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Abstract

Which are the main reasons that there are not more Scandinavian companies established in
Vietnam?
 
Since the beginning of 1990, Vietnam has had one of the fastest growing economies in the world.
This economic growth is attracting foreign investors to the country. In spite of positive economic
figures, the amount of Scandinavian companies established in Vietnam is low. The purpose of
this thesis is to identify some risk factors as well as opportunities for Scandinavian companies
operating in Vietnam. This will be carried out from a national point of view. The objective is to
be able to inquire if Vietnam is an attractive country for Scandinavian companies. Furthermore,
we wish to contribute with valuable information for Scandinavian companies that consider
establishing their business within the country. With help from Ehrengren’s BERA model and
Miller’s Framework we have investigated different areas in the companies’ surroundings. These
areas are for example: political, infrastructure, government and clients. By studying them, it is
possible to see how the different areas are affecting the companies. Above this, we have used a
specific culture definition as well as an article, touching the same field, to further illuminate the
subject. 

The thesis is a case-study with a qualitative approach. Methodologically our work is based upon
18 open personal interviews with different people in managing positions working for
Scandinavian companies in Vietnam. The interviews were conducted during a five weeks stay in
Vietnam in November and December 2005.

There are many reasons why there are not more Scandinavian companies established in Vietnam.
In this thesis we have come to the conclusion that the two major difficulties seem to be the
widely spread corruption and the lack of infrastructure. Above this we have identified other
factors that have or have had a negative impact on companies’ decisions on starting up businesses
in Vietnam. Among those factors can be mentioned: shortcomings in the law, lack of national
financing and different prerequisites for different companies. The country is not well adapted to
its current needs, still tilting between being a market driven economy and a socialistic centrally
planned economy. However, the situation for the time being might be attractive for some
companies, depending on size and industry. There are different scenarios for Vietnam in the
future, where the WTO-membership, China and India, the political stability and more open
policies will play a decisive role.  
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1 Introduction 

In this chapter, we intend to explain what we will investigate in this thesis. With the starting point
from the background along with a short problem discussion, we wish to put our research
question in its context. Furthermore, we will present the aim of our study. Above this, we will
bring up delimitations and essential terms we will use. Finally, the outline of the thesis will be
presented.
         
1.1 Background

During the past few decades large changes have taken place in the Vietnamese society. After the
Vietnamese/American war, the previously divided country was united into one. The consequence
of the war was a wounded country where no long-term investments in industry were made, and
the infrastructure was destroyed. However, under the constant rule of the Communist Party a
reform was carried out in 1986, which lead to Doi Moi. Doi Moi signified an economic
development, moving from a planned economy to a more market orientated economy. (Carlson,
B.K, 2000)

Since the beginning of 1990, Vietnam has had one of the fastest growing economies in the world.
With its over 80 million inhabitants, Vietnam is the 13th richest country regarding population, and
in pace with increased growth the Vietnamese purchasing power is increasing. (Exportrådet,
2005) One can see a similar development in the rest of Asia, especially in China and India. Like
in China, Vietnam’s communist party has opened its borders to the rest of the world and
encouraged capitalism. (Carlson, B.K, 2000). This economic growth is attracting foreign
investors to the countries, something that also might be beneficial for the host country in terms of
knowledge spillovers and work opportunities. This foreign invested sector has dramatically
increased Vietnam’s export earnings. The sector accounted for at least fifty four percent of
Vietnam’s total export value in 2004, from a mere four percent in 1991. (Vietnam Economic
News, 2005) 
   
The increase of investments is affected by a growing national consumption and increasing foreign
direct investments. A lot has been done to improve this development: the customs and tax-
systems have been simplified, investment opportunities have been opened and national financing
sources have been made more accessible. In spite of this, the industrial partners underline that
there are still a lot of barriers that have a restraining influence on the economic development:
corruption, disregard for the law, preferential treatment of state-owned companies, bureaucracy,
limitations in labour legislation, and difficulties in acquiring property. (Sveriges Ambassad,
2005)
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1.2 Problem discussion 

Scandinavian trade with Vietnam is limited, compared to the Scandinavian trade with other Asian
countries. For example, the trade with Japan, China and Taiwan is much larger than the trade
with Vietnam, and the export from Thailand and Malaysia is much bigger. Sweden, for example
accounts for 0.003 percent of Vietnam’s export and import in total, although it increases every
year. The export increased by 16 percent in year 2002, compared with the year before. The export
mainly consists of telecommunication equipment but also of machines, paper pulp and steel.
(Sveriges Ambassad, 2005) According to a study that has been made by the Swedish Trade
Council, there is a great potential for Swedish export and investments in Vietnam. But to be able
to establish a business abroad, the business environment has to be more or less reliable. At
present, there are many key economic indicators in Vietnam showing that it is a feasible country
to invest in, for example high Gross domestic product per capita growth (GDP) (World
Development Report, 2005) and low labour costs (China View, 2005)

Despite this, there are still a lot of factors that are uncertain, for example the infrastructure and
observance of the laws. If the business environment had been less uncertain, the amount of
Scandinavian companies established in Vietnam might have been higher. (Exportrådet, 2005) 

In the beginning of our research, we presumed that the amount of Scandinavian companies
established in Vietnam would be higher than we later realised. As for today, there are 106
Scandinavian companies operating in Vietnam (Hjortlund, P; Hagen, M; Le, H; 2005). Key
economic indicators for Vietnam are pointing upwards, and the country is one of the fastest
growing in Asia, measured by GDP growth (World Development Report, 2005) 

1.3 Research question

In spite of positive economic figures, there seems to be a lack of interest for Vietnam among
Scandinavian companies.

Which are the main reasons that there are not more Scandinavian companies established in
Vietnam?

1.4 Aim of the thesis

The objective of our thesis is to identify some risk factors as well as opportunities in the
surroundings of the enterprises. This will be carried out from a national point of view. The
purpose of this is to be able to inquire if Vietnam is an attractive country for Scandinavian
companies. Furthermore, we wish to contribute with valuable information for Scandinavian
companies that consider establishing their business within the country.
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1.5 Delimitations

This thesis is limited in many respects. First of all, we have made no differences between the
Scandinavian countries. We have treated them as one unit, although the Swedish respondents are
in majority. We have not been able to meet all Scandinavian companies. Out of the companies we
have met, they have all been situated in Hanoi or HCMC, although we are aware of companies in
other regions. Another limitation is in the theoretical part, where we have chosen certain parts of
the models, which we have found to be of interest for this thesis. We are aware of the fact that
there are numerous factors which are influencing a foreign company when establishing in a
developing country. However, paying regard to all these factors would be too extensive, why we
have chosen two theories, which we consider cover the most essential parts of our study. 
  
1.6 Essentials terms

• Doi Moi - A political and economical reform which started in 1986. This involved a
change from a Marxist- Leninist ideology mixed with nationalism towards an ideology
founded on Ho Chi Minh’s thoughts about a growth encourage politic. (Exportrådet,
2005)

• FDI - Foreign Direct Investment
• Risk - The unpredictability of corporate outcome variables. The risk factors do not

include industry or firm-specific variables, instead they refers to cross-industrial factors
affecting the business context. (Miller, 1992).

• Uncertainty - Unpredictability of environmental or organizational variables that impact
corporate performance, or the inadequacy of information about these variables. These
uncertainties tend to increase the risk because of the difficulties of predicting the
corporate outcome. (Miller, 1992) 

• Joint Venture - A contractual agreement joining together two or more parties for the
purpose of executing a particular business undertaking. All parties agree to share in the
profits and losses of the enterprise. (Investor words, 2006)

• Representative Office - A representative office is not a legal entity and cannot engage in
direct business activities, such as executing contracts, making or receiving direct
payments, and buying or selling goods. These offices can however, promote and
demonstrate products and services, engage advertising agencies, identify and assess
buyers, and open showrooms. (China-ASEAN business net, 2006) 

• SOE – State owned enterprises
• HCMC – Ho Chi Minh City

1.7 The outline of the thesis

In the first chapter, the background introduces the problem. The problem and the purpose
originate from the background. In the second chapter, the method of research is presented. In the
third chapter, we give a brief presentation about the country in the country context. The fourth
chapter consists of the frame of reference, the theoretical framework, on which the study is
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based. Chapter five presents the empirical findings. In chapter six, the frame of references and
the empirical findings serve as the base for the analysis. In the seventh chapter, we give a
summary of the study and conclusions are drawn. In last chapter, eight, final thoughts on the
study and implications for further research are given. 
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2 Method 

In this chapter we aim to illuminate what methodology we intend to use in the thesis. The chapter
also contains an explanation of how we have conducted relevant information for our study and in
how the sample is done. Continuously, we will discuss the quality and possible shortages and
ultimately the mode of procedure when we treated our empirical findings.  

2.1 Choice of method

With the study as a starting-point, we have tried to gather the scientific and methodological
approaches in relation to each other, in order to find a perspective that is relevant to this study.
 
2.1.1 Scientific approach

Since the subject we intended to study was rather unknown to both of us, it was difficult to come
up with any presumptions. Through interpretation and understanding of what the persons we
interviewed had to tell us, our intention was to come closer to a result. Therefore it felt natural to
use a hermeneutic approach, when doing the study.

Normally when writing scientific papers, one uses either the positivistic or the hermeneutic
approach. (Patel, R.1994). The positivistic approach seeks precise and realistic answers to what is
being studied. The hermeneutic approach seeks to understand and interpret. The purpose of the
hermeneutic interpretation is to gain a valid and common understanding of a discourse or an act.
(Kvale, S.1997).

2.1.1.1 The Hermeneutic approach

The hermeneutic understanding might be compared to an insight, which occurs when we try to
reach a deeper understanding – the hermeneutic understanding. Language and dialogues between
people are very important, one interpret through the language. When doing this interpretation,
one might get in contact with one’s own pre-understanding. Pre-understanding is created by
earlier learning and senses. (Gustavsson, 2004) When doing our interpretations, we might be
forced to re-value our pre-understanding. If this is something that is not done, our interpretations
might be coloured by our pre- understandings. Another very important part when describing the
hermeneutic approach is the comprehension in its context. (Gilje, Grimen, 2003) This is
something that is most important when dealing with cultures not similar to ours. One has to put
every part in its right connection to make sense.

Gerhard Radnitzky has developed the hermeneutic circle to the hermeneutic spiral. This model
shows the linkage between the part and the whole, but also how the understanding is increasing
after time. This model also emphasises the pre-understanding, which is supported by earlier
experience, theory and empirical. (Radnitzky, 1970)
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The hermeneutic spiral felt relevant to us when studying this subject. We did not know much
about this subject from the beginning, why it felt appropriate to oscillate from part to the whole
supported by empirical and the theory. Another important part with the hermeneutic approach is
the focus of understanding in its context and its interpretations, two traits that are central when
dealing with interviews with people from cultures different from ours.        

2.2 The collection of data

Since one part of the study is conducted in Sweden and the other part in Vietnam, we have used
different methods when acquiring relevant data.

2.2.1 Research Method 

This thesis is based on case-studies of different people that we have met and discussed with in
Vietnam. The choice of performing a qualitative study is motivated by the fact that we did not
know very much about this field or the problem from the beginning. As Gummesson also states
“Case-study research is above all used to understand phenomena, that are totally or partly
unknown, and that contains a large quantity of variables and connections that thereby makes it
more complex” (Gummesson, 2004). The variables and connections in this case are above all the
cultural factors that are totally new to us. 

The research in Vietnam was conducted by open personal interviews with both Scandinavians
and Vietnamese. The interviews might also be seen as dialogues, as the discussions were circling
openly around the topics. The objective with interviews is to survey the objective reality (Sverke,
2004). We also believed that it would be more useful for this study to meet the respondents in
person, to be able to read out personal expressions that would not appear if the questions were
sent to the respondents. Our intention was to let one of us carry on the conversation, while the
other took notes. We also used a Mini Disc recorder to be able to focus more on other expressions
than what was said, but also to be able to go back if we were missing something. One of the
interviews was conducted by email, since the respondent was not in Vietnam at the time. Another
interview was conducted by phone, of the same reason as above. 

Before leaving Sweden we contacted the respondents by mail, asking them if it was possible to
meet them for an interview in Vietnam. If we got a positive response, we sent a questionnaire
covering the topics that we wanted to discuss. The point of sending out the questionnaire
beforehand was to prepare the respondents a little bit. Since we would only have a short time
with each and one of them, we wanted the respondents to be as prepared as possible. Our
intention was to acquire a deeper understanding through interviews. Therefore the qualitative
approach came very naturally. As Sverke says” The quantitative research reduces qualitative
aspects to figures to be able to differentiate between the research-objectives.” (Sverke, 2004). To
us, it would have been very hard to quantify the answers we conducted from the respondents, nor
was this the purpose.  

After conducting the interviews, we collected the responses by sorting them under the different
headlines in the theory. In this way, we were able to obtain a complete picture of what the
respondents had answered on each question. In case there were any unclear points regarding the
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answers, we tried to discuss this between ourselves, and if necessary, re-contact the respondents
for further explanations. The responses of those taking part in this thesis, served as a base for the
review. In the review, quotations were used in order to bring out nuances and to give the reader
the possibility to interpret the text.  Above this, we have collected secondary data from
newspapers and the Internet in order to illuminate central parts.
 
2.2.2 Practical collection of Data

Before leaving Sweden, we went through a number of articles and books about Vietnam and the
Vietnamese society. We were also in contact with people that had been in the country, both as
tourists and former students, who had conducted similar studies as we were about to do.

Above this we attended different courses that were relevant to the subject being studied. This was
not only to obtain useful information, but also to come in contact with useful concepts and
literature.  

A great deal of information was also obtained from libraries, especially from Stockholm
University library, and from the Internet. Information regarding Asia and developing questions
was found at a large extent at the Sida library. 

2.2.3 Selection

To be able to find respondents relevant to our study, we contacted the Swedish Trade of Council
in Vietnam. They sent us a list of Swedish companies established in Vietnam, and by further
search on the Internet we also found a homepage where all Scandinavian companies were
collected. Above this, we also got in contact with people through the Swedish Trade of Council
and through personal contacts, which indirectly had knowledge of this subject and therefore
would be interesting to talk to. In the beginning we intended to investigate only Swedish firms.
Yet, we realised that there were quite a limited number of Swedish firms established in Vietnam.
Consequently we decided to increase the selection to include firms from Denmark and Norway.
This decision was based on our presumptions that Scandinavian countries have similar cultures
and other conditions regarding business establishment abroad. Consequently, we mailed all
companies on the Swedish list and all companies with an email address at the Scandinavian list.
We resent our inquiries about three times to the ones that did not answer the first time, and in the
end we obtained a sample of 15 respondents, which was about half of the selection we contacted
initially. 

