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Hinh 8.6: Hop dong chinh thirc phin theo gidi tinh ciia chii sé' hiru hodic ngudi quéan Iy DN
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Ghi chti: Diéu tra nam 2013. Cac doanh nghiép thiéu théng tin s& bi loai.

Ty 18 cac doanh nghiép c6 ky hop ddng véi ngudi lao dong & phia Nam 1a 33% cao
hon so v&i cac doanh nghiép ¢ phia Bic voéi ty 18 chi 1a 23%. Cac doanh nghiép ¢6 chu lao
dong hodc nguodi quan ly 1a nit thuong co luc luwong lao dong duge chinh thic hda voi viée
ky hop ddng lao dong chinh thirc cho 35% tong sé lao dong trong doanh nghiép ctia minh.
Ty 1& nay 1a 16n hon déng ké so vdi cac doanh nghiép c6 chii so hitu hodc nguoi quan 1y 1a
nam gidi voi ty 1& chi c6 20%. Do hgp ddng lao dong chinh thirc 1a quan trong trong viéc
dam bao cac phuc loi x4 hoi cho nguoi lao dong, cac két qua & trén 1 rat phi hop voi phat
hién rang cac chi s hitu hodc ngudi quan 1y 13 nit ¢6 kha ning chi tra phuc loi xa hoi cao
hon cho ngudi lao dong. Két qua nay rt quan trong trong viéc giai thich mdi quan hé nguoc
chiéu giita doanh nghiép c6 chu so hitu 1a nam giéi va mirc luong ciia ngudi lao dong mo ta
tai Bang 8.11. Xau chudi cac thong tin nay cho phép ching t6i c6 thé két luan rang céc
doanh nghiép c6 cha s& hitu hodc nguoi quan 1y 13 nam gidi cung cap cac didu kién lam viéc
kém hon so véi cadc doanh nghi€p c6 chu s& hitu hodc nguoi quéan ly 1a nir khi cac doanh
nghiép c6 chu so hiru hodc ngudi quan 1y 1 nam gidi chi dé nghi ty 1¢ lao dong ky hop dong
thap hon, chi tra cac khoan phiic loi x3 hoi it hon va dé nghi mic luong thap hon.

Hinh 8.5 chi ra rang chi mot by phan trong luc luong lao dong tai cac doanh nghiép
dugc ky hop ddng chinh thirc. By gio ching ta xem xét thdi han hop dong ddi tai cac
DNNVV Viét Nam. Bang 8.14 cho thy, trung binh ¢6 trén 75% s6 hop dong lao dong dugc
ky c6 thoi han trén 12 thang va 42% trong s6 d6 1a nhitng hop ddng khong thoi han. Cac
doanh nghiép siéu nho va nho thuong chi yéu dua ra cac dé nghi thdi han hop dong 1a vo
thoi han trong khi d6 cac doanh nghiép quy mé vira lai thudng dé nghi cac hop dong c6 thoi
han tir 1-3 nam. Xét vé khu vuc hoat dong ciia doanh nghiép, ching t6i nhan thay rang so
voi cac doanh nghi€p & khu vuc thanh thi thi cdc doanh nghiép thudc khu vuc nong thon
thuong dé& nghi hop dong lao dong khong thdi han cao hon va co ty 1é thdp hon cac hop
dong o thoi han dudi 1 nam.
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Ty trong cac hop dong khong thoi han da ting tir 37% nam 2011 1én 42% trong nim
2013. Nguoc lai, ty 1€ cac hop déng c6 thoi han dudi 3 nam trong giai doan nay da gidm di.
Céc doanh nghiép thudc tat ca cac nhém quy mé va khu vue co xu hudng dé nghi cac hop
d6ng dai hon trong nam 2013 so v6i nam 2011.

Bing 8.14: Thoi han hop dong lao dong chinh thire(ty 1& % sb lao dong)

Chung Siéunho  Nho Vira  Thanhthi Nong thén

Hop déng khong xac dinh thoi han 423 50,3 41,2 35,1 37,6 447
Hop dong tir 12 — 36 thang 34,0 30,1 33,8 39,8 30,8 35,7
Hop dong tir 3 — 12 thang 19,7 13,9 22,0 20,6 26,9 16,0
Hop déng dudi 3 thang 4,0 5,8 3,0 4.5 4.8 3,6
S6 lwong doanh nghiép 563 143 312 108 374 189

Ghi chir: Diéu tra ndm 2013. S6 liéu trinh bay ty 1¢ lao dong ky hop dong véi thoi han cu thé.
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9 BAO VE MOI TRUONG

Theo chi s6 Hoat dong moi trudng nam 2014, kha ning cia Viét Nam trong bao vé
mdi trudng xép thap nhét trong cac qudc gia ASEAN va ding thir 136 trén 178 nude duge
phan tich (EPIL, 2014). Céc chi s6 hoat dong méi trudng xac dinh chudn ning luc ciia mot
qudc gia trong bao vé sirc khoe con ngudi trude nhitng tac dong bat loi ciia moi trudng ciing
nhu nang luc dé bao vé hé sinh thai va ngudn tai nguyén thién nhién, tip trung vao chét
lwong ngudn nudce, bién ddi khi hau, ngudn nude, ndng nghiép, thiy san, rimg, da dang sinh
hoc va méi truong sdng. Trach nhiém quan Iy méi trudng 13 mot phan quan trong cta phat
trién bén vimg va ngay cang duoc xem xét khong chi 1a trach nhiém cta doanh nghiép ma
con la mdt co hdi kinh doanh (OECD, 2005). Do vay, chuong nay s€ xem xét cac hoat dong
moi trudng cua cac DNNVV Viét Nam. Pay van con 1a mot van dé méi va chua duoc
nghién ctru nhidu ¢ Viét Nam. Cac quy dinh phép luat va van ban huéng dan thi hanh cac
diéu kién, trach nhiém va nghia vuméi truong cta cac DNNVV d3 dugc dua ra gan day va
van dang trong qua trinh hoan thién. Viéc thu thap dit liéu va thuc hién cic phan tich vé chu
dé nay bét dau tir cudc diéu tra DNNVV nam 2007, do d6 mot phan ciia bao céo nay sé luu y
vé nhirng gi da xay ra ké tir thoi diém do.

