a trade insyrance system

6) Increase transparency of export tariffs

7) Improve the agency for inspection of export products

8) Provide training on international standards for technology, etc.

9) Provide consulting services on exportts
10) Support research and development and technology development to enhance export competitiveness
11) Create one-stop centers to provide supporting services for exports.

12) Others

49-1. Please describe in concrete terms what kind of supporting measures you wish for increasing exports.
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50. Has the business exempted from the business income tax, whenever it:
1} Exported products to new market
2) Had new export product
3) Gained a large export turnover than that of previous year, or

4) Had all 3 of these above conditions

51. Custom procedures concerning cxport are:
1} Easy
2} Normal
3} Difficuit
4) Very difficult

52. Does the enterprise suffer a loss compared to SOEs due to burden of custom procedures?
1) Yes
2) No

If “Yes", please states the loss:

VII. Problems and Managerial Challenges

33. What are the problems you are facing in marketing?
1) Demand shortage
2) Slow payments from customers
3) Difficulty in advertising
4) Physical distribution to cﬁstomers
5} Regulations on sales of products
6) Regulations on and permits and licenses for marketing

7 Others

34. What are the problems you are facing with respect to production?
1} Aging of production equipment
2} Difficulties in maintenance and repairs of production equipment

‘ 3) Lack of information on production technology
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55

36.

57.

4) Shortage of supplicrs of production equipment
5) Difficulties in obtaining replacement parts
6) Difficulties in securing high-quality raw materials
7) Shortage of raw materials
8) Shortage of power supply
9) Shortage of skilled labor
10) Regulations on and permits and licenses for production

11} Others

- What are the problems associated with the procurement of raw materials and parts? (You may choose
more than one answer.)
1) Increases in domestic prices of raw materials and parts
2) Increases in import prices of raw materials and parts
3) Depletion of raw materials
4) Deterioration of the quality of raw materials and parts
3) Instability of raw materials and parts supply
6) Tariffs on imported raw materials and parts
7} Transportation of raw materials and parts
8) A shortage of funds needed for securing supplies of raw materials and parts
9) Others

What are the problems you now have in relation to your production facilities? (You may choose more
than one answer.)

1) Facilities are too small to increase production capacity.

2) Pollution problems around the plant.

3) Problems in product shipment

4) Problems in securing manpower and means of commuting

5) Problems in securing electric power and water

6) Sharp increases in land leasing charges

7} Others

Does your company have a plan for capital investment within five years?
1) Yes.
2) No.
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58.

59.

57-1. If you have a plan for capital investment, please give the detail.

(Example) Plan to move and expand the factory after three years.

57-2. What is the amount of the funds necessary for your capital investment?

000 USD

What are your problems in making capital investment? (You may choose more than one answer.)
1) Shortage of funds for capital investment

2) Difficulties in obtaining high-performance production equipment

3) Difficulties in obtaining used equipment

4} The land is too small to add capacity.

5} Difficulties in securing new site

6) Difficulties in obtaining licenses and permits for plant and equipment investment

7) Others.

What are the problems you have concerning technology development? (You may choose more than one
answer.)

1) A shortage of technology staff

2) A shortage of funds for technology development

3) A shortage of equipment for technology development

4) Difficulties in obtaining information on technology

5) Lack of places to consult regarding technological problems

6) No need for technology development ..

Ty Others

60. What item below best describes your assessment of your present-business? -
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1) Successful.
2) Somewhat successful.
3) Unsuccessful.

4) Somewhat unsuccessful,



61. What are your present management problems? Please circle all the answers that are applicable.

1) Constraints on fund-raising
2) Shortages of raw materials and parts
3) Aging of equipment
4) Inadequacy of distribution networks
3) Shortage of technological know-how
6) Competition with ¢ther firms in the industry
7) Stagnation of the product area
8) Shortage of skilled labor
9) Overall shortage of labor

10} Shortage of electric power supply

11} Inadequate means of ransportation

12) Others

13) No problems

62. Is there any possibility that your company changes its corporate form?
1) Yes.
2) No.

62-1 If there is such possibility, what form do you have in mind?
1) Owner-managed company.
2) Partnership. 7
3) Enterprise with limited liability.