When we arrived in Vietnam, we contacted the companies one last time and succeeded in
receiving a couple of more interviews. Eventually, we ended up with 18 interviews, as we had a
naturally falling off of a couple of persons. The respondents were all in management positions.
For one of the companies the situation was different, they used to have an office in Vietnam but
is no longer situated there. We chose to interview them, since we thought this would bring light
to our research question. 

We have done a systematic sample, which is described as a sample that is used when it is not
possible to haphazardous pull a sample, but when the aim is to find a sample that might represent
the whole population. (Sverke, 2004) By interviewing the ones we have been in contact with, we
hope we have covered everything that we aimed to study in this research.  
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2.3 Quality

When talking about the quality of a scientific paper, one often refers to the validity and
reliability. Validity is normally described as the correspondence between theoretic definition and
an operational indicator; the absence of systematic errors and those we are investigating what we
aim to investigate. Reliability is signified as the absence of random or unsystematic errors.
(Esaiasson, 2003)

Regarding the reliability in this thesis, there are several factors which might have significance.
The cultural dimension is one of them. When conducting interviews in other cultures, there might
arise misunderstandings due to cultural differences; Vietnamese are often seen as polite and they
might, because of politeness, tell us something else than what we were really are asking for.
Another part is that the respondents are all in managing positions, which is possible to have
caused a one-sided account to the perspective. A majority of the respondents came from
multinational companies and might face different risks and opportunities in a new market than
smaller companies. Not all the respondents were in Vietnam during the establishing phase, why it
is possible that they have a distorted picture of this phase. Even those respondents being in
Vietnam when establishing might have difficulties in remembering all facts, which might be due
to the time factor. There were a limited number of respondents and the ones responding might not
be representative for the whole population, since they chose themselves to take part in this study.
We only interviewed one Norwegian company, why it might be misleading that the thesis is
about Scandinavian companies. The reliability could also be affected due to absent interviewees
and therefore missed information. Many of the respondents did not have any opinion about the
financial part, and did not therefore have any comments regarding this question. Finally, it can be
mentioned that a great part of the secondary data collected is a couple of years old, which is due
to the scarcity of new statistical information from developing countries. 

Regarding validity, one might ask if the theories cover all important parts and also if the
respondents were appropriate for this study. 
 
Although we have only interviewed 18 companies, we believe that our results are representative
for all the Scandinavian companies established in Vietnam. This since the share is sufficient,
compared to the total amount of Scandinavian companies in the country. Furthermore, we
consider the Scandinavian countries to be relatively homogenous, and therefore we are able to
draw common conclusions.  

2.4 Implementation of the theory

We have chosen three different theories, which we consider cover both the national and the
project environment and thereby the field we intend to study. These theories have been modified
and combined, hoping it will help us further in our research.
We have categorised the empirical findings from Ehrengren’s BERA model and Miller’s
framework. From Ehrengren, we have used the following headlines from the Project
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Environment: Ownership, Suppliers, Customers, Banks (Financing), Employees,
Competitors and Authorities. From Miller, we have used the headlines: Political, Social,
Government. Miller’s Government Policy uncertainty also covers theories about the
infrastructure. Since this part is important for the study, we have chosen to put it under its own
headline; Infrastructure. Miller’s Macroeconomic uncertainty is covered under the headline
Government. Furthermore, in the Culture part, we have used essential culture definitions as
theoretical base. The analyse starts with a section where we describe the different establishment
phases for the studied companies, named Establishment.

       Figure 1. Miller’s and Ehrengren’s models implemented in this thesis.
        The figure shows what can be found under each headline.

2.5 What alternative method could have been used

When applying for this scholarship we were aware that we could be forced to do the study from
Sweden, if we would not receive the scholarship. In one way, this would have been a problem.
By email and telephone we could have conducted a qualitative study either in person (telephone)
or by sending out questionnaires to all participants. As Dillman points out, it is very important
when sending out surveys to pre-warn about, distribute to and to remind the respondents about
the survey (Dillman, 2000). From what we have experienced from just emailing the respondents

Theory Headline Content
Miller:
Political Political Corruption, After Doi Moi

Government policy
and
Macroeconomic

Government

Custom and tax system,
Governmental regulation regarding
foreign enterprises, The
government

Government policy Technology/
Infrastructure Infrastructure

Social Social factors Social gaps

Ehrengren:

Ownership Ownership
Different business forms,
Representative office, Joint
ventures, 100 % foreign owned

Suppliers Suppliers Local suppliers

Customers Clients Geographical diffusion, Private and
public clients, Distribution

Banks Financing Local financing, Scandinavian
financial funds

Employees Employees Employees, Education,
Employment regulations

Competitors Competitors Competitors

Authorities Public authority Public authority, Location
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to try to arrange interviews, it would probably be much more difficult to get them to answer a
survey. Another problem with conducting the study from Sweden would have been a probability
of missing all unspoken messages, which we might reveal when doing the interviews in person.    
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3 Country Context

In this chapter we aim to give a short presentation of Vietnam which will, together with the
empirical part and the theory serve as a base for the analysis. The five topics in this chapter are;
history, politic, economy, education and religion.
  
3.1 History

Vietnam has had its present shape since the beginning of the 19th century. The French started
their colonisation of the country in 1858 under the pretext of giving the catholic missionaries
protection. A few years later the country was consolidated with the French colonies Laos and
Cambodia, and Indochina was founded.

During the Second World War, Vietnam was occupied by the Japanese. However, by the end of
the war, the nationalistic party of Viet Minh took over the control of a great part of the country.
On September 2, 1945, the Democratic republic of Vietnam was called out by Ho Chi Minh. In
spite of this, the French stayed in the country until 1954, when the country was temporary
divided in North and South Vietnam until the first general elections were going to be held. The
southern part was yet supported by the Americans that feared a communistic tenancy. In 1961 the
Vietnam War was a fact and it lasted until 1975. The year after, the two parts was united and the
Socialistic Republic of Vietnam was founded. 

After recurrent conflicts with the Pol Pot regime in Cambodia, Vietnam invaded the country in
1978. As China was the Red Khmers most important ally, they reacted on the invasion by
invading the northern parts of Vietnam. As a consequence of the Vietnamese appearance in
Cambodia, the country became more and more isolated from the rest of the world. Their only ally
was the Soviet Union, with which they entered into COMECON1. For a long time there was a
deadlock, but in the end of the 1980s, Vietnam started giving up the country. As a result of this
Vietnam became elected to ASEAN in 1995 and in the same year the diplomatic relations with
the US was re-established. 

Due to several years of recession, in 1986, the general party decided that the system had to be
redrafted. The change in politic lead to the implementation of Doi Moi, which was a development
towards a more market oriented economy, something that lead to a strong economical growth
during the 1990s. (Exportrådet, 2005)

                                                
1 COMECON – the Council for Mutual Economic Assistance – the Eastern bloc equivalent to the European Union
(Lonely Planet, 2001)
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3.2 Politics

The state power belongs to the people and the people exercise power through the National
Assembly and the People’s Council. The National Assembly is the people’s highest
representative agency and highest organ of state power. It decides the country’s socio-economic
development, national finance and monetary and foreign policy. In spite of this, the political
power belongs to the only allowed party, the Communist Party, which is the leading force of the
state and the society. The president of Vietnam is named Tran Duc Luong and the Prime Minister
Vu Khuoan. (Daniel, 2004). Questioning the Party’s power is still taboo, something that is
supported by the constitution that says: “the Communist party is still the leading force of the
State and the Society”. The regime’s exercise of power is justified by the people’s basic needs,
country-stability and independence. In spite of this, the National Assembly is active and is not
afraid of criticizing the Party and demand for actions against corruption and bureaucracy.  

Since the implementation of Doi Moi in 1986, Vietnam prosecutes an active external policy, with
the membership in ASEAN, objective of becoming part of the WTO in 2006 and an aim of a
membership in the Security Council 2008-2009. Above this, the country endeavours to create
good relations with all other countries. Their relation with China has improved, and the country
serves very much as a model to Vietnam when it comes to the implementation of a market
economy and at the same time keeping the one party system. Vietnam’s relations with the
countries in Southeast Asia are very good and the collaboration in ASEAN is very important to
Vietnam. Above this, their relations to the US and EU are considered very important.   

The implementation of Doi Moi has lead to a decrease in poverty and a strong economic growth.
Yet, at the same time as people starting to become better-off, the criticism towards the State and
the Party is increasing. (Exportrådet, 2005)    

3.3 Economy

Since Doi Moi in 1986 the Vietnamese economy has exhibited remarkable development and
change. During the period 1994-2003 the economy grew on the average of 7, 5 % per year. The
export as well as foreign products, technology and investment capital have played an important
role in the modernization of the economy (Kokko, 1997). The growth within the agriculture,
service and industry sector is strong driving forces for the economy. 

The SOEs still dominates the economy. It stands for 40 % of the GDP, but only 10 % of the
employment. The domestic private sector, which is dominated by influential political persons, has
increased at a rapid pace, especially since the approval of the Enterprise law in year 2000.

The macroeconomical development has been stable since the middle of the 1990. Tariffs and
other taxes on foreign trade still stands for a big part of the public incomes, but tax revenue, the
introducing of  value-added tax, oil revenues and aid has kept the deficit of the Estimates down to
2,9 % of GDP in 2004. During the recent years, the inflation has increased, but is still on a
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reasonable level. The balance of trade has shown a substantial deficiency, but this has been
compensated by a surplus in the balance of capital (something that can be ascribed to the inflow
of direct investments, aid and transactions from abroad).

Vietnam has come a long way in the transition from planned economy to market economy but the
process is not finished, and new reforms are implemented continuously. The definitive standpoint
for international integration and acknowledgement of the domestic private sector is important
events during recent years. However, the reform of the central government administration,
especially among the SOEs and the bank system, is slow. The new Enterprise law has played an
important role, but there are still obstacles for private companies. The bureaucracy is extensive
and is in favour for the state owned companies. Also, the employers often lack knowledge about
the opportunities that has given rise to from the new policy. The bank sector is dominated by four
banks, which all have problems with loans given to state owned companies. The banks still
mainly give loans to state owned companies. To create an effective credit market, is one of the
most important reforms.

Vietnam has ambitious plans for its future economical development, with a continuous growth of
7 % per year. (Exportrådet, 2005)

Country
GNI/Capita
(99/02/03)
Current $

GNI/Capita
(02/rank02/03)

PPP $

GDP
Growth

(99/02/03)
Annual %

FDI
Millions

of dollars
(02)

Inflation
Rate  (03)
Annual

%
China 780/960/ 1,100 4,520 (125)

4,990
7.1 / 8.0 /

9.1
49,308 1.2

India 440/ 470/ 530 2,650 (146)
2,880

7.1 / 4.6 /
8.0

3030 3.8

Thailand 2,000/ 2,000/
2,190

6,890 (88)
7,450

4.4 /5.4
/6.7

900 1.8

Vietnam 360/ 430/ 480 2,300 (151)
2,490

4.8 / 7.0 /
7.2

1400 3.1

              Figure 2. Key economic indicators for a number of Asian countries.  (World Development
                 Report, 2005)

3.4 Education

Education is an important part of the Vietnamese society. The education and training sector is
large and is a highly valued and respected activity in society, present in almost every village and
touches virtually every family. There are almost 18 million students in the education system.
(Kelly, 2000)

Government spending on education and training grew rapidly during the 1990's and in 1995
education and training's share was about 12 percent or about 3.5% of GDP of the overall
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discretionary State budget. The structure of the education system is five years of primary
education (grades 1-5) followed by four years of lower secondary (grades 6-9), and three years of
upper secondary (grades 10-12). Higher education programs last between two and six years.
(Kelly, 2000) In school-year 1999/2000, Primary Education which is compulsory was attended
by 96, 3% of the population in school-age. The same year, Secondary Education, which is not
compulsory, had an attendance of 61, 4%. (Daniel, 2004)

Higher education in Vietnam is similar to that of the former Soviet Union with a multiplicity of
small mono-disciplinary institutions with limited linkage between teaching and research. The
present structures and procedures have been inherited from the era of central planning. Between
1993 and 1995, total higher education enrolments grew by 117% (from 162,000 to 354,000).
(Kelly, 2000). Today, there are 123 universities and colleges of higher education in the country.
(Daniel, 2004) 

Despite high overall literacy (94%) and high enrolments in Vietnam today, and despite relatively
small differences in access to education among males and females, wide regional differences
exist. The mountainous Northern Province, for example, has a reported literacy rate of only 49
percent, and in this province there are twice as many literate men as women. School participation
rates remain lower in the mountainous areas of Vietnam's North and Central Zones, and in the
Mekong Delta Region, particularly for girls. (Kelly, 2000) 

3.5 Religion

The religious belief of the common Vietnamese is a synthesis of the three traditional religions
Buddhism, Confucianism and Taoism, which have been coexisting peacefully for centuries in
Vietnam. 

According to Buddhism, the human being was born into this world to suffer. The cause of
suffering is the craving for wealth, fame, and power that necessarily brings about frustration and
disappointment. In order to be free from suffering, a person must suppress its ultimate cause:
craving. 

Confucianism advocates a code of social behaviour that a person ought to observe so as to live in
harmony with society and attain happiness in his individual life. There is little concern about
death, the world beyond, and spiritual feelings in this religion. According to Confucianism a
person is born with an essentially good nature which becomes corrupted in his contact with
society. In order to keep harmony in the nation and happiness in the family, a person must
observe the three basic relationships between sovereign and subject, father and son, and husband
and wife. On the national level the basic virtue is loyalty to the sovereign, and on the family
level, the basic virtue is filial piety. The ritual expression of filial piety is ancestor worship.

Taoism is a philosophy of harmony between two persons and between a person and the nature.
To achieve this state of harmony, all forms of confrontation should be avoided. The virtues of
simplicity, patience, and self-contentment must be observed. By non-action and keeping away
from human strife and cravings, a person can reach harmony with himself, other people, and the
universe. 
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Christianity does not play a major role in the culture of Vietnam. It was introduced into Vietnam
rather late, in the second half of the sixteenth century, by European missionaries. Today there are
about three million Christians in Vietnam, most of them Catholics. (Geocities, 2005)
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4 Frame of reference

The study is based on theories concerning country risk assessment. For this we used models by
Miller (1992) and Ehrengren (1986) as a base. The models consider the risk factors a company is
exposed to when establishing in a foreign market, emphasizing the risks of a developing country.
We have also chosen an article from Khanna et al, since we find that this article illuminates the
two former models in a good way. Finally, we define the term culture, since it is a very central
part for our study. 