Noi dung cua chuong nay bao gdm cac van dé lién quan dén Gidy chimg nhan tiéu
chuan moi truong (ESC). Khung phap 1y hién nay diéu chinh hoat dong ciia DNNVV va
tuong tac cua cac doanh nghiép nay voi moi truong & Viét Nam dugc néu trong ba van ban
phap 1y chii yéu sau: (i) Luat Bao vé méi truong ndm 2005; (ii) Nghi dinh 80/2006 huéng dan
thi hanh Luat Bao vé méi truong va (iii) Nghi dinh 29/2011 quy dinh chi tiét va huéng dan thi
hanh mot sb diéu cta Luat Bao vé Moi truong. Theo cac van ban, cac doanh nghi¢p tién hanh
cac hoat dong nhit dinh nao d6 (6 nhiém), khong phan biét tinh trang phap 1y cta doanh
nghi€p, phai 1ap bdo cdo danh gia tdc dong mdi truong (BTM). Céc bao cdo DTM phai duoc
tham dinh bai mot hoi dong va duoc chap thuan cia co quan nha nudc c6 lién quan (Bo TN &
MT, Uy ban nhan dén cép tinh tiy thudc vao loai hinh cu thé ciia du 4n). Cac doanh nghiép
dugc cip ESC néu dap tmg cac bién phap kiém soat 6 nhiém moi trudng néu trong bao cao
DPTM. Sau khi duoc cép ESC, doanh nghi¢p co thé bét dﬁu/tiép tuc hoat dong san xuét kinh
doanh. Chi nhitng doanh nghiép hoat dong tronglinh virc nhat dinh phai tuan theo thu tuc nay,
va Nghi dinh 29/2011 quy dinh cu thé 144 loai hoat dong phai tuan thu cac quy dinh trén. Néu
mdt doanh nghi¢p hoat dong trong mot linh vuc khong nam trong danh sach nay, doanh
nghiép d6 khong c6 nghia vuvé mat phap 1y phai c6 bao cdo DPTM va ESC, mic du van duoc
yéu cau ky cam két bao vé moi truong. Cin cir vao cac hoat dong phai 1ap DTM duoc liét ké
trong Nghi dinh 29/2011, ching t6i loai trir cac doanh nghi€p phén tich c6 dang ky 1a nha
cung cép dich vu va doanh nghi¢p thugc linh vyc tai ché (ISIC37).

Nhu trinh bay trong Bang 9.1, chi c6 16,2% doanh nghi¢p bao cao cd6 ESC trong ndm
2013, khong ting dang ké so voinam 2011 khi chi khac nhau 0,2 diém phan trim. Diéu nay
cho thdy viéc tuan thu phap luat moi trudng 6n dinh trong hai nim qua. So v&i naim 2007 khi
chi ¢6 9% cac DNNVV duoc phong van c6 ESC va dén nam 2009 c6 13% cac DNVVN c6
ESC thi ndm 2013 di suy giam tc do tang truong s6 luong doanh nghiép c6 ESC. Sé luong
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ESC van & muc rat thdp ngay ca khi mot sé doanh nghiép trong mau hoat dong trong céc
linh vuc khong yéu cau phai c6 ESC.

C6 sy khac biét dang ké trong ty 18 cap gidy ching nhan giita cac tinh, thanh phd,
TP. HS Chi Minh c6 ty 1& cao nhét cac doanh nghiép c6 ESC (27,7%). Py ciing 1a tinh
/thanh c6 ty 1¢ tang truong cdp gidy ching nhan moi trudng cao nhat so vdiniam 2011. Long
An c6 ty 1€ cao thtr hai voi 23,5% doanh nghiép c6 ESC. Tiép theo, Ha Noi1 ¢6 22,3% doanh
nghiép c6 ESC va ty 1& & Hai Phong 1a 18,3%. Céc tinh/thanh con lai c6 ty 1¢ thap hon va c6
xu hudng giam, trong d6 Quang Nam 13 dia phuong c6 ty 1& giam manh nhat khi ty 1& cia
nam 2013 thap hon 45% so véi nam 2011,

Bing 9.1: Chirng nhén tiéu chuin méi trwong theo tinh/thanh,
hinh thirc phap ly va quy mé doanh nghiép (%)

Ty 1€ doanh nghiép c6 chirng nhdn
tiéu chuan moi truong

2011 2013 Cé hai nim
Toan b 16,0 16,2 16,1
Tinh/thanh Ha Noi 19,8 22.3 21,1
Phu Tho 10,8 7,2 9,0
Ha Tay 9,4 6,8 8,1
Hai Phong 20,2 18,3 19,3
Nghé An 13,9 8,4 11,2
Quang Nam 14,8 8,1 11,4
Khanh Hoa 6,4 18,2 12,1
Lam Pong 11,8 7,8 9,8
TP. H6 Chi Minh 21,2 27,7 24,5
Long An 22,1 23,5 22,8
Hinh thte phap 1y Ho gia dinh 9,1 6,2 7,6
Doanh nghiép tu nhan 23,8 30,1 27,0
Hop danh/Tap thé/Hop tac xa 35,4 33,3 34,5
TNHH 28,3 33,6 31,0
Cb phan 36,3 41,7 39,2
Quy mo Siéu nho 9,2 7,6 8,4
Nho 252 33,3 29,0
Vira 54,5 58,1 56,2
S6 quan sat 2.413 2.423 4.836