4) Joint stock company with limited liability.

62-2 Why do you choose the above form?
1) Manager can be employed.
2) It is advantageous in raising funds.
3) It is helpful in diversifying business operations. -
4) It is helpful in expanding the scale of business.

5) Others _




VIII. Needs of Support

63. Are you a member of groups of commerce and industry or industrial associations?
1) Yes.
2) We would like to, but there are no appropriate organizations.

3) Don't want to,

63-1. If "yes,"” which organizations do you belong to?
1} VCCI (Vietnamese Chamber of Commerce and Industry)
2} VICOOPSME (Central Council of Cooperatives union and Small & Medium Enterprises of Viet
.Nam) '
3) UAIC(Union Asscciation of Industry and Commerce)

4) Trade associations—Names:

5) Regional association of employers—Names:

6) Other organizations (Association of Women Entrepreneurs, etc.)—

Names:

63-2. What are the benefits you expect from your participation in various groﬁps of commerce and industry?
1) Obtain various information
2) Will make it easier to make requests to the government, etc.
3) More opportunities to attend seminars
4) Possibilities of joint undertaking in production and marketing
5) Possibility of joint ownership of plant and equipment

6) Others: Please specify:

63-3. Do you evaluate the present commerce and industry organizations, positively or negatively?

(VCCI) (VICOOPSME) (UAIC) -
1) Highly positive. D 1) : 1)
2) Relatively positive. 2) : 2) P))
3) Relatively negative 3 . 3) 3
4) Negative. 4) 4) 4
5) Don't know. 5 5 5)
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64. Last year, how many times the government officials visited your firm per month? (The average number

of visits per month)

times

65. Last year, how much money did you spend as informal payments to government officials?

{in 1,000 VND)

66. Do you know that a new Business Law has been enacted?
1} Yes, [ know the content of the law very well.
2) Yes, I know the law has been enacted, but I don't know about its content.

3) No.

66-1. (To the companies that started up before December 1999)
Do you think that it is advantageous to register before the enactment of the New Enterprise Law?
1) Yes.
2) No.
3) Don't know.

66-2. (To the companies that started up after January 2000)
Do you think that it is advantageous to register after the enactment of the New Enterprise Law?
1) Yes.
2) No,
3) Don't know.

67. Do you know Law on domestic investment promotion?
1) No
2) Yes. Have you acceded to the prcferchcr:s provided by this law? Yes/No

68. What kind of supporting measures do you wish for private enterprises? Please circle up to five answers
from the list below.
1) Creation of industrial pérks for plant relocation and expansion
2) Easing of regulations on plant and equipment investment

3) Enhancement of the government's investment promotion system
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4) Expansion of bank lending
5) Financial assistance to exports
6) Easing of regulations on exports
7) Provide overseas information
8) Technology guidance and consultation
9) Creation of educational institutions for engineers, technicians, etc.
10) Provide technology information
11) Provide information on management
12) Create opportunities for education and training in business management
13) Create opportunities for education and training in technology development
14) Tax incentives, exemption and reduction
15) Enact relevant laws
16) Streamline administrative procedures
17) Improve transportation infrastructure, such as roads, ports and harbors
18} Stable supply of electric power
19) Improve water supply systems and sewerage
20) Support the creation of industry associations
21) Provide information on various supporting measures

22y Others

68-1.Please describe in concrete terms the supporting measures you wish.
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L. #E L, SRS, AEAOFESZENED SN 1999 I0HITR—T 2 il
Business Association of Overseas Vietnamese (BAOV) M3, R—F 3 AR
LZASMSBAIE S, 20001 Rz AL &, BGIZLDHEORMANRD SN, Fi, AN
VO L & R OME RS SBGORnRUE S E s, BEO BRSSP K
Fac@EL TR, AT T b LAEHZEZNHD, 20004F 2 FHZRAEL A B KB
(NGUYEN DUY NIEN) BHiO&ETH S, 7235, HO CHI MINH Political Academy (Rupedtir
BREES ODr. Vinhiz&d, %, Buifid, BT, BEOEEI2WMNITEMNT 50 ORI
CIHOMATHWAEDZIETH >,