4.1 General environmental uncertainties

Miller (1992) has composed a framework for categorizing the uncertainties that firms operating
internationally could face. This framework is categorized in three different levels: General
environmental, Industry and Firm-specific. We intend to use the General environmental level
which corresponds to factors that affect the business context across industries. This level contains
Political uncertainties, Government policy uncertainties, Macroeconomic uncertainties,
Social uncertainties and Natural uncertainties. 

Below follows a presentation of the different uncertainties within the general environment level. 

4.1.1 Political uncertainties

Political uncertainties include issues such as war, democratic changes in government, revolution,
coup d’état and other political turmoil. This kind of uncertainties is in general associated with
comprehensive changes in political regimes. Political change might mean opportunities or threats
in response to changes in the political environment.

4.1.2 Government Policy uncertainties

The basis for separating the political and policy uncertainty dimension lies in the observation that
changes in governments do not necessarily result in government policy changes. Government
policy uncertainties include fiscal and monetary reforms, price controls, trade restrictions,
nationalization, government regulation, barriers to earnings repatriation and inadequate provision
of public services. Even if no reform takes place in the present, the international firm still has to
be aware of the fact that reforms might occur in the future and consider it as possible outcome at
all times. Another area of policy risk is the role of government policy in the provision of public
goods. Inadequate provisions of public services by SOEs or publicly regulated industries such as
transportation or communication have serious negative implications for private sector
productivity. Firms operating in the reforming centrally planned economies and in less-developed
countries frequently encounter uncertainties due to the lack of dependable public utility,
communication, and transportation infrastructure.
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4.1.3 Macroeconomic uncertainties

Macroeconomic uncertainties are associated with fluctuations in prices and economic activities.
Price fluctuations may take the form of general price inflation or movements in the relative prices
of inputs (such as raw materials or labor) and consumer goods. Other uncertainty movements can
be in foreign exchange rates, interest rates and terms of trade. 

4.1.4 Social uncertainties

Social uncertainties have its foundation in the citizens’ beliefs, values and attitudes when these
are not reflected in the government policies or the business environment. Social uncertainty can
be a precursor to political and policy uncertainty. Factors such as changing social concerns, social
unrest, riots and demonstration are included. When there is an obvious discrepancy between the
citizens’ values and the values imposed by the governing power, there might be difficulties in
predicting the actions of the population. 

4.1.5 Natural uncertainties

The natural uncertainties dimension includes natural phenomena, which have an impact on
economic output. This could be variations in rainfall, hurricanes, earthquakes or other natural
disasters. Natural uncertainty is most clearly evident in the agricultural sector, but can also affect
numerous business functions and decrease the productive capacity of firms operating in an
affected region. These uncertainties are difficult to predict and avoid, but might still be of great
importance to some companies.

4.2 Business Environment Risk Assessment

Ehrengren (1986) presents the Business Environment Risk Assessment-model (BERA), which
focuses on the product investment in developing countries. In this model, Ehrengren refers to the
risk inventory step where he suggests that there are three different risk environments: the
international environment, the national environment, and the project environment. The
international and national environments have the same sub risk areas: social/cultural,
political/legal, economic and technological/infrastructural factors. The project environment
focuses on the actors in the environment. These are: owners, suppliers, customers, banks,
employees, competitors and government.

Since the international and national environment to a large extent corresponds to Miller’s
framework, we aim to focus on the risk factors in the project environment. 

4.2.1 Project Environment

Below follows a summary of the risk factors considered of importance in every area of the
project environment.
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4.2.1.1 Ownership

It has become more common that authorities require local partial ownership. Furthermore, many
developing countries have developed special regulations to facilitate and control the development
in this direction. This could, for example, be more beneficial tax regulation. 

A problem within this context is to distinguish between ownership and control. Most companies
are interested in a spread when it comes to ownership, but not regarding influence and control.
With the parent company in another country and with a foreign manager for the operation, there
is a potential risk that the production unit in the developing country is not permitted to increase in
growth and market shares, something the local stakeholders and politicians are interested in. 
A kind of partial ownership which has become a more common requirement in international
context is a joint venture. This means that the company is owned by more than one organization.
Often, the company is formed with a local private or state owned organization to work within a
specific area or within certain, in advance, given frames.

4.2.1.2 Suppliers

A market potential which is more or less inaccessible due to trade restriction, is often the reason
to a product investment in a developing country. In practice, these restrictions result in foreign
companies forced to use the local suppliers. The development of the line of subcontractors often
makes demands on the investing company in the shape of investments in education, equipment
and long-term purchase obligations. It will also involve a risk if there is only one supplier and
they get very dependent of the company.

4.2.1.3 Customers

From time to time campaigns exist in many emerging markets to persuade people to buy more
products produced within the country. It might be both time consuming and result in high costs to
get over a low status or bad image for locally produced products. In addition to that, the product
must often change to suit the taste and condition in the country. To achieve this, the producer
might have to use local technology and local raw materials.

In the majority of developing countries there might be hard for companies to find skilled market
research firms to inform them reliably about customers and their preferences. 

4.2.1.4 Banks

An investor often wants to finance an investment locally, to the greatest possible extent. This is to
get a local character. It also reduces the risks to get nationalized, expropriated and of involvement
from authorities. The local capital market in some developing countries is quite poorly
developed, if it at all exists. Sometimes the rates can be very high for multinational companies;
this is to counteract local borrowings by these companies. The development has moved towards
an increasing number of International bodies (as for example the World Bank and Asian
Development Bank) that gives loans and assistance to publicly guaranteed projects.
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4.2.1.5 Employees

An investment in a foreign country often demands a local effort in form of labour. But there
might be restrictions within this area. The fact that a country has high unemployment does not
necessarily mean that the specific labour the company requires is available. To solve this with
different educational efforts and temporary immigrated work force, result in different types of
risks within the company.

Another aspect to consider within this area is the role of trade unions within the country. 
A problem and thus a risk, is the immobility of the labour. Multinational companies are used to
restructures and geographical changes within the organization, something that is rather
impossible in many developing countries, partly due to strong family relations.

4.2.1.6 Competitors

Companies that have “price discussions” or form offer cartels, expose themselves for a great risk
to get a reaction from the authorities. Hence, a product investment that implies a market strategy
based on a cartel or on a monopoly situation is exposed to a great risk.

Taking the competitors response to a product investment as a starting point, Thunell (1977) stated
in an investigation that, the reaction is partly determined by the market and partly by the
competitors’ diversification. It is a higher probability that the competitor will follow the bigger
market or market growth, and the lower degree of diversification.

4.2.1.7 Authorities

The authorities’ possibility to affect an investment project can be very high. Some of the most
common methods to affect is for example to take over property (with or without compensation),
to introduce restrictions within both the production line as well as the market line. Another
possible restriction measure is to worsen the conditions for ownership and accommodation for the
foreign labour.

One way to reduce the risks within this area is to establish a particular function within the
organization, which will be responsible for the contact with the authorities.

4.3 Strategies that fit emerging markets

Many multinational corporations are struggling to develop successful strategies in emerging
markets. T. Khanna et al. (2005) argue in their article “Strategies that fit emerging markets” that
part of the problem is the absence of specialised intermediaries, regulatory systems, and contract-
enforcing mechanisms in emerging markets that hampers the implementation of globalisation
strategies. Companies in developed countries usually take for granted the critical role that "soft"
infrastructure plays in the execution of their business models in their home markets. But that
infrastructure is often underdeveloped or absent in emerging markets. 

It is important to understand why companies often target the wrong countries or use inappropriate
globalisation strategies. Many corporations enter new lands because of senior managers’ personal
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experiences, family ties, gut feelings, or anecdotal evidence. Others follow key customers or
rivals into emerging markets; the herd instinct is strong among multinationals. 

Companies that choose new markets systematically often use tools like country portfolio analysis
and political risk assessment, which chiefly focus on the potential profits from doing business in
developing countries but leave out essential information about the soft infrastructures there.
When a company is about to estimate a nation’s potential they usually analyse its GDP and per
capita income growth rates, its population composition and growth rates, and its exchange rates
and purchasing power parity indices (past, present, and projected). To complete the picture,
managers consider the nation's standing on the World Economic Forum's Global
Competitiveness Index, the World Bank's governance indicators, and Transparency
International’s corruption ratings; its weight in emerging market funds investments, and,
perhaps, forecasts of its next political transition. Such composite indices are no doubt useful, but
companies should use them as the basis for drawing up strategies only when their home bases and
target countries have comparable institutional contexts. For example, the United States and the
United Kingdom have similar product, capital, and labour markets, with networks of skilled
intermediaries and strong regulatory systems.

4.3.1 How to Map Institutional Contexts

In this article, the authors come up with the Five Contexts Framework, which helps executives
map the institutional contexts of any country. When choosing strategies executives need to figure
out how the product, labour, and capital markets work - and do not work - in their target
countries. This will help them understand the differences between home markets and those in
developing countries. In addition, each country’s social and political milieu-as well as the manner
in which it has opened up to the outside world - shapes those markets, and companies must
consider those factors, too. This framework has been developed, since many multinational
corporations look at either the macro factors (the degree of openness and the socio-political
atmosphere) or some of the market factors, but few pay attention to both. 

4.3.1.1 Political and Social Systems

Every country’s political system affects its product, labour, and capital markets. In socialist
societies like China, for instance, workers cannot form independent trade unions in the labour
market, which affects wage levels. Executives would do well to identify a country’s power
centres, such as its bureaucracy, media, and civil society. Managers must also determine how
decentralized the political system is, if the government is subject to oversight, and whether
bureaucrats and politicians are independent from one another. Companies should gauge the level
of actual trust among the population as opposed to enforced trust. For instance, if people believe
companies will not vanish with their savings, firms may be able to raise money locally sooner
rather than later. 

4.3.1.2 Openness

Executives often talk about the need for economies to be open because they believe it is best to
enter countries that welcome direct investment by multinational corporations – although
companies can get into countries that do not allow foreign investment by entering into joint
ventures or by licensing local partners. Still, they must remember that the concept of "open" can
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be deceptive. For example, executives believe that China is an open economy because the
government welcomes foreign investment but that India is a relatively closed economy because
of the cool reception the Indian government gives multinationals. However, India has been open
to ideas from the West, and people have always been able to travel freely in and out of the
country, whereas for decades, the Chinese government did not allow its citizens to travel abroad
freely, and it still does not allow many ideas to cross its borders. Consequently, while it may be
true that multinational companies can invest in China more easily than they can in India,
managers in India are more inclined to be market oriented and globally aware than managers are
in China. The more open a country's economy, the more likely it is that global intermediaries will
be allowed to operate there. Multinationals, therefore, will find it easier to function in markets
that are more open because they can use the services of both the global and local intermediaries. 

4.3.1.3 Product Markets

Developing countries have opened up their markets and grown rapidly during the past decade, but
companies still struggle to get reliable information about consumers, especially those with low
incomes. Developing a consumer finance business is tough, for example, because the data
sources and credit histories that firms draw on in the West do not exist in emerging markets.
Market research and advertising are in their infancy in developing countries, and it is difficult to
find the deep databases on consumption patterns that allow companies to segment consumers in
more-developed markets. Because of a lack of consumer courts and advocacy groups in
developing nations, many people feel they are at the mercy of big companies. 

4.3.1.4 Labour Markets

In spite of emerging markets’ large populations, multinationals have trouble recruiting manager
and other skilled workers because the quality of talent is hard to ascertain. There are relatively
few search firms and recruiting agencies in low-income countries. The high-quality firms that do
exist focus on top-level searches, so companies must put a lot of effort in identifying middle-level
managers, engineers, or floor supervisors. 

4.3.1.5 Capital Markets

The capital and financial markets in developing countries are basic. Apart from a few stock
exchanges and government-appointed regulators, there are not many reliable in intermediaries
like credit-rating agencies, investment analysts, merchant bankers, or venture capital firms.
Multinationals can not count on raising debt or equity capital locally to finance their operations.
Like investors, creditors do not have access to accurate information on companies. Corporate
governance is also notoriously poor in emerging markets. Transnational companies, therefore,
can not trust their partners to adhere to local laws and joint venture agreements. In fact, since
capitalism thrives in developing countries, multinationals can not assume that the profit motive
alone is what is driving local firms. Several executives argue that industry structure, such as the
degree of competition, should also influence companies' strategies.
 
The authors argue that the companies have three distinct choices: They can adapt their business
model to countries while keeping their core value propositions constant, they can try to change
the contexts, or they can stay out of countries where adapting strategies may be uneconomical or
impractical.
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4.4 Definition of Culture

Culture is defined as everything that people think and do as members of the society. Culture can
be studied from different perspectives. We have chosen the National and Regional perspective.
According to Bjerke, Culture is basic values, norms and assumptions which are mainly non
conscious and which have developed interactively. (Fang, 2005). Culture, with its stories, values,
rituals and ceremonies, might be subsumed under the common term practises, which may be
specific for different national and organisational cultures. In turn, practises might also be
exchangeable between cultures. In today’s global environment, cultural practise can be seen as
something that is possible to change, with the basic values as one important exception. (Lind,
2005)
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5 Empirical findings

Below, we will present a summary of the interviews we have conducted in Vietnam. The summary
will be categorised under fourteen headlines, which later on in the research will be served as the
basis of the analysis. One of the companies that we interviewed is no longer based in Vietnam,
why we have chosen to put this under an independent headline.
 
5.1 Establishment

Most of the Scandinavian companies started looking at the
Vietnamese market after Doi Moi (1986), but did not start entering the
market until the early middle of the 1990’s. Some of the larger
multinational companies approached Vietnam by building up a
relationship with the country from a neighbouring country, such as
Singapore or Thailand. The reason for entering the Vietnamese market
differed depending on industry. As for the companies that are selling
in Vietnam, they saw a potential market, with 80 millions people. One
smaller exporting company in retailing business mentioned that they
compared economic figures for different countries in the region before
establishing. They found Vietnam to be most feasible to have their
production in. Regarding the big multinational companies, they
describe the importance of being represented in countries world-wide.  

The process when establishing, if you are a smaller company is that
you contact the local authorities in the region you wish to operate in.
Regarding larger companies, they have to go through a higher instance
at national level, the Ministry of Planning. In the early 1990’s the
process was very time-consuming and difficult. It could take several
months to get a license, and was also very costly. One respondent
from a smaller manufacturing company mentioned a sum of 500 000
USD to get a license. As for today, the system has been simplified;
you can receive a license within a day, and the companies do not have
to pay tax within the first 1-2 years. Yet, even here you may find some
differences between industries and regions. As one Scandinavian
consultant states: “It is much easier to get a license if you lay your
production here.” Since the government is very keen on attracting
FDI to the country, they have made the conditions for establishment
more alike for local and foreign companies.