Phan 16n miu cia ching t6i bao gdm cac doanh nghiép ho gia dinh va cic doanh
nghiép nay van 13 it kha niang c6 ESC, bai vi viéc thuc thi cac quy dinh vé méi truong van
chua huong tédi muc tiéu la cdc doanh nghi€p quy mo6 nho hon. Hon nira, so voi nam 2011,
ty 1& doanh nghiép ho gia dinh s¢ hiru voi ESC d giam 30%. Twong tu nhu cic cudc didu
tra trudc, doanh nghiép 1a cong ty cd phan c6 xu hudng c6 ty 1& ESC cao nhit va ting so voi
nam 2011. Céc loai hinh doanh nghiép khac gitta & mirc 30%. Tuy nhién, trong khi ty 1& cap
ESC ngay cang ting dbi véi cac doanh nghiép tu nhan va cong ty trach nhiém hitu han, thi
cac cong ty hop danh/ hop tac xa cdé muc giam it.
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Khi tich miu theo quy mé doanh nghiép, chung toi nhan thiy mot xu hudng rd rang 1a
cac doanh nghiép quy mé 16n hon ¢ xac suit c6 ESC 16n hon. Pang chi y 1a khoang 60%
cac doanh nghiép c6 quy mé trung binh trong mau cua chung t6i c6 ESC. Cac doanh nghiép
16n cling tang ty 1& duoc cap gidy ching nhan méi trudng so véi nim 2011, trong khi cac
doanh nghiép nho hon lai sut giam. Nhu thé hién trong Bang 9.2, viéc han ché cac mau doi
v6i cac doanh nghiép ho gia dinh cho thiy nhitng doanh nghiép ding ky chinh thirc (¢ cp
quan, huyén) cé ty 1¢ co6 ESC 16n hon.

Bing 9.2: Chirng nhin tiéu chuin méi trueong
cuia cac h§ gia dinh phan theo tinh chinh thirc

Ty 1€ doanh nghiép c6 chirng nhan
tiéu chuan moi truong

Khong Khong Tong
Chinh thirc 775 87 854
(89,8) (10,2) (100,0)
Phi chinh thire 681 8 689
(98,8) (1,2) (100,0)
Tong 1.448 95 1.543
(93,8) (6,2) (100,0)

Ghi chi: Dinh nghia doanh nghiép chinh thirc: C6 ma s6 doanh
nghiép hoac dang ky kinh doanh va ma so thué. Ty 1€ phan tram trong
ngodc don.

Bang 9.3 phan tich cac doanh nghiép c6 ESC theo nganh (¢ mic ISIC hai chir sb). Cac
sO lidu cho thay ty 1& cip gidy ching nhan mdi trudng ciia cac DNNVV gitt ¢ mirc khong
d6i so voi nam 2011. Mic du ty 18 trung binh khong d6i, da c6 nhimng thay doi quan trong
giita cac doanh nghiép thudc cac nganh khac nhau. Ty 1 cao nhét 1a cac doanh nghiép thudc
nganh hoa dugc (ISIC24), cao su (ISIC25) va giéy (ISIC21), voi ty I¢ lan luot 14 46,2%,
35,9% va 23,6% nhung co sy sut giam so v&i nam 2011. Mot sé nganh co ty 18 ESC thap
hon 10% 1a ché bién gd (ISIC 20), xuét ban (ISIC22), ché taosan pham kim loai (ISIC28) va
d6 noi that (ISIC36). Tuy nhién, can chi y 1a viéc doanh nghiép c6 hay khong c6 ESC phu
thudgc vao nganh hoat dong. Vi vay, can than trong khi dién giai nhiing két qua nay nhu la
mot tin hiéu cla sy tudn tha tdt hon cac quy dinh vé moi trrong. Trén thuc té, cac linh vuc
c6 ty 18 doanh nghiép c6 ESC cao co thé sé& 1a linh vuc yéu cau cac doanh nghiép phai c6
ESC. Piéu nay dugc minh hoa trong Hinh 9.1, trong d6 cho thay rang hon 60% cac doanh
nghiép theo dudi chimg nhin méi truong do yéu cau ctia phap luat. Do vy, cic DNNVV
Viét Nam twong tu nhu cic qudc gia khac, noi ma tinh hop phap nhu mét dong luc quan
trong trong dap tng céc tiéu chuan moi truong (Gadenne va cong su, 2009).
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Bang 9.3: Ching nhin tiéu chuin mdi trudng theo nganh, nghé

Doanh nghiép c6 chimg nhén tiéu chuin méi truong

2011 2013
11;{% Nganh C6 (%) Khong (%) Téng C6 (%) Khéng (%) Tong
San phdm thuc phim va
15 X% 167 (22,8) 567 (77,2) 734 142 (18,8) 613 (81,2) 755
do uong
17 Dét 11 (10,6) 93 (89,4 104 12 (12,50 84 (87,5 96
18 May mac, v.v... 9 74 112 (92,6) 121 20 (174) 95 (82,6) 115

19 Thuécdavadamaymic 4 (8,5 43 (91,5 47 5 (10,00 45 (90,0) 50
20 Gb vacac san phim gb 8 (32) 240 (96,8) 248 15 (6,1) 231 (93,9) 246
21  Gidyvacacsanphamgidy 18 (26,9) 49 (73,1) 67 17 (23.6) 55 (764) 72
22 Xuétban, in4n, v.v... 8 (13,6) 51 (864) 59 5 (7.8) 59 (922) 64
23 Déiumoé tinh ché, v.v... 1 (143) 6 (857) 7 2 (2500 6 (750) 8

24 Sanphimhoéahoc,v.v.. 20 (51,3) 19 (48,7) 39 24 (462) 28 (53.8) 52
25  Sanphimcaosuvanhya 41 (36,0) 73 (640) 114 47 (359) 84 (64,1) 131
26  Sanphimkhoang phikim 28 (24,6) 86 (754) 114 26 (255 76 (74,5) 102

27 Kimloai co ban 9 (257) 26 (743) 35 4 (148) 23 (852) 27
28  Sanphdmkimloaidic 27 (63) 404 (93,7) 431 35 (83) 38 (91,7) 421
29-32 M4y méc 15 (203) 59 (797) 74 15 (23,1) 50 (769) 65
34 Xecd, V.v... 3(17,6) 14 (824) 17 3 (2500 9 (750) 12
35  Phuongtiéngiaothong 3 (37,5) 5 (625 8 3 (333) 6 (667) 9
36 Noi thit, v.v... 13 (67 181 (933) 194 17 (86) 181 (91,4) 198

Téng 385 (16,0) 2.028 (84,0) 2413 392 (162) 2.031 (83,8) 2.423

Ghi chii: Dya trén mau tong thé. Khong bao gdm 33 doanh nghiép trong nganh dich vu trong nam 2013. Ty 1é phan trim
trong ngoac don.