2) {ERBEBOBER

(a) TEREEMAD S
BEBSOH A, OO BERBIGI0HT A, FMIBFA. AFFUTA 7522307
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(F14) EXREBREOSNET

Anaheim-Santa Ana (Orange County), CA | 71,8260 | Seattle, WA 12,621
Los Angeles-Long Beach, CA 62,568 | San Francisco, CA 12,448
San Jose, CA 54,218 | Dallas, TX 11,521
Houston, TX 33,039 | New Orleans, LA 11,419
Washington, D.C. area 23,413 | Bernardine, CA 11,320
San Diego, CA 21,118 | Sacrament, CA 10,651
Orkland, CA | 16,732 | Philadelphia, PA 10,416

({E'#1) U.S. Census Bureau, October 1, 1998

(b) AR
- RO KE AL LL’\’C%( FRENE S, B THD,

(R15) EFRRLLER

P RO AL 22.4% - 95.3%
M FLTOAN 51.2% 58. 4%
KFFHEFLULEOAO C 23.90% ' 42. 2%
WmifaEo Al - - 86. 6% _ 93. 6%
IR 75, 000 RILEL B AL 16. 4% 24.9%

(BAD LS. Census Bureau, October 1. 1998
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BEXEERHL TWANT LRV RO 82 5% 17%

(HAT) Mr. Nguven Quang Yinh, Chief of FX Control Division, State Bark of Vietnam
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4—4

Entreprencurship in Viet Nam and Promotion of the Private Sector:
Some Judgments from a Survey

Nguyen Dinh Tai

Central Institute for Economic Management

This short paper highlights some issues related to entrepreneurship in Viet Nam and provides some findings

and remarks drawn from the results of the recent sutvey conducted by CIEM with JICA's support.
1. Outline of the surveyed firms

The survey has studied 452 businesses of Viet Nam's private sector.

- 0Of452 finms 153 limited liability companies (34%), 127 private enterprises (28%), 76 non-agricultural
cooperatives (17%}, 54 business houscholds (12%), and 42 shareholding companies (9%).

- - 284 (63%) from 452 surveyed firms are located in the South of Viet Nam and the remaining 168
(37%) have sieges in the North. This proportion, to a certain extent, reflects current "economic power"
of the 2 main regions of the country. .

- With regard to labor size, 0f 432 firms having reported the number of laborers 184 firms (43%) have
less than 30 laborers, 131 (30%) have from 30 to 99, and 117 (27%) have over 100 laborers.

- Among 452 studied firms 197 (43.6%) are established before 1996, 207 (45.8%) were registered
between 1996 and 1999. and the remaining 48 (10.6%) have just been registered in 2000 under the
Enterprise Law.

- The 452 private firms in study have covered 510 industries, i.e. many private firms run simultaneously
2 or more industries. This work focuses on 14 most popular industries in terms of share in employment

and GDP.
2. Factors affecting entrepreneurship: Findings from the survey

2.1 Motivation for the formation of the business
Perhaps, one of the most obvious expressions of entrepreneurship is motivation to create a business.
Motivations differ from a soc.ial group to another one, from region to region and even from country to
country. Thus, the answers given by the business founders of different category may help us to understand

backgrouhd for the funding of firms.
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- Among 470 firms giving answers for the question "How was your business founded", 137 firms

{29%) informed they started the business by themselves, 129 firms (27%) started the business with
other family members, 117 (25%) founded the business with friends. Others ways such as bought
the business from people other than family members (3%), bought the business from a family member
(1%), bought the business from an SOE (1%), or inherited the business from a family member (1%),

represent rare ¢ases.

- With regard to the questions relating to background for start-up or, in other words, driving force

to do business, the most interesting finding is that the wish to engage something that is helpful to
society is the biggest driving force for all forms of business (for cooperatives 40%; for limited
liability companies 30%; for business households 28%,; for shareholding companies 27%; and for
private enterprises 24%). Other 3 important motivations {of nearly same percentages) are willingness
of the managers to operate business on their own judgment; to demonstrate their capacity; or to

engage in their family business.