1986 Doi Moi

1991 Maersk Line
1992 Norske Veritas
                Schmidt
1993 Atlas Copco

Carlsberg
                Ericsson
1994 Tetra Pak
1995 Alfa Laval
               Corporation

agreement
with EU
Full member
of ASEAN

1996 Member of
AFTA
IKEA
Danfoss

1997 Terraco
1998 Full member-

ship of APEC
2000        Sweco
                Short CutPartners
2002 Trade agreement

With USA
2004       DK Engineering
2006 Membership
               of WTO ?

Figure 3. Time axis
showing the years of
establishment for the
companies as well as
important occurrences
for Vietnam.
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The respondent from the smaller retailing business stresses the importance of being represented
in the country, if you would like to have production here. The communication is very hard to do
via email and telephone, why you need to be close to your sub-contractors. There are a lot of
misunderstandings, and it is very important to follow up, to be sure that everything is well done.
It is also important to solve problems immediately.

5.2 Ownership
5.1.2 Different business forms

The first companies to establish in Vietnam started up their businesses as Representative Offices
or as Joint Ventures with a local partner. As the majority of the local companies were state-
owned in those days, the joint ventures were mostly foreign/state-owned companies. The reason
for choosing either of these two business forms were that they were the easiest and in some cases
the only way, to enter the Vietnamese market. The government did not however, insist on partial
ownership and nowadays, it seems to be easier to choose any kind of business form. Many new
companies chose to be 100% foreign owned. Nevertheless, there are still great differences
depending on what kind of industry you are operating in.

5.2.1 Representative office

Representative office is the most common business form among the Scandinavian companies. By
being a representative office, the company can not do any sales or sign any contracts.
They are only allowed to deal with marketing and act as an intermediary between the clients and
the supplier. The supplier in this case, is the parent company, often situated in a neighbouring
country. In this way the transaction of money goes directly to the parent company from the
clients. In theory the system might look complicated, but in practice most of the companies
reckon that being a representative office is more or less similar to a regular office.

5.2.2 Joint ventures

As for the companies that are in joint ventures, the ownership is corresponding to the share of the
joint venture. One respondent from a multinational brewery mentions the profit re-investment as
one of the problems with this kind of business form. He says that the Vietnamese are more
interested in using the profit for their own salaries, while the Westerners are more future-minded
and want to re-invest the money in the company. Another respondent from a multinational
manufacturing company (which has been established in the country for a long period) tells that
the company thought the joint venture would be profitable for them, since they could get favours
from the local partner. Gradually they have come to understand that this was not the case. Joint
venture, as a business form, is less common today. There are two reasons for this, one being that
the business form itself is not very favourable to the company and whereas today there are other
options, therefore the company does not have any incentive to choose this business form. The
other reason is that the government is no longer interested in supporting joint ventures. The latter
interviewee is also of the opinion that the business form is not very feasible for the local
companies, since they will not be prepared to learn and to have their own business. Something
that will be important as Vietnam is opening their market.
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5.2.3 100% foreign owned

Among those companies that established in Vietnam recently, the most common form is to be
100 % foreign owned. This business form is also frequent among companies operating within an
industry that is feasible for the country, for example shipping and medical equipment. It also
seems to be easier to start up a 100 % foreign owned company if your product is within the
service sector.

It seems not to have been any direct political demands on the companies regarding ownership,
but indirectly the government is involved by using rules and regulations, as a tool to control
foreign companies.

5.3 Suppliers

Since most of the companies do not have any production in Vietnam, and are presented as
Representative Offices, they neither use local suppliers. For the companies that do have
production within the country, they describe the situation as propitious. However, one respondent
thinks that there is a lack of entrepreneurs, which has the will to understand the business process,
among the suppliers. This might be specific for the field where the company is operating in, since
it is dealing to a great extent with mass production and not handy craft. Some interviewees also
mention that in some cases there exists lobbying to bear one to use local suppliers. This is among
others common in the oil and gas industry as well as big projects funded by the government.   

5.4 Clients

Even here, one can distinguish the companies that are exporting from the ones that are operating
on the Vietnamese market. Among those that are exporting, very few of them consider Vietnam
to be a potential market for the time being. Yet, they do not dismiss Vietnam as a future market
for their products. As one respondent from the furniture industry states: “There is not enough
people that are prepared to pay the prices for this kind of furniture, but maybe in 5- 10 years.”
All companies seem to be positive regarding the market potential and growth for their companies.  

Regarding market research, only one company (from a multinational engineering industry) used a
local firm for this purpose and was not satisfied with the result. Many companies mentioned that
they do their own market research, and a few that they use big multinational companies for this.     

5.4.1 Geographical diffusion

In Vietnam, the largest markets are found around HCMC, followed by Hanoi and around the
Danang area in the centre. This distribution is also counting for the companies that have Vietnam
as their market. The majority of the companies have at least 50% of their clients in HCMC, about
20% in Hanoi and a smaller part in Danang or elsewhere. However, this is about to change, and
more and more companies see the Hanoi and Danang areas as growing markets. Due to this,
many companies have started, or will in the near future start up, regional offices in those areas. 
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5.4.2 Private and public clients

For most of the companies, their market consists of SOE and private owned enterprises. Of the
private ones, one might find both local and international actors. It does not seem to differ,
whether the clients are local state owned or local private. One respondent from a consulting
company mentions though, that it takes longer time to get the payment from the state owned
enterprises, if you compare with the private ones. Regarding differences between local and
international clients, the majority have not mentioned this as problem. One respondent operating
in the manufacturing industry says, however, that it is easier to work with foreign owned
businesses with professional management.        

5.4.3 Distribution 

For those companies, who do not distribute their products themselves, they describe the local
distribution system as weaker than in other countries within the region. One respondent from the
furniture industry says that the distributors consist of small companies that are normally in weak
financial status. Another respondent from the packaging industry describes their distributors as
traditional retailers (such as selling from the street). 

5.5 Financing 

Most of the respondents use foreign banks, like HBCB and Citibank, to finance their investments;
therefore they do not obtain a very clear insight into the local banking system. Despite this, the
general opinion seems to be that the banking system is very bureaucratic, and that it is often very
complicated, especially for foreign companies, to get a loan. One of the reasons might be that
since the companies are foreign owned, the local banks have difficulties in checking up on them.
One of the interviewees uses banks in Denmark and Hong Kong, instead of local banks and
claims that you have to give a security for the same amount that you need to borrow. In spite of
this, the respondents see a simplification in the system, for example the transaction time is shorter
and clearer than before. As one teacher within the field of International business also states: It is
easier today to get a loan for foreign investors and to get a check credit with a small interest rate
at any of the Vietnamese banks. Another change from before is also that foreign companies can
today be listed on the Vietnamese Stock Exchange, that opened in 2000 (Abacus, 2005). A
respondent in the separator industry mentions that local government applies “limited float”
exchange rate policy. The exchange rate is based on USD, and only allows exchange rates to vary
between very small ranges. It seems like the Vietnamese consider the financial system to be
easier and more accessible, than the Scandinavians.  

Two interviewees, both from multinational companies, tell that they sometimes assist their clients
with financial help and highlight that the financing issue is to be regarded as a problem within the
country. One of them also reveals that the national financial sources are not affecting their
business directly, but indirectly. 

5.5.1 Scandinavian financial funds

Scandinavian companies in Vietnam might also be supported by either Industrialisation Fund for
Developing Countries (IFU) in Denmark, Swedfund in Sweden or Norfund in Norway. The funds
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provide advisory services, share capital participation, loans and guarantees on commercial terms
for investments in developing countries. To this can also be mentioned, the Danish
correspondence to Sida, Danida, which has an exchange programme between Danish and
Vietnamese companies. The purpose is to help Vietnam to attract FDI by assisting and giving
grants to Danish companies, when establishing businesses in the country. 

5.6 Employees

All companies have Vietnamese manpower and the number of Westerners is low. All of the
expatriates are in high positions, and most of them are here for a certain period of time. There are
different opinions regarding Vietnamese manpower. Most of the respondents agree that the
Vietnamese in general are future minded, willing to learn new things and that they learn fast.
When discussing employees, many respondents mention the word loyalty. Some respondents
consider the Vietnamese manpower to be very loyal, but the great part thinks there is a lack of
this quality, and they have big turnover rates in their companies. Some respondents think it may
affect production quality and communication. A number of respondents think that it is becoming
easier to recruit qualified manpower, while others consider it to be harder as the amount of new
companies is increasing. One respondent, from a large company that has been established in
Vietnam for a long time, mentions that: “It was very easy in the beginning to find qualified
manpower, but today it is a nightmare. People job hunt every year and the competition between
companies is extreme.” The same person tells that their company always has a 100% back up for
important positions. Salary is considered to be very important for the Vietnamese, why they tend
to change works solely to receive a higher salary. One respondent in the retailing industry
describes what he calls “mole undercover”, when a new person starts in the factory with the
intention of trying to get the employees interested in changing works. A lot of people tend to
change works around the Vietnamese New Year – the Tet Festival. Another problem with local
manpower is the lack of loyalty to the company: “The employee in general often thinks –How
can I gain money for myself. And do not feel responsibility for the company” (a respondent from
a multinational company in a joint-venture with a local state-owned company)

The Vietnamese society is very hierarchical, which might also been seen in the organisations.
One respondent from a multinational manufacturing company mentions the difficulties in finding
employees for mid-level positions, since the great vast is aiming for the high positions. Another
respondent from a finishing material company puts it: “It is still a class system, people wants to
work in offices not to be blue-collar workers”. Yet, many of the Scandinavian companies try to
implement a flat organisation structure. The strong family bond is another distinguishing
Vietnamese feature. This can cause problems in the companies; one respondent from a large
brewery mentions this to be a problem especially in the north where many people seems to be
related to each other. A consequence to this might be that they tend to stick together, and as the
same respondent puts it: “You never really win towards a Vietnamese”. The strong family bond
creates immobility among the Vietnamese.

5.6.1 Education

The majority of interviewees consider the level of University degree to be lower than in many
Western countries, although the standard of the theoretical part is considered to be high. This
might be due to that the education has a high theoretical concentration. This might be a problem
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when they go out to work since they do not know how to combine the theoretical with the
practical part. Another problem is to find English speaking manpower, but above all a
combination of skills and language knowledge. One furniture company used to recruit a lot of
linguistics, believing that they also had the qualifications for the work, which was not the case.
Today the employees are hired on the base of their capacity and put on a three months language
course in English. Some Vietnamese tend to look at the internal training as a good education and
leave after a while to another company or to start up their own business. The overall impression
is that most of the Vietnamese respondents consider the level of education to be good, while the
Scandinavian respondents think it has to be improved.

5.6.2 Employment regulations 

Not all the companies have manpower belonging to a trade union. One respondent from a large
telecommunication company describes the unions as something only existing within companies
with more than 120 employees, but on the other hand some of the smaller companies have
employees who belong to unions. However, many of the respondents highlighted that trade
unions are more important among hand workers, than among people working in offices. Strikes
are considered to occur seldom. Both the employers and the employees are protected by Labour
Code, where the rules and regulations regarding employment are defined in detail. According to
this, working hours per week is maximum 48 and child labour is prohibited. Employees are
allowed to at least 12 days of vacation and 3-4 months maternity leave. In the case of dismissal,
the company has to settle a compensation package for the employee. Local employees, working
for foreign business organisation, must sign Labour Contracts through a Government agent; these
agents manage the activities and payroll of local employees. One respondent mentions that this
law protects the employee, but that there have been adjustments due to pressure from foreign
employers. Wages for a regular worker average around 50 USD/per month, although it is lower in
north than in the south.

5.7 Competitors

Since many of the Scandinavian companies operating in Vietnam are large multinational firms
with leading positions in the world market, they have a large, sometimes the largest, market share
within their fields. In spite of this, every company can identify their competitors and believe the
amount will increase within the next years. However, the competitors vary between industries.
Some recognise big multinational companies as their biggest competitors. Others mention the
local competitors, and for the ones in service sector, the competitors are mostly SOEs. One
Swedish respondent from a furniture company tells that they have an internal competition within
the company. As for the companies exporting, they must always be aware of the competitors
performing at the markets they are exporting to. They must also be aware of other producers in
developing countries. A respondent from a smaller exporting company also mentions the fear of
the manpower leaving them for another work.  

A multinational company selling consumer products has a very favourable position for the
moment. A couple of years after their establishment, the Government closed the borders for other
international actors. Their industry is therefore protected. As a consequence, there are only two
other international actors and a number of local ones within this field. However, this might
change with the WTO-entrance.
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The majority of interviewees mention companies from Korea and Japan, as the most common
international actors performing at the Vietnamese market. Some of them even see these
companies as their biggest competitors, “this might be due to the fact that Vietnam has got strong
connections to both countries”, as one respondent from a multinational engineering company
puts it. Another country, increasing its appearance in the country is China. 

One consultant sees local under-consultants as future competitors to his business. He says: 
“The Vietnamese absorbs knowledge quickly and are almost as skilled as us, but they cost less”.      

5.8 Public authority

A general agreement is that the local authority has more power than before, as political power has
become more decentralised. As a result of this, the first contact is mostly taken with the local
authority when establishing a company. The last couple of years, the government have become
interested in spreading the economic activities all over the country, not just around the bigger
cities. One respondent, working at a university mentions the Industrial Zones, which are found
around the three main developing cities (Hanoi, HCMC and Danang). In these zones, the
companies will receive special benefits, like tax reduction during the first years.

5.8.1 Location

The companies are situated all over Vietnam, especially around Hanoi and HCMC, but they deny
that the public authority had any influence on this decision. One can yet see, that most of the
companies operating in Hanoi work towards state owned enterprises, while companies in the
south are operating within the private sector. One respondent operating in the telecommunication
business even mentions, that when you are within an industry controlled by the state, you have to
be situated in Hanoi. Another respondent, selling consumer products, even says: “it would have
been better to be located in the south, but since our partners were located in the north, we had to
locate here.” Some of the respondents even think it is easier to get approval for a licence in
Hanoi than HCMC, because of the nearness to the political power.

Neither foreign nor local companies are allowed to acquire property. All Scandinavian
respondents say however, that this does not have any impact on their business. They are renting
on long term contracts, which is in line with their businesses. Many interviewees underline the
high costs for renting properties. “The rent per square meter is higher in Hanoi than in Tokyo”
(A respondent from a telecommunication company). Even though local companies can not
acquire properties, it is easier for them to get feasible contracts.  