Ty 18 thap cac doanh nghiép co gidy ching nhan méi trudng ¢ thé do han ché kién
thirc vé cac yéu cau phap 1y nén chung t6i chuyén sang phan tich trinh do hiéu biét vé cac
quy dinh méi trudng ciia cic DNNVV. Hinh 9.1 cho thay birc tranh nhan thirc vé Luat Moi
truong cua cac DNNVV Viét Nam. Nhin chung, cidc doanh nghi€p dudong nhu chua nhén
thirc dugc nhing linh vyc quan trong ciia phap ludt vé méi truong cé anh hudng dén hoat
dong cua doanh nghiép. Phan 16n doanh nghiép (khoang 80%), hodc khong c6 kién thic vé
Luat Mbi truong hodc néu cé thi rat kém. Chi c6 1/5 s6 ngudi duge phong van tra 10i rang
kién thirc ctia ho 1a tot hay trung binh. Nam 2013, ty 16 DNNVV thay rang kién thuc vé Luat
Moi truong 13 tot hay trung binh giam nhe so véi nam 2011. Néu so sanh véi ndam 2007 va
nam 2009, xu hudng nhan thitc han ché vé quy dinh méi trudng gitr khong ddi (CIEM, DoE,
ILSSA, 2010). Nhimng con sb trén mot phan phan anh thuc té rang ESC 1a khong can thiét
trong tt ca cac linh vuc, nhung ciing cho thdy cic quy dinh vé méi trudng chua c6 strc lan
toa trong cong ddng DNNVV. Do vy, dudng nhu ¢ rat nhiéu cong viéc can phai dugc thuc
hién dé ning cao nhan thirc vé cac quy dinh méi trudng trong cac DNNVV, qua d6 cai thién
cac hoat dong mdi truong ndi chung cua Viét Nam. Nhitng phat hién trong nghién ctru trude
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day da chi ra rang néu c6 nhiéu chil /nha quan 1y DNNVV nhén thirc dugc nhimng loi ich gin
lién voi hoat dong méi trudng (vi du thong qua cac chién dich cta chinh phu va chuong
trinh quang cdo), ho s€ c6 khuynh hudéng tham gia vao cac hoat dong than thi€n moi truong
(Gadenne et al., 2009).

Hinh 9.1: Kién thirc vé Luit méi trudong (%)

H2011 #2013

60
50 —
40 I
30 —
20 —

0 I .

Tot Trung binh Khéng c6 kién
thire/khong quan
tam

Tiép theo, Hinh 9.2 cho thiy Iy do cia viéc ¢6 ESC giit nguyén so v6i nam 2011,
Chting t61 nhan théy co tang vé nhu ciu cai thién diéu kién lam viéc, nhung suy giam lon
trong ¢ gidy chimg nhan dé thu hit nhidu khach hang hon. Phét hién nay c¢é thé chi ra mic
d6 danh gia thap ESC trén thi trudng khi ma khach hang khong danh gia cao viéc quan Iy
mdi trudng duge dam bao bang mot gidy ching nhan moi trudng. Pong thoi, két qua phan
tich ciing cho thay nhiing 1y do thuong mai khong khuyén khich chi s& hitu DNNVV c¢6
ESC va thuc trang nay trai nguoc v6i hau hét cac nude khac khi cac bang chimg cho thay ap
luc thwong mai 1a nhan t& quan trong dé doanh nghiép c6 gidy ching nhan moéi trudng
(Psomas et al., 2011; Zhu et al., 2007; Simpson et al., 2004; Porter & Linde, 1995). So voi
nam 2011, ty 1€ cac DNNVV c¢6 ESC do 1y do c& nhan — trach nhi¢m bao v¢ mdi trudong ndm
2013 giam khong dang ké. Twong ty nhu nam 2011, ky vong vé kha ning giam chi phi khi
quyét dinh c6 ESC chiém ty 1¢ khong dang ké. Lién quan dén van dé nay, cic DNNVV Viét
Nam tuong tu nhu DNNVV & cac nude khéc, noi cha s¢ htu/ngudi quan ly c6 nhéan thuc
han ché vé viéc cat giam chi phi c6 thé 1a két qua cta hoat dong than thién v6i méi truong
(Gadenne et al., 2009).

Nhu da trinh bay, ty 1€ cdc DNVVN c6 ESC khong cao. Do vay, chung t6i s€ phan tich
nhitng khé khin ma doanh nghiép gip phai khi ¢d gang thuc hién day du cic yéu cau cia
cac quy dinh vé moi truong. Nhitng han ché nhan thirc chi yéu va nhiing tré ngai phai ddi
mat v6i nhitng doanh nghiép c6 ESC 1a gi? Bang 9.4 m6 ta céc chi tiét cau tra 10i lién quan
dén nhiing kho khin ctia doanh nghiép va chi phi tuan thi. Cac miu duoc phéan chia giira
nhimg doanh nghiép c6 va khong c6 ESC, thé hién twong tmg trong bang (a) va (b).
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Hinh 9.2: Ly do c6 chirng nhan tiéu chuin méi treong (%)

Yéu céu cua phap luat 6064
Cai thién didu kién lam viéc i 620
, o 8

Ly do canhan 9

Thu hut thém/theo yéu cdu khach hang io
Giam chi phi (trong dai han) i
Khi 2

ac |5 2013 2011
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Ghi chti: Ly do ca nhan bao gdm niém tin vao nghia vu phai bao vé méi truong. Mau khong can bang.