- As far as the reasons to choose the present product line are concerned, the survey gives the

following interesting findings:

+  Having experience in manufacturing is a key reason absolutely of businesses of all forms.
Follow it the reasons that the choice has come from traditional products, engagement of family
members, and ability to secure raw materials. Other motives such as "copied" successtul people,
on the advice of a friend, or on the advice of the local government have little impact on the
decision of managers.

+  Interms of choosing a certain industry, experience in manufacturing is the strongest motivation
{On experience rely 73% managers in cars, motorcycles&parts industry, 65% in agricultural
machinery, 50% in metal household goods, 49% in machinery&tools, 458% in plastic products).
Like the case of form of business, the advice of a friend, or the advice of the local government in

choosing the product line have insignificant influence on the decision of managers.

2.2 Problems and challenges to the private firms
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A range of factors asseciated with production, marketing and other business activities have strong

impact on entrepreunership. The survey has discovered a number of problems and managerial challenges,

which encourage or discourage the development of the PS.

- The "weakest point" of Vietnamese private managers appears to be the lack of know-how regarding
fund raising and know-how about exports. This reflects the legacy of the discouraging fund raising
mechanism and export constraints, that were pervaded in the past, rather than weakness of business

management.

- The biggest difficulty, perhaps, common for all business forms as well for alinost all -industries in



study is difficulty in developing customers. It reflects an unhappy reality in Viet Nam today, when
many domestic products cannot find customers and export markets.

Following this difficulty, private investors continue suffering difficulty in raising funds necessary
for the establishment of the firm, difficulty in securing factories and procuring production equipment,
and troublesome and time-consuming registration procedures.

On the question "How did you raise the fund needed to start your business?, 314 firms chose the
answer "Own funds"; 163 firms borrowed from credit institutions including state-owned banks (96
cases), commercial joint-stock banks (51 cases) and non-bank credit institutions (16 cases); and 281
had to use informal sources such as borrowing or investment from relatives, friends, acquaintances,
over-seas Vietnamese and others (according to the survey, 19 firms receive funds from overseas
Vietnamese). The results of the survey have reconfirmed the fact that there exists a weak relation
between private enterprises and commercial banks, in other words, enterprises of the private sector
get insignificant access to basic services of the bank.

It is to note that some industries which are considered as key or driving branches (agricultural
machinery, machinery & tools, cars & motorcyies, electrical products, shipbuilding, or computer
software) hardly acceded to investment credit from banks.

A good finding concerning the fund raising matter is the fact that the informal financial market is
the "main supporter” for private investors in their starting-up. The founders of cooperatives were
those who depended on this market for help at most (46%), next, shareholding companies (43%]},
then limited liability companies (37%), and lastly private enterprises (29%) and business households
(29%).

On the simple and straight question "Does your company have sufficient funds?, great majority
of firms (69%) have given the "well-known" answer "Insufficient”, the most serious state of fund
insufficiency (72.2%) is recorded in "big" firms, Just remaining 31% informed they had surplus or
adequate funds.

Less difficuit, but still burdensome is harassment from related organizations in establishing the
business. Of 452 .ﬁnns in question 48 firms complained about harassment from local authorities.
Moreover, the degree of harassment does not change since the beginning of the economic reform
until now.

On the question what problems the firm is facing in marketing, about half of firms (49.3%) refer
to slow payments of customers, a third (33.6%) complain about demand shortage. Slow payments
have become extremely serious in electrical products&parts {78.9%), agricultural machinery (72.7%),
ceramics (69.6%), construction materials {60.8%), and plastic products (59.1%). Demand shortage
is considered a big obstacle for ceramics (50%), furniture&woodworking (40.4%), machinery&tools

(39.3%), food processing (34.5%). .
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Regarding the production problems the studied firms are facing, the most notable difficulties for
all business forms are old, backward production equipment; shortage of skilled labor, and lack of
information on production technology. Old equipiment has become more serious in small and very
small firms,

They are too small facilities to increase production capacity; difficulties in securing manpower
and means of commuting; difficulties in securing electric power and water; and sharp increases in
land leasing charges.