5.9 Political
5.9.1 Corruption

Corruption is one of the main political problems in Vietnam, which is mentioned by all
respondents. “Corruption is the big drawback for Vietnam and it permeates the whole society”
says a consultant that has been operating in Vietnam for a long time. This is also considered as



the most problematic factor for doing business in Vietnam according to World Economic Forum
Index (2004). Many believe the general small wages, to be one of the big problems with the
corruption. It is also notable that the problem is greater within the public sector than in the private
sector, why it is also more corruption in Hanoi than in HCMC. One respondent from a
multinational manufacturing company believes that the problem has increased since it is
nowadays more money in the system. “Everything has changed; 15 years ago corruption did not
exist.” At the same time others believe the situation has become better than it was before.

Some of the interviewees say, however, that the corruption is a part of the Vietnamese and Asian
so en in the country for a long time believes: “In Vietnam there
e sidered as corruption, but is due to the middle manage system.”
T derstand more about the corruption after a while in the country.

All companies have a strong policy regarding corruption
and reveal that they have lost contracts due to these
policies. In spite of this, it seems to be a very vague
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apprehension of where to draw the line. One respondent
from a large multinational company confesses that
sometimes the company needs to buy certain luxury
goods to be given to their clients, although the company
has a strict corruption policy. The company’s main
clients consist of SOEs. 

Since everything is possible and takes no time if you pay
under table, corruption is regarded as a big problem and
creates lack of productivity. Some of the respondents
believe that a WTO-entrance might solve the problems,
while a majority thinks the only solution is a more
transparent system. As for today, parts of the state
budget are not being published and there is still no law
saying that the banks need to be audit by an outsider.
One interviewee from a manufacturing company also
believes that more democracy is needed, so that people
will have the confidence to complain. 

.9.2 After Doi Moi

one of the Scandinavians that were interviewed were here before Doi Moi, but they still have
erceived great changes within the society from year to year. One person, who has been here for
5 years, says: “Now, people have colour on their clothes and there are lights in the streets”. In
ite of this, one Scandinavian respondent from a large company thinks that there is still a great

art of bureaucracy that is to be taken under consideration. A Vietnamese respondent also says
at some people in the government do not want the system to be clear. However, all Vietnamese
ention Doi Moi as a tremendous and historical change within the Vietnamese society.

Thailand 59 3,8
China 78 3,2
India 88 2,9

Vietnam 107 2,6
Indonesia 137 2,2

Figure 4. Transparency index,
CPI relates to perceptions of
corruption, ranges between 10
(highly clean) and 0 (highly
corrupt). The ranking is between
1 and 158.  (Transparency
International Corruption Perceptions
index 2005)
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5.10 Government
5.10.1 Custom and tax system

Many companies have seen a change within the custom and tax system, despite this; there are still
a lot of obstacles. A Vietnamese from a small representative office tells: “The systems have been
simplified, but as they were created for bureaucratic and corrupted practises, the changes are
obstructed by officials working with these systems”. As for the simplifications, one Vietnamese
respondent tells that there are only two types of VAT, 5% and 10%, and in the future there will
only be one, at 7%. Some respondents mention however, the difficulties when importing,
especially for foreigners. There exist three different kinds of importing taxes; import tax, VAT
and special tax. Sometimes, they occur all at the same time and it seems to be very arbitrary to
know when and how high the taxes will be. Consequently, importing products to Vietnam is a
very time consuming business. One Scandinavian interviewee from a large company says: “The
government earns quite a lot of money on the import. The tariffs are high and their argument for
this is that you can get hold of the goods in Vietnam, which is more often than not true. The
system is non-transparent and very arbitrary, but it might change with the WTO-entrance.”
Another Scandinavian respondent from a manufacturing company mentions that they have
noticed great differences when importing, depending on region. He describes the rules and
regulations and even the interpretation of the laws, to distinguish between places. He also
mentions the laws, which are changing on a continuous basis. “You often end up telling the
custom officers the present regulations.” One Scandinavian respondent who recently moved to
Vietnam believes that in the future, there might be no tax or a harmonised import tax within the
ASEAN, like in the EU.  

5.10.2 Governmental regulation regarding foreign enterprises

The government seems to have improved the rules and regulations in order to attract FDI. One of
the major improvements is the legal framework, which has been developed to be more or less the
same for foreign and local companies. The framework is not yet equal, but as one Vietnamese
respondent working with legal questions points out: “The legal framework will change, but it
takes some time before it will be implemented.” 

The government seems to have certain procedures regarding foreign enterprises, which are
operating in areas controlled by the state (such as the infrastructure). One respondent from a
telecommunication company mentions two types of contracts, BOT (Build Operations Transfer)
and BCC (Business Corporate Contract). BOT means that a foreign company will receive a
contract within an industry that is normally closed for foreign investors. They will build up the
company by investing a large amount of money and receive the revenues for 15 years. Thereafter
the contract will be given back to the government. These contracts are mainly used within the
power industry. BCC, mostly used within the telecom industry is more of a project. The foreign
company invests in the SOE, and the revenues for the company will be counted on a certain
percentage of the total revenues for the business. Even this contract, is given back to the state
after certain period of time. Another way of attracting foreign investment to the infrastructure is
to sell bonds to international investors, which is a part of the privatisation.   
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5.10.3 The government

The government is seen, by some of the interviewees, as quite unpredictable. Like a Scandinavian
respondent from a large multinational company says: “The government declared that they would
only allow 3% of the work force to be foreign, something that was later drawn back”. One
Vietnamese respondent believes that the ruling party will be changed within a couple of years,
while another Scandinavian working as a consultant thinks that the system works quite well “as
long as the party adjusts to the people and not the opposite.”  He also mentions that it does not
exist any real opposition to the ruling party. Another Scandinavian interviewee says that the
government has become better on informing, especially since the SARS when they hardly
informed at all, something that they were later being criticised for.  

5.11 Social factors
5.11.1 Social gaps

All of the interviewees, except for one (a Vietnamese), state that the social gaps have increased
within the Vietnamese society. A Vietnamese respondent says “Market-driven economy has
increased the augmented gaps in the society. There is a new class which is very rich and the gap
between rich and poor is increasing. However, the middle class also grows, in both population
and income level.” Yet, another Vietnamese respondent believes that the gaps are becoming
smaller and smaller and that it used to be worse than it is today. The respondents, who believe
that the gaps have increased, also believe that they will continue to grow in the future. They
mention the fact that 80 % of the Vietnamese population is still in agriculture in the countryside,
and can therefore not profit from the economic development. Consequently, there are great
differences between the urban areas and the country side, something that the government is aware
of, and take under consideration by creating work opportunities in the countryside.

Ten years ago there were not many opportunities to get rich; everything was controlled by the
government. Now you have a chance to do business and get wealthier. One Scandinavian
respondent selling consumer products says: “everything is improving, the Vietnamese come from
poor backgrounds and now when they have money, they tend to spend.” The same person
describes how the amount of luxury goods has increased and also that he might see some
similarities in consumer behaviour between the Russians and Vietnamese. On the other hand,
another Vietnamese respondent says that in Vietnam the level of consumption is very low,
therefore the development has to depend on governmental investments.    

“A bad thing is that a part of this gap is created from the corruption practice. The richest people
in the society are not the private business men, but are the government officials.” (Vietnamese
respondent) 

5.12 Technology/ Infrastructure

There is a general opinion that the infrastructure is one of the main problems in Vietnam. Yet,
one might see a more positive attitude among the Vietnamese, while the Scandinavians believe
there is a great lack of roads, electricity, telecom and water supplement et cetera. As a
Scandinavian respondent from a multinational company says, “The infrastructure is non-
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existing”. In spite of this, a majority hopes and thinks the infrastructure will improve in the
future. Some of the respondents mention an increased level in HCMC and Hanoi. In Hanoi, for
example, the bus system has been improved and works quite well. Another national project worth
mentioning is the Highway One that stretches from Danang to Laos, and will continue to
Thailand and Myanmar. Some people believe that Danang will be the next growth pole.  

Many respondents consider the public owning as an underlying cause of the infrastructure
problem, which has to be changed and to be done quickly. Some of the companies are in
businesses related to maintenance of the infrastructure, such as shipping and telecom. As they are
important for the infrastructure, they believe that they have derived and will derive advantages
from this.

One Scandinavian respondent, who is in the exporting business, mentions the problems with the
logistics. For example he tells that since every truck owner runs his own business, they have to
handle every transport separately, which is very time consuming. The same person mentions that
since the export from Vietnam is greater than the import, there is a shortage of container ships
from the country. Another interviewee from a small exporting company is positive and says that
the delivery time for his products is as long as in other countries and that it would be even shorter
if the import procedure would not be so time consuming. In spite of this, he adds that the freight
cost is very high.  

5.13 Culture
5.13.1 Comparison between Hanoi and HCMC

All respondents agree upon the fact that there are great differences between the north and the
south. This counts for both the people and the business climate. The market in HCMC is much
bigger and the purchasing power is stronger than in the north. The local authority is also said
being more liberal in the south, while they are more bureaucratic in the north. One Scandinavian
respondent operating in HCMC says that HCMC is easier going, while Hanoi is more about
following rules. Another Scandinavian interviewee who is situated in Hanoi points out: “Hanoi is
more political, they are more afraid of taking decisions here. Due to the political power is
situated in Hanoi, one is always looking above. There exists a political guardedness.” He also
mentions that people from Hanoi have difficulties in trusting other persons but the family.
Another respondent in the consumer business who is operating in Hanoi describes the differences
in purchasing power: “People in the north do not spend a lot, but when they spend, they buy
expensive. In the south they spend more, but they buy cheap.” He uses the metaphors Rambo and
James Bond, when describing the consumer behaviour in HCMC and Hanoi. People in HCMC
are seen as being open and well trained, and there is a greater will to set transactions, according
to some respondents. 

In spite of this, the general opinion seems to be that the southern and the northern parts are
becoming more and more alike. One respondent operating in Hanoi believes that HCMC is three
years ahead of Hanoi. One might also see different attitudes regarding the regions depending
where the respondents are situated.
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5.13.2 Comparison between Scandinavian and Vietnamese culture

Regarding Scandinavian versus Vietnamese business culture, one might reveal both differences
and similarities. The general opinion though, is that the two cultures interplay quite well, but you
have to be patient and build up a trust with the Vietnamese. “You need to spend time here, before
you understand the market” says a respondent who has lived in the country for a long time. A
difference mentioned, is that the Western culture is more objective oriented, based more on the
facts and stronger in expressing opinions, while the Vietnamese culture is based on relationships,
feelings and more reserved in expressing opinions. The same respondent says that Vietnamese is
more of short term thinkers, while Westerners think more about the future. In the Vietnamese
business organisations, the manager takes all the decisions while the employees do the
fundamental work. In Vietnam, the family bonds are also very important and many businesses are
family owned.  However, many respondents mention the similarities, and a Scandinavian
respondent mentions: “like both being small countries in the periphery and that both Swedes and
Vietnamese work a lot with consensus.” One Vietnamese says: “the differences are not very big,
it is more about a development gap”. 

Some interviewees mention that Vietnamese are very keen on working with Scandinavians,
whom they believe are kind and trustworthy. Some Swedish respondents also think that you can
benefit from being a Swede, because of the old Swedish/ Vietnamese connections, although
business decisions are rarely taken on account of this.

5.14 Interview with a company that is no longer established in Vietnam

The company (operating in the travel business) entered the country in 1993. They were
established after an inquiry from the Swedish Embassy, and were therefore able to settle up an
office within the area of the embassy in Hanoi. Before entering the country, the company made a
brief financial analysis of the market as well as used a Swedish master thesis for this purpose. 

There were three employees in the company; two Vietnamese and one Scandinavian already
living in the country. Thanks to that they could be situated at the embassy area as well as have
“local manpower” they were able to keep their costs down. In 1997, however, they chose to move
the office to a business complex in Hanoi. The company was run from this office until 2003,
when it closed down. At present, they use a local travel agency as their agent. “The competition
has gone from bad to worse and with the low price range for the time being, there is no use for us
to stay in the country.”  

Another reason for the closing of the office was that one of the Vietnamese employees had
embezzled a large amount of money. The respondent underlines that this incident is not unique
for foreign companies in Vietnam, since the corruption is widely spread. He considers the
corruption to be the biggest problem for Vietnam. Furthermore, he believes that if the country
does not set abuts with the corruption and improves the administrative system, it will have
difficulties attracting foreign companies in the future. The respondent also mentions the
infrastructure and the lack of English knowledge among the people, as disadvantages for foreign
companies. 
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5.15 Collected impressions  
5.15.1 Advantages

A growing market and low labour costs are being regarded as two of the main advantages for
investing in Vietnam, by a majority of the companies. By a growing market, the companies are
referring both to the growing purchasing power within Vietnam, but also to the ASEAN
membership with free trade agreement. The work force is considered to be skilled and to be good
in English, when comparing Vietnam to other countries in the region. The entrepreneurial spirit is
also mentioned, as similar to the one in China. One small company producing in the country,
states that Vietnam has achieved a high competence within the manufactory of garments. The
same company says that “Vietnam is one of the most attractive places in South East Asia to have
labour intensive production. The people are pride and hard-working, with focus on quality and
delivery”. Some respondents mention that Vietnam is a stable society with only one party ruling
and small opposing parties. Another advantage that has been mentioned is the variety of
resources such as gasoline, oil and wood, although they are very controlled by the government. 

Many companies also mention that Vietnam is changing in a positive direction, and is more open
today than it was before. One Vietnamese researcher gives an example of the more open policy as
tourists from some Western countries (including Scandinavia) may stay in the country for 15
days, with no VISA being required. As a consequence of the more open policy, many
interviewees reveal the importance of being located in the country from the beginning in order to
build up a relationship in the country for future businesses. A majority of the respondents have
hopes of the WTO-entrance. They believe it will simplify the trade with other countries, make the
society more transparent and create a more accessible economic system. The same respondent as
above mentions though, that with the WTO-entrance, Vietnam will face bigger competition with
other companies from abroad. Regarding the WTO-membership, Vietnam is now in tough
negotiations with the US. One Scandinavian consultant thinks the US demands more of Vietnam
than they did with China, since the country gave in to China’s demands too easy in the last
negotiations. He stresses though, that the tough negotiations also might be seen as something
positive, as the US sees Vietnam as a potential candidate on the world market

The interviewees that are Scandinavian expatriates consider the way of living in Vietnam to be
very good and many have ended up staying longer in the country than first decided. As positive
qualities, they mention the friendly people and the high level of personal safety. 