Nhu trudng hop hai nim trude, yéu cau vé phong chéng chay nd va chat luong khong
khi 13 nhiing tiéu chuan khé khin va ton kém nhat. Yéu cau it kho khin va tén kém nhat
chinh 13 céc tiéu chuan vé nhiét do, nudc va xir Iy chét thai. Trong thoi gian 2 nam qua, viéc
tuan thi cac quy dinh vé phong chéng chay nd tré nén kho khin hon, trong khi tuan thu cac
yéu cau vé quan 1y chat luong khong khi, nudc va xtr 1y chat thai tré nén dé dang hon. Co
mot s6 khac biét gitta kho khan va chi phi giira cac yéu cau cu thé cia quy dinh vé moi
treong. Vi du, dap ung ti€u chuan nhiét d6 nam 2013 khé khin hon so véi nam 2011 nhung
viéc tuan tha yéu cau nay it ton kém hon. Tiéu chuan xir 1y chat thai va 6 nhiém ngudn nudc
duogc coi la it kho khan, nhung viéc tuan thu trong nam 2013 lai tén kém hon.

Péi vaic 4c doanh nghiép khong c6 ESC, dap tmg tiéu chuan vé chat luong khong khi
duong nhu 1 khé khan nhat. Cac tiéu chuan, diéu kién kho tiép theo 1a phong chdng chdy nd
va nhiét d6. So sanh nhimng khé khin theo nhéan thirc va thyc té ciing nhu chi phi lién quan
dén viéc tuan tha, cho théy cac thong s6 tuan thu vé nhan thac va thuc té ¢6 lién quan chat
ché v&i nhau. Tuy nhién, c6 su khac biét gitta nhitng khoé khan theo nhan thirc va trén thyc té
trién khai. Vi du, cac doanh nghiép nhan thuc yéu cau vé chat luong khong khi, nhiét d va
quan 1y tiéng 6n kho khan hon thuc té. Diéu nay c6 vé 1a ddu hiéu cia cac cong ty khong
tuan thi duong nhu danh gia qua cao nhitng kho khan lién quan dén viéc tuan thi trong céac
linh vuc nay. Nguoc lai, ddi véi cac yéu cau vé phong chdng chay nd, doanh nghiép khong
c6 mot ESC dudng nhu danh gia thdp nhu cau lién quan dén viéc tuan thu quy dinh vé trach
nhiém méi trudng trong phong chdng chay nd. 26,4% doanh nghiép khong c6 ESC cho rang
yéu cau phong chéng chay nd 1a kho dap tmg nhung thuc té co dén 28,7% doanh nghiép co
ESC gép kho khan nay.
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Bang 9.4: Khé khiin va chi phi tudn thii chirng nhan tiéu chuian méi treong

Kho khin nhét (%) Tbn chi phi nhit (%)
Yéu cAu 2011 2013 TAt ca 2011 2013 TAt ca

Panel (a) Doanh nghiép c6 chirng nhan
tiéu chuan moi truong

Chat lwong khong khi 28,4 26,8 27,6 46,0 32,3 38,8
Phong chdéng chay nd 23,5 33,4 28,7 20,1 27,5 24,0
Nhiét do 10,4 12,3 11,4 14,2 11,1 12,6
Anh sang 1,7 2,8 2,3 1,0 3,2 2,2
Tiéng 6n 7,3 8,2 7,8 52 6,7 6,0
Réc thai 13,2 6,0 9,4 4,5 7,9 6,3
O nhiém nudc 14,2 9,5 11,7 8,0 10,8 9,4
Suy giam/6 nhiém dét 1,4 0,6 1,0 1,0 0,6 0,8
Tdng s6 289 323 612 289 322 611

Panel (b) Doanh nghiép khong c6 chirng nhén
tiéu chuan moi truong

Chat lwong khong khi 33,2 27,2 30,1 45,6 31,6 38,3
Phong chdng chay nd 26,7 26,4 26,6 22,1 25,7 24,0
Nhiét do 12,5 18,6 15,7 14,1 15,9 15,1
Anh sang 2,4 2,3 2,3 1,3 2,0 1,7
Tiéng on 14,3 16,5 15,4 6,6 14,4 10,7
Réc thai 3,9 3.3 3,6 4,3 3,9 4,1
O nhiém nuéc 6,2 4,9 5,5 4,7 5.4 5,1
Suy giam/6 nhiém dét 0,8 0,8 0,8 1,3 1,1 1,2
Tong b 1.284 1.436 2.720 1.284 1417  2.701

DPé x4c dinh mac d6 thuan loi dé co6 duocESC, chung t61 xem xét mot doanh nghi¢p
mat bao nhiéu ngay dé c6 dugc ESC. Thoi gian trung binh khoangl 9,5 ngay vao nam 2013
va 18 ngay trong nim 2011.So vé&i thoi gian can thiét dé c6 duoc cac tai liéu phap 1y can
thiét khac cho hoat dong kinh doanh nhu chimg nhan dang ky kinh doanh, gidy chimg nhan
chuyén giao cong nghé véi thoi gian trong tGng 1a 46 va 20 ngay, thoi gian co duge ESC 1a
kha nhanh. Tuy nhién, so v6i cac gidy ching nhan khéac, chang han nhu Gidy chting nhan
dang ky bao hiém xi hoi, Gidy chimg nhan dau tu hoic Gidy chimg nhan phong chdy chira
chdy (khoang 15ngay) thi thoi gian c6 duge ESC 16n hon mot chit.

Nhu trinh bay trong Hinh 9.3, cic doanh nghiép chil yéu tap trung vao viéc thuc hién
cac yéu cau vé phong chay chita chay véi ty 1é 33% va 35% doanh nghiép c6 ESC twong
g trong nam 2011 va 2013. Céac yéu cdu vé anh sang va nhiét do co ty 1& doanh nghiép
thuc hién ¢ mirc 25%. Chung t6i nhan thay cac doanh nghiép di c6 nhitng nd luc cao hon
dang ké trong xir 1y cac yéu cau vé anh sang va mdi truong trong nam 2013 so v6i nim
2011. Yéu cau duy nhét co ty 18 thap hon 13 quan 1y chat lugng khong khi
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Hinh 9.3: Doanh nghiép xir Iy cac yéu t6 méi treomg? (%)

Phong chéng chiy né P
Anh séng  —
Nhict do IE——
Réc thi MeS—
O nhiém nudc —
Chat lugng khong khi __
—

Tiéng on

Suy gian/6 nhidm dét r =2013  =2011

0 5 10 15 20 25 30 35 40

Trong phan cudi cua chuong nay, ching toi phan tich dau tu cho céc thiét bj dép tng
cac tiéu chuan moi truong. Hinh 9.4 cung cap thong tin vécac khoan dau tu vao cac trang
thiét bi trong nam 2011 va ndm 2013. Tét ca cac gia tri dugc diéu chinh theo lam phat.