A permanent problem for almost all private firms is the problem in making capital investment.
Three "classic" difficulties they are facing are shortage of funds for capital investment; the land too
small to add capacity; and difficulty in securing new site. The survey has reconfirmed the above
impediments which many other studied have found. It is to say, the sharpest demand in solving
these problems comes from big firms operating in agricultural machinery, machinery&tools, food
processing, clothing, and export companies.

As far as the problems concerning technology development are concerned, all questions put to
the investigated firms deserve paying great attention. A shortage of funds for technology development
is problem No.1, next, a shortage of technology staff, and further, go shortage of equipment for
technology development, difficulties in obtaining information on technology, lack of places to consult
regarding technological problems.

Regarding the present managerial problems, the order of difficulty ranked according to 1086
opinions, is as follows: constraints on ﬁmd raising (245); competition with other firms in the industry
(217); shortage of skilled labor (139); aging of equipment (112); inadequacy of distribution networks
(98); stagnation of the product area (52); shortage of raw materials and parts (49); shortage of
technological know-how {42); shortage of electric power supply (35); inadequate means of
transportation (28); overall shortage of labor (12).

Export is considered by majority of experts as an important indication of entrepreneurship. An
export expansion may mean some improvement of enirepreneurship, and on the bomréry, an export
contraction says about deterioration of it. The different "rumors” about constraints on export activities
have been revised by the survey. It appears, the heaviest constraint among 9 constraints questioned
by the survey is difficulties in obtaining overseas market information (1 12 cases); the second "huge
burden” is impossibility to directly access overseas buyers (108 cases); further in decreasing order
of difficuity, are the need to obtain export quotas (59), cumbersome red tape for exports (51), no
proficient people in clerical work for export (36), complicated export regulations (28), no proficient
people in English (25), high tariffs (17). From this feedback, one can see how important is more
openness and quicker integration of the national economy to the world's economy, if the country

wants to carry out successfully the export-oriented strategy.



The manners in which private businesses obtain information on export markets are worth thinking
about. Absolute majority of export firms obtain export information mostly from TV, radio, newspapers
and domestic magazines, that are regarded to be not "professional sources". 104 firms get information
from exhibitions and trade fairs, 93 from The Chamber of Commerce&Industry (VCCI). Other
sources such as trade or specialized publications; foreign newspapers, magazines; other companies
in the same industry; domestic exporter-makers; suppliers of materials&parts; overseas buyers are
quite useful for firms. SOEs, private technology information service firms and consulting firms,
that are regarded key information providers in the market economy, unfortunately, play a very modest
role in providing export market information.

Competitiveness is the first concern of all who are interested in prosperity of country's economy,
especially competitiveness in export markets play a decisive role in the economic development. On
the question "How do you evaluate your competitiveness in export markets?" just 9.5% (32/336
answerers) firms believe their products are competitive or strongly competitive; 47% (158/336)
evaluate their competitiveness at average level; 24.2% (81/336) consider their competitiveness poor
or very poor; and the remaining 18.8% even cannot define the degree of their competitiveness.
Larger percentages of poor and very poor competitiveness have been recorded in cars&motorcycles
(45.45%); shipbuilding {40%), plastic machinery&tools (36.8%); products {33.3%); software
{33.3%). In others words, competitiveness seems to be poor in those industries that require higher
technology. The above figures reflect a reality that majority of Vietnamese private finmns are still not
ready to compete foreign partners, once Viet Nam joints more regionalization and globalization. Tt
is worth noting, that competition now has become one of the biggest problems not only for big
firms, but also for small ones, and demand of skilled labor is the sharpest for the private individual
enterprises rather than for the private companies.

Viet Nam has committed to meet all requirements imposed by AFTA in the year 2003. One of the
"headache” questions for Vietnamese policymakers is what impact will be happen in Viet Nam
industries after the reduction of import tariffs in AFTA implemented in 3 coming years. The result
of the survey shows virtual worries of majority of private businessmen: about 3 thirds of firms
suppose there will be hard domestic competition with import finished goods from ASEAN; 68 firms
expect sirengthening export competitiveness with reduction of import tariff for materials; few firms
share the opinion that no impact due to strong domestic competitiveness or due to weak relationship
in import and export with ASEAN.