5.15.2 Disadvantages

The corruption and infrastructure are seen as the two major disadvantages when operating in
Vietnam. A respondent from a multinational company in a joint-venture with a local state owned
company says: “A lot of authority creates a lot of corruption, because every state owned
company is run by different persons and there is a lack of control.” Many negative factors also
seem to be linked to the corruption, for example, the difficulties when importing and when
receiving licenses. During these occasions, the processes are less time-consuming if you are
willing to “pay under table”. There are still shortcomings in the law and one Scandinavian
respondent mentions the governmental problems with protecting copyrights. While another
Scandinavian consultant says: “The legal regulations are inferior, as a foreign investor you are
not as protected as in other countries.” Like before mentioned a great part of the natural
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resources are controlled by the government. One interviewee in the furniture business reveals that
there is no petrochemical industry, since all crude oil is exported; therefore, there is a lack of
plastic material in the country. Another big problem is the bureaucracy which is also found
within the banking-system. As a consequence to this, private companies have hard time
borrowing money. Even though a lot of reforms are taking place within the society, “there is
more talk than action and they need to increase the implementation pace.” (A Scandinavian
consultant) 

The labour quality is not considered to be balanced. People with higher education are found
around the bigger cities, and rarely on the countryside. Even though the labour cost is low, it is
difficult to find qualified manpower. A relatively large part of the young population has a
university degree, but according to the Western companies, the degrees are not equivalent to
Western ones. The educational level is considered to be a big problem, when recruiting qualified
manpower. Another problem regarding qualified manpower is the English knowledge, although
some respondents consider it to be high, there is still a great part who means it is lacking. When it
comes to high technological production, some companies simply chose to not have their
production in the country, because they believe the technology is too poor. Many of the
companies producing in Vietnam mention that they need to import material for their production,
since the quality of the material is to inferior to use.

Although the labour cost is low, many mention expenses like rent, electricity and custom fees as
being high. A respondent who has been in the country for along period says; “The costs in
Vietnam look small, but gets big if you look in to it. Tele -communication, electricity and
transport are all expensive. Shipping is for example the double price from Vietnam then from
China. At the end of the day it gets quite expensive operating in Vietnam.”      
 
5.15.3 The current situation

As for today, a majority of the Scandinavian companies are Danish, followed by Swedish and
Norwegian. One Swedish respondent thinks that the high rate of Danish companies is due to an
active support from the Danish Industrialisation Fund (IFU) and the Danish Private Sector
Programme (supported by Danida). The aim of the two programmes is to increase the co-
operation between Denmark and Vietnam in order to help Vietnam to develop economically. 35
out of 55 Danish companies are established in Vietnam assisted by the Danida programme. The
same respondent thinks the reason why Sida is not as successful as its Danish counterpart, is
because Sida’s aim is not to contribute to an increased development for Sweden, but for
developing countries.   

According to many respondents, investors seem to believe that Vietnam is a difficult market and
the government is terrifying. One Scandinavian respondent also believes that there are not more
Scandinavian investors in Vietnam, because the investors think that there is a risk for political
instability. Another Vietnamese respondent says: “I think the small amount of Scandinavian
investors is due to the law and obstacles within the system. Our company spent more than 14
years to establish a 100% foreign company.”

Scandinavian industry is very knowledge based. In order to attract theses industries, one
Scandinavian respondent from the engineering industry thinks that Vietnam should focus more
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on building centres within the universities. The aim for these centres would be to develop new
ideas and products. Another Scandinavian suggests that: “Vietnam should create a new IT-centre
like in Bangalore. The only problem is that the infrastructure does not work and that there are
some communicational problems.”   
 
Some interviewees believe that the reason for the small amount of Scandinavian companies in
Vietnam is because of ignorance. This ignorance might be due to the large focus that has been on
China and India for the last couple of years. However, many see that the prices increase in China
and foreign companies are queuing to enter the Chinese market which makes the competition
harder. As for India, one respondent in the furniture business says it is easier to find skilled
labour in Vietnam than in India. One Scandinavian consultant respondent believes the lack of
interest might be due to the fact that some Scandinavians only look at Vietnam as a communistic
developing country and that the country is facing hard competition from neighbouring countries.
Another Scandinavian person points out that since there are so many new markets, especially in
Eastern Europe that have opened up in recent years the Scandinavians might focus more on
neighbouring countries. 

The ASEAN-membership is both positive and negative for Vietnam. The import tax cuts, aimed
at forming a free trade area, have generated favourable conditions for other ASEAN countries to
penetrate each other’s market. However, businesses of Singapore, Thailand, Malaysia and
Indonesia have made better use of this opportunity than their Vietnamese counterparts. In the
field of industry foreign invested enterprises have perhaps made better use of chances to export to
ASEAN countries. (Duc, T. 2005)

One respondent from a large exporting company believes the lack of investment to Vietnam is
due to small purchasing power within the country. The purchasing power is not growing as fast as
in China. But as one respondent selling to the Vietnamese market points out: “China is not the
answer to all problems.” He continues by telling that Scandinavians need to understand that
Vietnam is open to Scandinavian products and design. “It is a big mistake that there are not more
Scandinavian companies here who are keen on selling to the local market.” Many respondents
believe, however, that there will be more foreign investment in Vietnam within a couple of years. 
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6 Analysis and interpretation

In this chapter we intend to join the empirical part with the theoretical. This will come about by a
methodological implementation of the results that we have described in the previous chapter
together with the theory. Since the part “Collected Impression” is not deeply rooted in the
theory, we will exclude it from the analysis, but intend to use it in the Conclusion. From the
analysis, our intention is to answer our research question; which are the main reasons that there
are not more Scandinavian companies established in Vietnam? The chapter will end with a
ranking list of how problematic the respondents perceive the empirical areas to be.   

6.1 Establishment

All companies interviewed were established in Vietnam after Doi Moi. As we understood, it was
very difficult to establish before 1986. In many industries, it was also impossible to start up a
business because of the ruling party and their politics. The first companies to enter the market
were all large multinational companies; most of them were already established in neighbouring
countries and waited for the right opportunity to enter the market. The multinational companies
started entering the market in the beginning of the 1990’s while the smaller ones arrived in the
end of the same decade. 

It is possible to imagine that there exist different prerequisites for different companies regarding
the establishment, especially between large multinational companies and smaller ones. For the
larger companies, Vietnam was not the first foreign market where they established, while they
were more used to the establishing phase than the smaller companies. Often they have access to
legal assistance as well as financial possibilities. The financial possibilities partly mean that they
have a greater pain threshold concerning making profit, and partly that they are more independent
regarding local financing of their businesses. Regarding the smaller companies, they seem to
have waited to enter the Vietnamese market. This is understandable since they do not have the
same possibilities as the larger ones. One aspect that might be noticed in the Vietnamese society
is the gradual change in openness, especially toward FDI which has led to simplifications within
the system. As for now, the processes when establishing have been simplified. One of the reasons
is the decentralizations that have taken place. For example, if you are a smaller company you
contact the local authorities in the region you would like to operate in. This is a progress from
before when all applications had to be processed at a central level, the Ministry of Planning. In
one way it is natural with different prerequisites since the country are concerned about their own
industry and want to protect it. This might also be noticed regarding favouring foreign companies
that decide to lay production in the country which creates work opportunities. On the other hand,
it seems like the government is afraid of the shift to a market economy which is shown by the fact
that they try to protect some key industries, such as shipping, mining, electricity.      
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When establishing, it seems to be important for the companies to have Westerners in the key
positions and if possible, gradually delegate the work to local people. This might be due to the
fact that Vietnam is still an emerging market with many uncertainty factors to deal with when
starting up a business there.      

6.2 Ownership

The first companies to establish in Vietnam started up their businesses as Representative Offices
or as Joint Ventures with a local partner. Ehrengren mentions the commonness that authorities in
developing countries require local partial ownership. He also believes that many countries have
made simplifications to force companies to start up a joint venture with local partners. In
Vietnam, this has also been the case. Above this, there has been a possibility to start up a
Representative Office. These two business forms are relatively easy to start up, but they are also
enclosed by strict rules and regulations. Today, a majority of the Scandinavian companies in
Vietnam are Representative Offices since this business form together with Joint Ventures were
the only two options when establishing after Doi Moi. 

In spite of the regulations, being a Representative Office might also be beneficial for a company;
A Representative Office requires a minimal workforce (the amount of costly expatriates are then
low) and it is also easy to liquidate the company if necessary. When the first companies arrived to
the country, the market was new and the society was still unstable. Because of this, the possibility
to liquidate might have been an important incentive. On the other hand, the statements above
might not have had a big impact on the larger multinational companies that established in
Vietnam after Doi Moi. Regarding theses types of companies, the presence in the country is more
important than the actual profit, at least in the beginning. However, on a long-term basis, being a
Representative Office might have a negative impact on those companies. Because of the
restrictive playing rules, you are not allowed to make any actual business in the country; the large
companies might face a hard time to expand in the pace they want. The lack of control might
have a hampering affect for those types of companies.

For those companies we interviewed that were in joint ventures, they all had presumptions that
this business form would be feasible for them. However, due to cultural differences and different
views on how to run a company, this seemed not to have been the case. Many companies witness
about the tardiness when operating with local partners. Joint Venture has been seen as a feasible
business form for the Vietnamese since it attracts foreign business to the country, and at the same
time creates job opportunities for the Vietnamese. But on the other hand it is also important for
the Vietnamese not to rely too much on the partner, why this business form is not all positive for
the Vietnamese. There is a risk, as one interviewee stresses that the Vietnamese do not learn to
stand on their own legs.  

Despite what Ehrengren’s theory says about developing countries and their requirement on partial
ownership, it seems like Vietnam has started showing openness towards other business forms. At
present, the most common one is to be 100% foreign owned. However, the openness does not
count for all industries which are significant for the Vietnamese society; simplifications are being
made frequently, but at the same time there are areas that are impossible to penetrate for foreign
companies. This gives the wrong signals since the country on one hand tries to attract FDI but on
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the other hand creates obstacles for the foreign companies. One example of the obstacles are the
regulations that are implemented from time to time, to soon after the implementations being
drawn back. This ambivalence might be due to the fact that Vietnam is still a communistic
country which pendulates between the will to implement a market driven economy and the old
planning economy.    

6.3 Suppliers

The situation regarding suppliers in Vietnam is the opposite of what Ehrengren describes. He
believes, that due to trade restrictions, foreign companies are referred to local suppliers. The
Vietnamese contrary is due to the commonness of Representative Offices in the country. As this
business form functions more as an agent, the line of suppliers is therefore shorter, if at all
existing.

Something that also might be mentioned here is the preference of using international suppliers
regarding consultant services (such as market research and auditing). This might be due to the
fact that most of the companies we interviewed are multinational companies and preferably use
the same suppliers as their parent company.

Most of the companies do not have any plans to lay their production in the country; one possible
cause to this might be that they think there is a lack of decent suppliers, something that Khanna et
al. also points out as a common problem in emerging markets.

6.4 Clients

Ehrengren mentions in his model, that the government in developing countries might persuade
people to buy local products and that the product has to be changed to suite local taste and
conditions. In Vietnam this is true in some industries. For example, in the telecommunication
sector it seems to be extremely hard for foreign companies to penetrate the market because the
industry is protected by the government. Another example is the brewery we interviewed, that
was the last to enter the Vietnamese market before the government closed the borders for other
foreign breweries. What can be mentioned here is that the brewery had to be in a joint venture
with several local breweries. From one point of view this has been very feasible for the company
since they have been able to develop their products in order to meet the local demand and
preferences. On the other hand, some of the companies are operating in industries where there is
no local competition. In these cases, the government is welcoming the businesses by simplified
conditions. What can be mentioned here is the engineering and shipping industry.

One must bear in mind that some of the companies that we interviewed are exporting companies,
why they do not sell to the Vietnamese market. This might be due to the fact that these companies
are selling relatively expensive products compared to the Vietnamese purchasing power. Even
though they do not believe in the market today, they see it as a potential future market. This
indicates that the companies operating believe that it is developing in the right direction.
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Ehrengren also points out that it might be hard for companies to find skilled local market research
company. Khanna et al. is touching the same field, by saying that companies have difficulties in
finding reliable information about consumers. What Ehrengren says, corresponds to the situation
in Vietnam. It seems difficult to find local research companies. However, this does not seem to be
a problem since most of the companies we interviewed were large multinational companies using
international well reputed market research companies instead. Unlike Khanna et al.’s article, the
companies we interviewed do not seem to have difficulties in finding reliable information about
their consumers’ behaviour. 

As the largest markets are concentrated around HCMC and Hanoi, it is fairly easy for the
companies to identify their customer segment. In the future this identification might be more
difficult since the markets are growing in other areas of the country. The growing market is an
effect of the government planning to develop other areas of the country than around the main
cities.  
 
Ehrengren mentions in the Supplier chapter that the suppliers often make demand on the foreign
companies to make investments in education and equipment et cetera. This corresponds partly to
the situation in Vietnam when it comes to the distribution system. Some of the companies reveal
that they occasionally help their distributors who are often in weak financial status.  

6.5 Financing 

The banking system in Vietnam seems to be very bureaucratic and difficult to penetrate, and it is
difficult for foreign companies to get a loan locally. According to Ehrengren’s theory, this is not
a feasible situation, since it is better for the companies to find local investment than to get
financial help from abroad. Most of the companies we interviewed are multinational and
therefore not dependent on local financing but use large international banks (the same as their
parent company) when establishing on a new market. This might, however, be one of the reasons
why there are not more small and medium Scandinavian companies in the country, since they are
more dependent on local financing.

Other companies we interviewed told that they were so small, so they did not need any big
financial help and therefore turned to funds in each Scandinavian country which lend money to
start up projects in developing countries. The Danida Programme is another possible way to
finance a business which seems to be very successful. Some of the Swedish respondents also
mentioned that they regretted a similar initiative from Sida, believing that this would attract more
Swedish companies to the country. This is also in line with what the theory says about the
development moving towards International bodies that give loans and assistance.

Ehrengren states that the local capital market is quite poorly developed if it at all exists. This does
not correspond with the situation in Vietnam where the banking system exists and is quite
developed. In spite of this, it still seems to be quite bureaucratic with traces from the old system.
Hopefully this will change with the WTO-entrance.    
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6.6 Employees

One of the largest obstacles that Scandinavian companies are facing in Vietnam is to find
qualified manpower. This is also stressed in Ehrengren’s theory as a typical problem in
developing countries. He mentions that it is a great risk to solve this with different educational
efforts and temporary immigrated workforce. Most of the companies we visited had a small
number of expatriates, and it looked like that number was decreasing. This is in line with the
companies wished progresses. There is, however, still a lack of Vietnamese employees in high
positions which indicates that the companies do not want to let off the control totally. Yet, this
does not mean that the companies do not trust the Vietnamese but that they are afraid this might
change their business culture. The low level of education, including English skills, forces
companies to educate the manpower internally. There are also implementations made from the
government concerning education since education is an important part of the Vietnamese society. 