Hinh 9.4: Pau tu vio trang thiét bi nham dat dwoe
cac tiéu chuin méi truong (ty ddng, doanh sé thure)

m2011 m2013
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Suy giam/6 O nhim  Racthai Chit lwong Tiéngon Phongchéng Nhiét d6  Anhsang
nhiém dét nuéc khong khi chay no
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Nhin chung, nim 2013 cac doanh nghiép da dau tu ithon cho cac trang thiét bi moi
truong so v6i nam 2011, Tong sd tién dau tu giam khoang 40%, tir 155 ty dong trong nam
2011 xudng con 96,5 ty déng trong nim 2013. Cac DNNVV dau tu nhiéu nhat vio cac trang
thiét bi chéng lai viéc thoai hoa dat va 6 nhiém nguén nudc, trong khi cac khoan dau tu vao
cac loai thiét bi khac 1a khong dang ké. Trong nam 2013, dau tu vao cac thiét bi c6 thé ngin
chin thoai hoa dat co gid tri thuc cao nhat khoang 50 ty dong. Trong khi cing mot loai thiét
bi dic trung trong ndm 2011, chi phi thdp hon so vdi chi phi cia thiét bi giam thiéu 6 nhiém
nudc bén lan. Nam 2011, cac doanh nghiép dau tu nhiéu hon cho cac trang thiét bi xir ly
chat thai va giam thiéu thiét hai do tiéng on so v&i nam 2013 Cac khoan dau tu vao thiét bi
mdi truong phan 16n dugc cac doanh nghiép thuc hién gan day tring khop véi thoi diém co
hi€u lyc cua Luat Méi truong. Tinh trung binh, trang thiét bi moi trrong c6 do tudi 14 6 nam,
cac thiét bi xtr Iy nudc thai c6 tudi doi 16n hon so véi cac loai trang thiét bi khac (trung binh
7,4 nam).
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10 THUONG MAI VA CAU TRUC BAN HANG

Pé phat trién cac chinh sach dinh huéng xuat khau va hop 1y dé khuyén khich céc
doanh nghiép xuét khau, diéu quan trong 13 hiéu duoc hanh vi xuit khau va cac cdu trac ban
hang néi chung cia cac doanh nghiép san xuat Viét Nam. Chuong ndy cta bao cdo sé cung
cdp mot céi nhin tong quan vé cdu triic thuong mai va ban hanh trén co sé phan tich cudc
diéu tra DNNVV ndm 2013,

10.1 Hanh vi xuit khiu

Bang 10.1 cung cép thong tin tong quan vé cac doanh nghiép xuat khau theo do tudi,
quy md, dia diém va hinh thirc s¢ hiru. Trong nam 2013, 150 doanh nghiép trong sb 2.461
doanh nghiép duoc khao sat tham gia vao hoat dong xuét khau, twong tng véi 6,1% trén
tong mau. Ty 1& nay twong tu nhu nim 2011 (145 doanh nghiép). Trong s6 150 doanh
nghiép xuat khau trong nam 2013 chi c¢6 29 doanh nghiép siéu nho vi tuong Gmg vai 1,6%.
Néu loai trir cac doanh nghiép siéu nho thi ty 1& doanh nghiép tham gia xuét khau 1a 21%.
Pong thoi, két qua ciing cho thdy nhiéu doanh nghiép trd thanh nha xuét khau theo thoi gian
(117 trong s6 1988 doanh nghiép xuat khau trong nam 2011 - 6% va ting 1én 133 doanh
nghiép xuét khau trong nam 2013 - 6,7%).

Vé mit Iy thuyét, cac doanh nghiép c6 hiéu qua hon vé mit k¥ thuat khi xuat khau do
c6 kha nang canh tranh trén thi truong quéc té. Mt khac, cac doanh nghi¢p co thé hoc hoi tir
viéc tham gia xuat khau nhu giam chi phi va thiét ké san pham phu hop véi khach hang

nudc ngoai.

Bing 10.1: Doanh nghiép xuit khau (%)

2011 2013

Toan bd 6,0 6,1
Quy mo Siéu nho 1,4 1,6
Nho 10,9 13,1

Vira 38,2 35,6

Dia diém Nong thon 4,0 4,7
Thanh thj 8,8 7,9

S& hitu Ho gia dinh 1,6 1,8
Doanh nghiép tu nhan 7,8 7,1
Hop danh/Tap thé/Hop tac xa 9,2 14,5
TNHH 18,0 15,6
C6 phan 10,9 13,8

Theo Béang 10.1, cac doanh nghiép 16n hon c6 xac suat xuat khau 16n hon. Cac doanh
nghiép & thanh thi c6 nhiéu kha nang xuit khau hon so véi cic doanh nghiép nong thon.
Hinh thuc s¢ hitu cling dong mot vai trdo quan trong trong vi¢c xac dinh liéu mot doanh
nghiép c6 hoat dong xuit khau hay khong. Cac doanh nghiép ho gia dinh duong nhu khong
c¢6 kha nang xuat khau, trong khi d6 15% cong ty trach nhiém hiru han va cong ty c¢6 phan c6
hoat dong xuat khau.
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Bang 10.2 trinh bay chi tiét vé cac doanh nghiép xuit khau. Trong sd 150 doanh
nghiép xuat khau, chi c6 68 doanh nghiép cung cdp thong tin vé nhiing van dé dugc néu
trong Bang 10.2. S6 luong trung binh cua cac khach hang nude ngoai 1a 4. Khoang 25 phan
traim doanh nghiép xuat khau chi c6 1 khach hang, va 10% doanh nghiép c6 16n hon 10
khach hang. Piéu nay cho thiy cac doanh nghiép xuat khau cé twong ddi it d6i tic thuong
mai nudc ngoai khi tham gia vao xuit khau truc tiép, va cac doanh nghiép nay c6 cau
chuyén mon hoa nhiéu hon so véi cac doanh nghié¢p khong xuét khau. Doanh thu tai thi
truong nude ngoai chiém khoang gan mot nira doanh sb hoat dong cia cac doanh nghiép
xudt khau: 48,2% tong doanh thu tir xuat khau. Ty 1& nay cao hon dbi v6i cac doanh nghiép
ndng thon so voi doanh nghiép thanh thi.