It is interesting to know whom the business managers ask to advise when they have troubles in
their business. From the answers given by the managers one can see that in such circumstances
about 40% of them ask friends in the same business to advise, 27.9% go to consultants', 19.2%

consult friends coming from the same province., and 18.8% address to staffs of the business support
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organizations such as VCCI or business associations. A very small number of firms lock for professors,
staffs of the SOEs, or staffs of government (4.6%, 3.8%, and 5.3% respectively) to get advises from

them. This reality reflects not high trust of these groups to the business world.

2.3 Qualification and business spirit of Vietnamese managers

312

"How do the managers cope or intend to cope with difficulties and challenges they are facing" is an

important question to be studied. Below are some interesting findings saying about entrepreneurship of

Vietnamese private businessmen,

With regard to profit utilization, 350/452 firms (77.4%) have confirmed they would use profits to
expand the present business, of which 71/81 firms from food processing, 43/50 firms from furniture
& woodworking, 10/12 firms from leather, 20/23 from metal household goods, all 11/11 firms from
agricultural machinery, 21/23 firms from machinery&tools, 21/23 firms from cars, motorcycles &
parts. It is very good news.

With regard to future expansion of business, majority of firms (380 firms) intend to expand as
much as possible or step by step. Only 12 cases want to reduce the present business scale and 13
cases are considering a withdrawal from the present business. The latter is occurring mainly in
construction materials industry, furniture& woodworking and machinery&tools, especially in the
small firms. The fact that many private firms wish to expand their business reflects partly arising
entreprencurship at present in Viet Nam.

The reasons why businessmen want to expand the scale of their business must have discovered
their virtual motives to do business. The.y are, first of all, to contribute to society {34%), next, to
secure greater profits (29%), to gain economies of scale (14%), to demonstrate their own capacity
{13%). To win over competitors is the motive of just 31 managers (5%). The above figures speak a
lot about characteristics of Vietnamese businessmen, of which social reconigntion is thought to be
the most important for them.

For those who do not want to expand the scale of the present business, the main explanations are
because of difficulties to secure funds (42%), because it entails risks (20%), and because the present
business is not promising (19%). Other reasons such as insufficiency of know-how on corporate
management, insufficiency of the present profits, or risk of inviting harassment are not so much
influencing.

More than half of managers (299) accept totally or partly to take a risk even if fails. But about the
third of questioned businessmen (133), a significant number, do not agree somewhat or do not
agree at all to take risks.

Majority of managers (297) do not agree with the opinion that it depends on good or bad luck

whether they will succeed or not. This may express to a certain extent self-confidence of the private



businessmen in Viet Nam at present. However, still not a small number of businessmen (140) consider
their business a "game of hazards".

Absolute majority of managers (420) suppose the key to success is in their own efforts. This fact
says a lot about some improvement of entreprencurship in Viet Nam private sector.

The stock market is widely recognized as one of the most efficient forms of fund management.
However, it is met not very "warmly" by Vietnamese managers at the moment, 42% (175/417)
managers do not want to use the stock market as a place to invest their funds, 38% (159/417)
hesitate to use it (they answered they did not know), and only 20% (83/417) want to do it.

The definition of the role of the informal credit market in Viet Nam may be an important finding
provided by the survey. Over the question "Which forms does the enterprise borrow in informal
credit market?" the replies are interesting: 177 firms have borrowed from family members, relatives,
friends, of which 96 {54.2%) bored interest rate from 0.0-1.01%; 75 firms paid from 1.01 to 3.0%
(from 2 to 6 times greater compared to interest rate of the bank); and even 6 cases had to pay more
than 3%.

Deferred-payment, borrowing from trading partners and borrowing from employees are the
important forms for firms: 34 firms often use the deferred-payment form with interest rate equal to
or under 1.0%; 13 others must pay interest rate at over |.0%, of which 4 firms pay even over 5%; 33
* firms borrow from trading partners of which 10 firms borrow at from 1.01 to 3.0%; 24 firms managed
to borrow from their employees at not high interest rate (18 cases at no more 1%, 6 others at no
more 3%).

Other forms such as borrowing from an association, group (veteran group, female group,..) or
playing "hui, ho" are being used by a number of firms, but not very popular: 20 firms declared they
used the former form; 10 firms take part in "hui, ho”, of which 8 firms play at rate under 3.01% the
other two accept over 5%.