Some of the employees take advantage of the internal education by staying in the company until
the education is finished and then leave for another company where they can get a higher salary.
Money is important for the employees and might rest upon the old communistic society where
people did not gain money to same extent as today. The strong hunger for money causes
manpower to change works frequently. This might be even more notable in the future and
regarded as a problem for the companies. The companies are already noticing problems with
recruiting people for middle manager positions, since everyone is aiming for the higher positions.
The problem with recruiting for middle manager positions is also regarded as a problem by
Khanna et al. 

Ehrengren also mentions impossibilities with restructures and geographical changes due to strong
family relations. This can be noted in Vietnam as well, where the work force seems to be very
immobile and disloyal to the companies. These distinguishing features might originate from the
Confucianism where the strong family ties are one of the core components. One might also trace
this back to history and the many years of war which has forced people to stick together.   

The work conditions seem to be pleasant and well defined in the Labour Code which is serving as
a good platform for the future.

6.7 Competitors

Many companies see the companies from the neighbouring countries like China, Japan and Korea
as their biggest competitors. On the one hand, this might create an advantage for the
Scandinavian companies since Western products are often regarded as having a high standard. On
the other hand, the Asian competitors might have an advantage since their cultures are closer to
Vietnamese and therefore have more access to the society. 

Since many of the Scandinavian companies operating in Vietnam are in leading positions on the
world market they do not face any real competition today on the Vietnamese market. This might
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however, be changed in the future with the probable WTO-entrance. Many fear that this will
bring more foreign companies to the country, and therefore also greater competition.
 
Another future competitor is also the manpower itself. The Vietnamese are fast to adopt and
some of the companies witness about people from their work force that quit their work to start a
similar production on their own. This might be due to the weak regulations regarding copyrights,
which have to be taken under consideration and hopefully will, by a WTO-membership. 

6.8 Public Authorities

Since the political power has become more decentralised, it is at present, easier to establish a
foreign company. This is due to fewer instances and hence less bureaucracy. Ehrengren points
out that an authority’s possibility to affect might be very high, by introducing restrictions or
worsen the conditions for ownership. In Vietnam, it seems like the authorities have the power but
do not use it to obstruct for the companies. Foreign companies can not acquire properties which
are not seen as a problem for them. But in case of problems with authorities, this might be used as
a tool by having the possibilities to draw back the contracts. Since the companies can not acquire
properties they are forced to rent. A problem with this is the lack of well equipped office
premises. This results in high rents that sometimes exceed Western prices which might have a
negative impact on establishing decisions.      
 
6.9 Political

Miller’s theory says that political uncertainties in general are associated with comprehensive
changes in political regimes. Doi Moi might be seen as such a change, which has led to a
democratic change in the government. This has mostly resulted in opportunities for foreign
companies that wish to establish in the country. 

One might yet see the increased corruption as an effect of the political changes. As before
mentioned the corruption is seen as one of the biggest problems in the society and need to be
solved if the country will be able to attract companies in the future. According to the
Transparency International Corruption Perceptions Index (2005), Vietnam is among the most
corrupted countries in the World, and is far behind both China and Thailand regarding these
matters. It is also noteworthy that one of the company interviewed that has left the country,
mentioned the corruption as part of the decision for leaving the country. Hopefully, the WTO-
entrance will lead to greater demand on transparency which in turn might reduce the corruption.
Another measure that would decrease the corruption would be less bureaucracy. As for today,
there are many instances which ease the opportunity for corruption. However, one should keep in
mind that gifts are a part of the Asian culture while it sometimes might be difficult to separate
gifts from bribes.
  
6.10 Government
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Since Doi Moi, many reforms have taken place and will probably continue to do so in the future.
Miller’s theory says that international companies have to be aware of the fact that reforms might
occur in the future. The Vietnamese government is seen as unpredictable by some respondents.
This might be because the government does not know how to behave to foreign companies,
something that might be due to the relatively new situation. On the other hand, the government is
seen as very stable. We believe the respondents who consider the government to be stable, are
thinking more about what Miller refers to as political stability. The ones considering the
government to be unpredictable are referring to Miller’s Government Policies. The Political
stability is referring more to democratic changes in government and other political turmoil while
the Government Policies is more about political restrictions and regulations. 

The Government has improved rules and regulations, in order to attract FDI. Many respondents
who have been in the country for a long period witness about simplifications within the system
and that it is easier today for foreign companies. Despite this, there are still regulations in some
industries, such as those controlled by the state. There are even some obstacles regarding the
custom and tax system, although changes have taken place. However, this might change with the
WTO-entrance as more transparency will be in demand. Another part that needs to be taken
under consideration is the administrative system that needs to improve.

Since the framework is quite new it is natural that there is still some work to be done. The
development is mostly positive but might appear negative for foreign companies since nothing is
static. The great changes in society make it difficult to predict about the future. 

6.11 Social factors

The social gaps seem to have increased in Vietnam but on relative terms, people are better off
than before (World Development Report, 2005) since the general living standard has become
higher. Great efforts have been made to develop the urban areas. On the other hand, since 80% of
the population is living in the countryside, there is still a great number of the population that is
not a part of the progress. Miller’s theory says that social uncertainty can be a precursor to
political and policy uncertainty. Increased social gaps might cause social uncertainty. 

At present, it seems like the government is ruling the country in favour of the people. This leads
to a political stability, something that might be difficult to uphold in pace with the increased
social gaps. The great challenge, however, will be to include the people that live in rural areas.
When this process gets moving, the social uncertainty might increase and as a consequence, the
political stability decrease. Another important problem that has to be solved is the corruption. As
Miller says, when there is an obvious discrepancy between the citizens’ values and the values
imposed by the governing power, there might be difficulties in predicting the actions of the
population. The government is not serving as model to the corruption and does not seem to
realise the gravity of the problem. All interviewees as well as other sources mention the
corruption as one of the biggest problem in Vietnam. This indicates that the value among the
population does not seem to correspond to the governmental one. 
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6.12 Technology/ Infrastructure

Besides corruption, the lack of infrastructure is one of the other main problems the Scandinavian
interviewees are mentioning. According to Miller’s theory, inadequate provisions of publicly
regulated industries, such as public services by state owned enterprises have serious negative
implications for private sector productivity. Among the respondents, it seems like the Vietnamese
have got a more positive view of this than the Scandinavians. This might be due to different
frames of references. 

The infrastructure is one of the areas where one might see a difference between the rural and
urban areas. Many respondents witness about improvements in infrastructure around Hanoi,
HCMC and Danang while there are still a lot to be done on the countryside. 

Since this is such a delicate question, it is worrying that there is so little done concerning these
matters. As for today, one of the biggest problems is the lack of money to invest in these projects.
Another is the corruption that deteriorates the quality of the projects. Public owning is also seen
as an underlying causes to the infrastructure problems. If the issue with corruption would be
solved and if more money would be invested, the infrastructure would prosper. Since the
government do not have enough means for investing in the infrastructure, one option could be to
privatise parts oft these industries.

6.13 Culture

There exist cultural differences between the Northern and the Southern part of Vietnam. The
main reason to this is that the country was divided for many years, and was not united until as
late as 1976. The South is seen as more liberal and easy going which might be due to the
American influence and there anti communistic thoughts. The people from the north is seen as
more bureaucratic which might be linked to their history of communism, but also to the fact that
the political centre is in Hanoi. However, the differences between the two regions seem to
become smaller and smaller. This is partly due to the internationalisation and the urbanisation.
Even the decentralisation might affect this development. A part of this might be that the
population will be more homogenous in e.g. their consumer behaviour. This will affect especially
the companies selling to the Vietnamese market. 
 
As mentioned in the theory, culture is defined as everything that people think and do as members
of the society. As a consequence to this, there are differences between the Scandinavian and
Vietnamese business culture. Unlike the Scandinavian business culture, the Vietnamese is very
influenced by religion. For example, Taoism says that in order to reach harmony, all forms of
confrontation should be avoided. This results in that the Vietnamese are more reserved in
expressing opinions. In Confucianism, relation is a central part which can be linked to the
Vietnamese business culture that is based on relationships and feelings. They are also seen as
short time thinkers, something which is also due to Confucianism where there is little concern
about death and the world beyond. The short time thinking might also be due to their long history
of war and the uncertainties carried with it. The Vietnamese society is very hierarchical which is
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also reflected in the organisations, whereas Scandinavians nowadays are more used to flat
organisations. 

The old connections between Sweden and Vietnam might be both beneficial and
disadvantageous. One advantage is that both countries are familiar with to each other, which
might ease building up a trust. On the other hand, many Swedes might associate Vietnam with a
communistic country which has received too large an amount of money from Swedish aid
organisations which has not reached the right targets. However, Vietnamese seem to be keen on
working with Scandinavians, something that Scandinavians should take more advantage of. Since
culture is about what people do and think and also that it is non-conscious, one can not learn by
studying it. You need to spend time in the country to understand it. As the Culture theory
mentions there are however, some basic values that one will never come to understand as a
foreigner.

Not a problem Less problematic Problematic Very problematic

Ownership X
Suppliers X
Clients X

Financing X
Employees X

Competitors X
Public authority X

Political X
Government X

Social X
Infrastructure X

Culture X

Figure 5.  A compilation of the respondents perceived feeling of how problematic the 
different areas are.  
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7 Conclusions

Below, we intend to answer our research question by summarising the central parts from the
analysis in the Summary. Moreover, the purpose will be emphasised by listing the encountered
Strengths, Weaknesses, Opportunities and Threats that Scandinavian companies established in
Vietnam are facing. Above this, the different empirical areas will be listed and compared with the
list from the analysis.

7.1 Summary

There are many reasons why there are not more Scandinavian companies established in Vietnam.
The two major difficulties seem to be the widely spread corruption and the lack of infrastructure.
Above this there are many other factors that have or have had a negative impact on companies’
decisions on starting up businesses in Vietnam;

 It was very difficult to establish a business in Vietnam before 1986. Hence the period of
time has been relatively short entering the Vietnamese market.

 After Doi Moi, the only two business forms allowed were representative offices and joint
venture (with a few exceptions). These business forms are seldom feasible for the
companies. This is however about to change.

 There seem to be different prerequisites for different companies, which might have a
deterrent effect on the companies. 

 The Vietnamese purchase power parity is low and the market is therefore not attractive
for companies selling more expensive products. 

 There seem to be a lack of decent suppliers.
 The small amount of Scandinavian small and medium companies might be due to the lack

of local financing. The different Scandinavian funds, lending money to projects in
developing countries, are not sufficient for this purpose. 

 There are great problems regarding local manpower. The education, including the
knowledge in English is not satisfying. The family ties are very strong and therefore the
manpower is immobile. The employees are hungry for money, because of this they tend to
be disloyal to the companies.

 The weak regulation regarding copyrights makes companies afraid of being innovative.
 Scandinavian companies might see a threat from the neighbouring countries, since their

appearance is very strong in the market and they know it better than the Scandinavians.
 Foreign companies are not allowed to acquire properties and therefore forced to rent. A

consequence to this is high rents for premises.
 The Government is seen as unpredictable.
 There are still regulations in some industries, such as those controlled by the state. 
 Even though changes have taken place regarding the custom and tax system, there are still

some obstacles to overcome. 
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 The social gaps are increasing, which might affect the political stability.
 It is difficult to predict about the future, since there are great changes taking place in the

society. 
 There exist cultural differences between Vietnam and Scandinavia
 Vietnam has a reputation of being a “communistic developing country”.

7.2 SWOT-analysis

Below, we will present the strengths, weaknesses, opportunities and threats Scandinavian
companies are confronting in Vietnam. This will be done from the project environment
perspective.

Strength
• Good location, near big markets. Free trade agreement within ASEAN.
• Cheap labour 
• Variety of natural resources, such as gasoline and oil. 
• Stable society with only one party ruling and only small opposing parties existing.
• Manpower is skilled and English knowledge is good compare to other counties in the

region.
• Entrepreneurial spirit among the people. 
• High level of personal safety.

Weaknesses
• Corruption
• Labour quality is not balanced (better in big cities than on the countryside). 
• Infrastructure.
• Poor technology, especially machines.
• A lot of products have to be imported (since the local quality of products is lacking)
• The Vietnamese Government is considered to be terrifying. 
• The government has difficulties in knowing how to protect intellectual property like

copyrights.
• Many natural resources are state owned.
• Lack of good education and knowledge in English.
• Shortcomings in the law
• Different prerequisites for local and foreign companies
• Bureaucracy 
• High expenses regarding premises, electricity et cetera.
• Reputation of being a “communistic developing country”.

Opportunities
• Vietnam is surrounded by new markets, thanks to the ASEAN-membership.
• The WTO-entrance.
• Growing domestic market.
• More open policy. 



54

• Over-establishment in China and India.

Threats
• By the entering of WTO, Vietnam has to compete with other companies from abroad.
• Political instability.
• China and India

With the starting point from this SWOT-analysis, one might see that Vietnam, in spite of its
strengths, still have a lot of obstacles to overcome before becoming an attractive market to
establish in. Below is a ranking list of how we perceive the different areas and whether we
consider them to be a problem or not for companies who wish to establish in Vietnam.  

Not a problem Less problematic Problematic Very problematic

Ownership X
Suppliers X
Clients X

Financing X
Employees X

Competitors X
Public authority X

Political X
Government X

Social X
Infrastructure X

Culture X

Figure 6.  A ranking list of how problematic we perceive the different areas to be.

The differences between our ranking list and the ranking list from the respondents, one might
find some differences. The respondents see the ownership area as more problematic than we do.
They also find the question concerning clients to be less problematic, we find it to be
problematic. The respondents did not find the financing to be a problem, something we do not
agree upon. The respondents find the employee area to be more problematic than we do. The
public authority is also seen as problematic, but we consider it to be less problematic. The social
factor is  seen as less problematic than we perceive it to be. The areas we consider to be
problematic, might be areas that have not been notices very much before, but will play an
important role for future companies who wish to establish in the country.  