Bing 10.2: Chi tiét vé doanh nghiép xuit khau (%)

2 Thanh  Non
Tong " hen

Sb quan sat 68)  (44) (24

Sd luong khach hang xuét khau truc tiép 3,7 3,3 4.5
Ty trong xuit khiu trong tong doanh thu 48,2 45,8 52,6
Nhan thong s6 k¥ thuat san pham, thiét ké va nguyén vat liéu tir khach hang 76,5 75,0 79,2
Str dung tu van phap 1y khi ky hop dong xuat khau truc tiép 42,6 52,3 25,0

Hop tac v6i ddi tac nude ngoai cung cip truc tiép cong nghé va chuyén gia 66,2 61,4 75,0

Ghi cht: 68 doanh nghiép trong téng s0 150 doanh nghiép xut khau tra 10i toan b cac cau hoi lién quan trong
bang. Pac diém cia doanh nghiép xuat khau theo so li¢u diéu tra nam 2013.

Trung binh 8 trong s6 10 doanh nghiép nhan dugc thong s6 k¥ thuat san pham, thiét ké
hodc nguyén vat liéu tir khach hang nudc ngoai va hon 60% doanh nghiép xuat khau duoc
cung cap cong nghé va chuyén mon tryc tiép tir cac dbi tac thuong mai nude ngoai ma ho 18
ra khong c¢6 quyén tiép can. Khoang 40% doanh nghiép sir dung tu van phéap luat khi tham
gia hop dong xuat khau truc tiép. Doanh nghiép nong thon cé rat it kha ning sir dung tu van
phap 1y so véi cac doanh nghiép thanh thi, cho thdy day c6 hé 1a mot ddu hiéu cta dich vu
phap 1y kém phat trién ¢ nong thén. Cudi cing, doanh nghiép xuat khau co ty 1é quang cio
16n hon. Mot phan ba doanh nghiép xuit khau c6 hoat dong quang cio, trong khi d6 chi c6
11 phan trim cua cac doanh nghiép khong xudt khau quang céo, cho thay kha nang hién thi
1a quan trong hon di véi doanh nghiép xuét khau.

Mot dic tinh khac ctia cac doanh nghiép xudt khau 1a co gia tri cao hon so voi doanh
nghiép khong xuat khau. Bang 10.3 cho thay tong doanh thu binh quan nhan vién toan thoi gian
va tong loi nhuan rong binh quan nhan vién toan thoi gian phu thudc vao viée doanh nghiép
xuét khau hay khong. Ddi v6i doanh nghiép xuat khau kiém, doanh thu binh quan 1a 112 tridu
ddng gan gap hai lan so voi 61 triéu dong ciia doanh nghiép khong xuat khau. Néu khong xét
quy mé va dia diém doanh nghiép, tong doanh thu binh quan ctia doanh nghiép xuét khau 16n
hon déng ké. Phan tich tong loi nhuan rong binh quan (khong bao gdm doanh nghiép thanh thi
va doc lap voi quy mo, dia diém) doanh nghiép xuét khau c6 1oi nhuan binh quan cao hon so voi
doanh nghiép khong xuét khau. Su khac biét vé& loi nhusn rong khong 16n nhung dang ké khi
xem xét timg loai hinh doanh nghiép. Vi du, cac doanh nghiép nhé va siéu nho xuat khau &
néng thén dudng nhu c6 két qua tot hon so v6i doanh nghiép khong xuét khau.
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Bang 10.3: Doanh thu binh quan va lgi nhuin binh quén lao dong toan thoi gian

Loi nhuan binh quéan

Doanh thu binh quén lao dong toan thoi gian lao dong toan thoi gian

Xuit khau Khéng xuét khau Xuit khiu Khéng xuét khau
Tong 112,3 61,2 9,6 9,0
Siéu nho 73,3 56,3 10,6 9,4
Nho 130,5 75,1 9,9 7,8
Vira 106,8 80,9 8,6 8,4
Thanh thi 113,9 73,9 8,8 10,4
Nong thon 110,2 51,9 10,7 8,0

Ghi chi: don vi ty dong.

Néu khong xem xét quan hé nhan qua, két qua udc luong probit dé xac dinh hoat dong
xuit khau duoc néu trong Bang 10.4.

Bing 10.4: Nhan to quyét dinh xuét khau

Hésé  Thong ké-z

Tudi doanh nghiép S6 nam (x1.000) 0,095 (1,27)
Quy mo doanh nghiép Tbdng lao dong (x1.000) 0,475** (2,39)
Téng doanh thu log (x100) 1,346%%* (5,36)
Luong binh quan triéu dong/lao dong 0,007 (1,17)
Gi6i thiéu san phdm méi Co=1 0,003 (0,15)
Cai tién san pham hién c6 Co=1 0,018%* (2,52)
Dia diém Ha Noi -0,004 (-0,85)
Phu Tho -0,006 (-0,90)
Ha Tay 0,011 (1,32)
Hai Phong -0,015%** (-4,34)
Ngh¢ An -0,014%** (-3,46)
Quang Nam -0,013%** (-3,05)
Khanh Hoa -0,009** (-1,98)
Lam Pong -0,012%**  (-3,00)
Long An -0,008 (-1,48)
S¢ hitu Doanh nghiép tu nhan 0,011 (1,03)
Hop danh/Tap thé/Hop tac xa 0,039 (1,36)
TNHH 0,025** (2,28)
Cb phan 0,024 (1,32)
Bién gia nganh nghé Yes
Sb quan sat 2.372
Pseudo R-squared 0,328

Ghi chu: Probit, hiéut'mg‘bién. Do léch chuén tho, khéng trong $6. "*, ** ya *** chi muc do tin cayl10%,

5% va 1% . Co so: Tp H6 Chi Minh, ho gia dinh, ché bién thuc pham(ISIC 15).