All these figures plus the data analyzed above reconfirm the fact that the informal credit market
but not formal one has had decisive contribution to the development of Viet Nam private sector.

In order to receive loans, as a rule, private firms have to meet requirements imposed by the
lenders. It is to note, that among 4 kinds of requirement, trust has proved to be the most prevalent
(179 cases or 56%), less prevalent but quite frequent is collateral (93 cases or 29%). Guarantee by
a third party, mortgage and other kinds have been used just by unimportant number of firms. This
fact may point out that "the rule of game' in the informal credit market is more favorable and "more

agreeable" than the rule in the formal one.
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3. Needs to support

To grow, the firm needs not only support vis-a-vis material resources or production factors, but also

institutional support, in particular, it needs a transparent and favorable legal framework for its activities.

It is strange, however, till September 2000, the titme the questionnaires were distributed, after 9
months the Law came into effect, 22 questioned managers did not know that this new Law had been
enacted; 30 managers just heard about it but did not know about its content. This evidence explains
again the informational support must be the first thing the Government has to provide with.

The situation is worse with the Law on domestic investment promotion. 26.8% of the questioned
managers do not know the existence of this Law, although it was enacted in June 1994 and amended in
May 1998. And among those who know the Law, only half of them (147) has acceded to the preferences
provided by this law. If taking into account that all firms exporting over 30% of their output belong to

the beneficiary-object, we can see that many investigated export firms have missed the benefits of the

Law.

The essence of the survey is to know what kind of supporting imeasures private businesses wish to get, 21

tailored measures were offered to the firms. The survey gives us a global image on their needs in decreasing

order of importance.

Among the supporting measures that got over 100 opinions, the measure No.One is tax incentives,
exemption and reduction (277 opinions); _

Expansion of bank lending is at the second place (246 opinions);

Enact relevant laws is No. Three (189);

Next, streamline administrative procedure (161);

Enbhancement of the government's investment promotion system (155);

Provide overseas information (135);

Creation of industrial parks for plan relocation and expansion (108);

Financial assistance to exports (106).

All the above listed measures belong to the "policy frame" covered by the Government", or in other words,

it is the Government who is responsible for implementing such measures to promote the development of the

private sector.

The second group of important supporting measures consists of:
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Stable supply of electric power (88);

Creation of opportunities for education and training in business management (87);
Easing of regulations on exports {86);

Easing of regulations on plant and equipment investment (79);

Providing technology information (77);



- Providing information on various supporting measures (75).
This second group of measures is again under responsibility of the Governmient or more exactly of the line
ministries.
The last group covers such measures like:
- lmprevement of transportation infrastructure (67);
- Technology guidance and consultation (603;
- Creation of educational institutions for engincers, technicians (60);
- Providing information on management {54);
- Support of the creation of industry associations (41);
- Creation of opportunities for education and training in technology development (29);
- Improvement of water supply systems and sewerage (28).
The implementation of the supporting measures of the last group needs the engagement not only of
government agencies but also the network of consulting companies.
Like some other surveys conducted in the past, this survey has suggested a number of supporting measures

for exports to be opted for by the firms. 11 supporting export measures assessed by the firms that have been

ranked in the following order of importance:
- Provide information on export markets;
- Streamline procedures for export permit and export red tape;
- Provide credit information on trading partners;

- Support research and development and technology development to enhance export competitiveness;

- Provide export credit from public financial institutions;

- Create one-stop centers to provide supporting services for exports; provide consulting services on
exports;

- Improve the agency for inspection of export products;

Provide training on international standards for technology;
- Increase transparency of export taritfs; and create a trade insurance system.

The assessment has given again an important message to all who are responsible for export promotion that
the private firms need first and first of all not export credit lending or capital support but information on
export markets, on trading partners and simplification of export procedures. Among the export procedures,
custom procedures are recognized to be the most crucial for the export environment. The assessments by the
firms on Viet Nam's custom procedures concerning exports inform us that over half of the answerers are

dissatisfied or even very dissastisfied with the current custom procedures,
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