There are still a many weaknesses to overcome but the opportunities outweighs the threats. The
question remains about what will happen when the country enters WTO, the attraction for China
and India and how well the political stability will remain. However, the country seems to be
feasible for certain companies, depending on size and industry. 
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8. Final discussion

In this chapter we will put the research question in a wider national perspective. This will be
done by, discussing different scenarios for Vietnam and possible measures to make the country
more attractive for Scandinavian companies. Furthermore, we will conduct a methodological
discussion, were we aim to illuminate imperfections and alternative interpretations in our thesis.
Finally, we aim to present suggestions for further research within the field of the thesis.   

8.1 Discussion of the results

At present, Vietnam is attractive for some companies, but in general the country has a lot of
obstacles to conquer before becoming an attractive country to invest in.

The country is not well adapted to its current needs, still tilting between being a market driven
economy and a socialistic centrally planned economy. The public administration system as well
as the legal framework, based on traditional models, still suffers from many weaknesses.
However, the government has given strong signals in recent years to reform them, something that
are going in a slow pace. For example the legal framework regarding SOEs and private
companies has to become more homogenous. The local banks have to become more
commercially oriented. The transparency is another issue where the government has to make
more efforts in order to attract investments and generate works. Their main problem however,
seem to be to master the corruption, something that might change into the better by more
transparency as well as structural changes within the society. 

In order to attract more foreign companies, the educational system has to be improved.
Today it is a gap between those who are skilled enough to fully benefit from the globalization,
and those who are not. Vietnam needs a high level of growth, but also the right level of growth.
Improving the education is one part in the right direction, reduce poverty another. The social gaps
are increasing, although people are better off than before. The government has to start focusing
more in the countryside, not only the bigger cities, so that the social gaps will not continue to
increase. If they do continue to increase, there is a great risk for political instability.

There are different scenarios for Vietnam. The WTO-membership, China and India, the political
stability and more open policies will play a decisive role for the future. Vietnam is negotiating
about a membership in the WTO, and will probably join the organisation in 2006. Since a
membership would put pressure on the government to improve conditions in the country, it would
have a positive impact on the present situation. The transparency would have to increase, the
legal framework would have to improve and the trade barriers would have to be reduced. A
WTO- entrance would help to attract foreign, including Scandinavian, companies. With reduced
trade barriers and simplifications within the administrative system, it would be easier for the
companies to do business within the country as well as export. It would also attract companies to
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produce in Vietnam because of simplifications of import. However, this might also have a
negative effect on domestic companies concerning competitiveness. Vietnam might not be
prepared yet, to compete with other countries, something one were given proof of by the
ASEAN-membership. The question about the WTO-membership seems to be in the hands of the
government, if they are willing and if they dare accept the demands of the WTO-members. At
present, the government at one hand would like to join and be a part of the world economy, but
on the other hand they would like to stick to their old system. They are not willing to give all up,
in order to gain a membership. As Deputy Prime Minister Vu Khoan says; “Vietnam has been
improving its investments environment, with or not with WTO-membership. WTO-membership is
a market opening step, but it is not everything.”  (Hien, T. 2005)

It is a great focus on India and China for the moment, something that has made Vietnam to be
somewhat neglected. There is a potential for overheating in those countries due to the large
investments. Another possible scenario would be that conditions, such as labour costs and trade
barriers, affecting foreign companies would worsen. If this would occur, it is likely that the focus
would shift to Vietnam. 

Apart from the implications above, Vietnam as a country has to put effort in marketing
themselves. If Vietnam will become an attractive country for Scandinavian companies, people in
those countries have to be aware about its existence and its possibilities. The Scandinavian
Embassies as well as other organisation that favour the trade between the countries will play an
important role here. 

8.2 Critique of the study 

We chose to tackle our research question, by doing a case study, which is based on a qualitative
approach. According to Gummesson’s (2000) Checklist to secure and evaluate quality of
research based on case studies, we believe that we have achieved the demands that are for this
kind of research. What can be mention however is that the period in Vietnam was limited.
Without this time limitation, it is possible that we would have been able to conduct more
interviews and consequently received a wider empirical basis. 

By doing a quantitative study, it is possible that we could have reached a more interesting result.
However, since we aimed to reach a deeper understanding for the situation in Vietnam, we
believe, that the qualitative method we used has been suitable and that it has in a satisfying way
helped us answering the research question. In addition to this, can be mentioned how our pre-
understanding had an influence on our interpretations, which is common in a cultural context. It
is in other words difficult to remain neutral to a subject.

Another critique of our study is that we have chosen to do a research of Scandinavian companies,
although the majority of the companies are Danish or Swedish. Furthermore, all of the
respondents were in managing positions, why we might have received a biased result. Regarding
the selection of companies, we have only conducted one interview with a company that has
decided to leave the country and not interviewed any company that has chosen not to establish in
the country. Almost all of the companies are multinational, why it might be difficult to draw any
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general conclusions since those companies are facing different prerequisites than the smaller
ones. 

Regarding the theories, one might mention that they are general, why they sometimes leave out
factors that are specific for the environment. Above this, we are aware of the fact that there are
several definitions of culture, where we have chosen one of them.

8.3 Proposals to future research 

While working with this study, we came about several interesting areas for further research.
Firstly, it would be interesting to do the same analysis in a different emerging market, to reveal
the differences and similarities with Vietnam. Secondly, it would be of interest to penetrate the
Vietnamese society, since the respondents in this study to a great extent were Scandinavians or
Vietnamese working in Scandinavian companies. Thirdly, another interesting approach would be
to apply other risk-measurements, in order to see if the result would be different.  
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Appendix

List of respondents

CONTACTS IN HCMC

Swedish Trade Council 
The Swedish Trade Council assists Swedish companies who want to establish a business abroad.
They have offices in 40 countries around the world and are owned partly by the Swedish
government and partly by industrial partners. The Swedish trade council In Vietnam is active in
both the north and the south, partly trough the trade department at the Swedish Embassy and
partly via the Consulate in HCMC, which also is Swedish Trade Council Business Support
Office.
Contact person: Mr. Niels Sundvik (Sweden), General Consul in Vietnam, 10 years in
Vietnam

Atlas Copco 
Atlas Copco in Vietnam handles the sales and marketing of compressors and generators, mining
equipment and tools and assembly systems. Their products are helping to provide a wide range of
markets such as engineering and manufacturing, process industries and mining and aerospace.
Atlas Copco has been in Vietnam since 1994.
Contact person: Martin Hagen (Norway), General Manager, 2 years in Vietnam and in the
company for 38 years
Representative office
50 employees

Tetra Pak 
Tetra Pak works to provide preferred processing and packaging solutions for food. The company
focuses on systems for processing, packaging and distribution of food and accessories for dairy
products and animal husbandry. 
Contact person: Björn Forsberg (Sweden), Finance Director, 2 years in the Vietnam and 14
years in the company
Representative office

Maersk Sealand 
Maersk Sealand is one of the largest liner shipping companies in the world. Maersk Group is
situated in over 125 countries and is actively engaged in shipping, exploration and production of
oil and gas, shipbuilding, industry and supermarkets. The company offers a door-to door service
by placing feeder vessels, trucks and dedicated trains to their customers’ disposal.
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Contact Person: Ms. Nguyen Minh Mhu (Vietnam), PR Coordinator, 2, 5 years in the
company
100% foreign owned
280 employees

Alfa Laval 
Alfa Laval is a leading global provider of specialized products and engineered solutions. The
company help their customers to heat, cool, separate and transport products such as oil, water,
chemicals, beverages, foodstuffs, starch and pharmaceuticals. Alfa Laval is a market leader with
its three key technologies – Centrifugal Separation, Heat Transfer and Fluid Handling.
Contact Person: Mr. Nguyen Liem, Sales Manager (Vietnam), 5 years in the company
Representative office
4 employees

Danfoss 
Danfoss’ core businesses are Refrigeration & Air Conditioning, Heating & Water and Motion
Controls. They try to improve quality of life by mastering advanced technologies in customer
applications, while focusing on environmental and social responsibility.
Contact Person; Mai Le Ha (Vietnam), 1, 5 years in the company
Representative office
14 employees

Terraco 
The Terraco group is finishing material company. They try to target urbanizing, high growth
markets and they try to meet local demand in the major population centres: the Siberian
hinterlands, Vietnamese rainforests or the sands of the Arabic Peninsula. 
Contact Person; N.T. Binh, Acting General Manager (Vietnam), 8 years in the company
Representative office
75 employees

Det Norske Veritas   
Det Norske Veritas’ objective is safeguarding life, property, and the environment. The company
is an international provider of services for managing risk. DNV operates in multiple industries
internationally, but there are four industries where they have a strong market presence and a large
customer base. These industries are Maritime, Oil & Gas, Transportation and Process.
Contact Person; Johan Gardin (Norway), 10 years in Vietnam and 23 years in the company 

CONTACTS IN HANOI

South East Asia Brewery (Carlsberg) 
South-East Asia Brewery Ltd is a joint venture company between Carlsberg and the local
brewery South-East Asia Brewery which is situated in Hanoi and produces Carlsberg beer as well
as the local Halida brand. Carlsberg also has a joint venture with state-owned Hue Brewery,
which is situated in Hue. The brewery produces Tuborg beer as well as the already well-
established Huda brand. 
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Contact Person: Mr. Henrik Juel Andersen (Denmark), 5 years in Vietnam and 13 years in
the company
Joint venture
400 employees

Ericsson 
Ericsson is a world-leading provider of telecommunications equipment and related services to
mobile and fixed network operators globally. Over 1,000 networks in 140 countries utilize their
network equipment and 40 percent of all mobile calls are made through their systems. Ericsson’s
headquarters are located in Stockholm.
Contact Person; Patrik Andersson (Sweden), Finance and HR Director, 4 years in Vietnam
and 10 years in the company 
Representative office
85 employees

Sweco - consultant 
Sweco is the world leader in particle-separation and size reduction solutions. They have over 100
service offices around the world. They have been in their business since sixty years. Sweco is
operating in Vietnam by offering consultant services within their field. 
Contact Person; Göran Lifwenborg (Sweden), Project Manager, 5 years in Vietnam and 30
years in the company
Project office

Schmidt (HITC) 
Schmidt’s is a provider for selected products and services in the field of electronics, bio-medical
as well as photography. They plan to accomplish this mission by marketing innovative and
technology based products and services and providing customized total solutions that meet the
changing needs of our customers.
Contact Person; Preben Hjortlund (Denmark), Managing Director, 15 years in Vietnam, 12
years in the company
100% foreign owned, joint venture
250 employees

DK Engineering 
DK Engineering is an engineering and manufacturing services company that designs and
manufactures products, equipment and technologies for its partners and clients. From full-service,
turnkey product development to on-site managed services, their flexible systems and processes
allow their clients to optimize the development of their project. Their main fields are: Industrial
Equipment, Military Equipment and Consumer and Commercial Products.
Contact Person; Klavs B. Nielsen (Denmark), General Manager, since the start one year
ago, in Vietnam 10 years 
100% foreign owned
15 employees

Short Cut Partners LTD 
Short Cut Partners is a limited company. Their main business is cost-effective production of high
quality garments on behalf of international fashion houses. They produce according to the
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customer specifications, but if required, their designers can provide designs reflecting the current
and future trends in the market.
Contact Person; Sören Feldthusen Husted (Denmark), Chief of Rep. Office, 5 years in
Vietnam and the company
Representative office
7 employees

IKEA 
IKEA is a furniture store that is offering their customers designed functional home furnishing
products at reasonable prices. IKEA has been in Vietnam since 1995, with headquarters in
Singapore.
Contact person: August Wingårdh (Sweden), Business Development Manager, 4 years in
Vietnam, 13 years in the company
Representative office
100 employees

Vietnam National University
Contact person: Khoi Nguyen (Vietnam), lecturer of International Economics

Vietbid
Vietbid is a Vietnamese Law Firm assisting domestic as well as foreign companies regarding
legal matters.
Contact Person; Nguyen Thanh Ha (Vietnam)
Local private company

SAS
SAS, Scandinavian Airlines, is the Nordic region’s largest listed airline and travel group. The
company has sales offices in Europe, Asia, the Far East and North America. The office in
Vietnam closed down in 2003, and the sales is now carried out by a travel agency.
Contact Person; Axel Blom (Sweden), Managing director of SAS Ground Services
 



65

Questionnaire – Vietnam

Pre-questions

I For how long have you been working for the company?
II Is this the first Asian market that you are working in?
III Did you have any contacts with Vietnam before establishing here?
IV Was the company known in Vn before establishing?
V  When did the company enter the Vietnamese market?
VI What is the most important reason of entering the Vietnamese market and which    factors had

an impact on your decision?

The establishment

1. How did you enter the Vietnamese market?
2. Is there an outlined country risk policy in the company? 

Ownership 

3. Are there any rules or regulations regarding foreign ownership? 
4. Does the government insist on a partial state ownership? 

Suppliers

5. How does the relationship to your local suppliers look like? 
6. Is there any lobbying to bear you to use local suppliers?

Clients

7. How does the market-potential and growth for your company look like within the country?
8. How does the distribution system look like within the country (retailer, agents etc.)?
9. Is there any market research done regarding your products? If yes, do you use them?

Financing 

10. The National financing sources within the country have been made more accessible. Is that
something that you are aware of?

11. Does it exist, any special exchange rates for some enterprises?

Employees (If there is any local manpower)

12.  What is it like having Vietnamese manpower?
13.  How do the rules and regulations look like for employment and dismissal?
14.  Is it easy to find manpower/ qualified manpower?
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Competitors

15.  How does your market situation look like?
16.  If you have any competitors, are they mostly national or multinational?

Public authority

17.  How come that you are established in Hanoi/ HCMC? Did the public authority have an
influence on you when this was decided? 

18.  Are there any environmental/political demands on you?
19.  Are there any difficulties when acquiring properties?

Political

20.  If you were established in the country before 1986 (Doi Moi), do you perceive that       there
has been a lot of changes within the society?

21.  How do you perceive the political situation in the country?

Government

22.  The Vietnamese custom and tax system has been simplified in recent years. Is this something
that you are aware of?

23.  Are there any government regulations concerning foreign enterprises?
24.  Are there any trade barriers that affect you?

Social factors

25.  Do you perceive that changes are taking place within the society (augmented gaps etc.)?

Technology/ Infrastructure

26. How do you perceive the infrastructure in the country?

Culture

27. How would you describe the business climate in Vn?
28. Is there a big difference between the Northern part and the Southern part of Vietnam when

making business?
29. How well does the Vietnamese and Swedish business culture interplay?

Concluding questions

30. What do you think might be the reason that there are more Nordic enterprises established in
the rest of Asia compared to Vn?

31. What are the advantages and disadvantages of investing in Vn?
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