Uéc luong bao gdm cac dic diém tiéu chuin cia doanh nghiép, logarit doanh thu
thuc té, luong lao dong thuc té binh quan, va céc chi s6 doanh nghi¢p gidi thi€u san phém
m&i hodc cong nghé méi. Tong két lai, ching toi tim thdy mot sb két qua thi vi. Pau tién,
doanh thu thuc té binh quan mdi lao dong cé quan hé thuin dén xuit khau, nhu da dé xuét
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trong Bang 10.3. Thir hai, tién luong binh quan c6 quan hé thuan dén xuét khau, cho thiy
lao dong 1am viéc trong cac doanh nghiép xuat khau co tién luong 16n hon so véi lao dong
lam viéc trong cac doanh nghiép khong xuat khau. Tom lai, cac doanh nghiép c6 nang suat
cao hon (dugc hiéu chinh theo quy mo), co nhiéu kha nang xuit khau hon. Tht ba, cac
doanh nghiép xuéat khau khong c6 kha ning giéi thiéu san phdm méi 16n hon nhung c6 kha
cai thién cac san pham hién c6 16n hon. Cac doanh nghiép tham gia hoat dong xuat khau
c6 ddi thi canh tranh rong 16n hon nén giam chi phi thong qua d6i méi va da dang hoa c6
thé rat quan trong cho sy séng con trong tuong lai. Thir tu, cac doanh nghiép xuat khau co
nhiéu kha nang dén tir TP HO Chi Minh hon tir c4c tinh Hai Phong, Ngh¢ An, Quang Nam,
Khanh Hoa va Lam Pdng. Cudi cung, doanh nghiép ho gia dinh c6 mot xac suat tham gia
thi truong xuat khau thap hon so vdi cac cong ty trach nhiém hiru han. Kha ning céc
doanh nghiép c6 cau trac phap 1y khac vao thi trudng nude ngoai khac khong dang ké so
v6i doanh nghi¢p h gia dinh.

Hinh 10.1 mé ta thi truong xuat khau trong nam 2013. Trong s6 150 doanh nghiép
xudt khau, 85 doanh nghiép cung cép thong tin vé thi trudng xuat khau cia ho va 65 doanh
nghiép cung cap thong tin vé nhap khau nguyén liéu. Trung Qudc va cac nude chau A vin
la thi truong xuit khau va nhap khau nguyén vat liéu cua cic DNVVN Viét Nam. Céc
nuéc ASEAN chiém thi phan xuat khau 16n nhat (khoang 17%), Nhat Ban (16%) va cac
nuéc EU (15%). Cac nudc chau A khic chiém 14,7%, trong khi Hoa Ky chiém khoang
11%. Khoang 10% cua céc nguyén li€u dugc st dung trong san xuit dugc nhap khau truc
tiép. Hau hét cac doanh nghiép cho rang nguyén liéu dugc nhap khau chi yéu tir cac nude
chau A. Trong do, 27,5% dugc nhép khau tir Trung Quéc, trong khi chi c6 mot phén nho
ctia cac doanh nghiép nhap khiu nguyén liéu tir My va EU (khoang 3% mdi thi truong).

Hinh 10.1: Thi treong xuit khau va nhap khau

® Nhap khau Xuit khau

30

25 1

20 -

15 A

10 A —

N I i
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Trung Nhat Ban ASEAN Cac nudc EU Nga Khac
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Mot nira s6 doanh nghiép cho biét phai mat it hon hai tudn dé hoan thanh thu tuc thong
quan va 20% doanh nghiép tén mot thang. Thoi gian xuat khau khac nhau rat nhiéu giira cac
doanh nghiép, khoang 40% trong tong sé 49 doanh nghiép cho rang phai mét it hon hai tuan
cho hang hoa tiép can vdi khach hang chinh sau khi né da dén dia diém dén xuat canh tir
Viét Nam. Khoang 45% doanh nghiép cho biét phai mat dén 14 ngay dé thong quan dbi véi
nguyén lidu dau vao nhap khau, trong khi 15% doanh nghiép mat hon mdt thang dé hoan
thanh nhap khau nguyén liéu.

10.2 Canh tranh va céu triic ban hang

Phan hai ctia chuong nay tap trung phén tich cau tric ban hang va nhan thirc ctia doanh
nghiép vé mic do canh tranh trong nganh, linh vuc hoat dong trong nam 2013. Céc két qua
khong thay ddi dang ké khi phan tich dir liéu can bang.

Hinh 10.2 cho théy nhan thirc v& mirc dd canh tranh cta doanh nghi¢p & thanh thi va
néng thon. Poc 1ap véi dia diém va quy mo, khoang 90% doanh nghiép cho rang ho phai dbi
mit voi mot sé ddi thi canh tranh trong linh vuc hoat dong. Trong khi cac doanh nghi¢p
thanh thi va nong thon cam thiy ap luc canh tranh twong ty nhau thi cac doanh nghiép nhé
lai 1a d6i twong thudng xuyén quan tim van dé nay. Trong thoi gian hai nim 2011-2013,
72% doanh nghiép béo cao mirc dd canh tranh di ting 1én ké tir nam 2011, va chi c6 24
phan traim nghi rang mirc d6 canh tranh van giit & muc cii. Chi c6 3% doanh nghiép cho rang
mirc 46 canh tranh giam. Céc s liéu nay tuong tu ddi v6i cac doanh nghiép thanh thi va
néng thén, nhung cé vé nhu mirc d canh tranh cia cac doanh nghiép noéng thon thap hon
doanh nghiép thanh thi. Sé liéu sau ddy minh hoa diém nay: trong khi 63% doanh nghiép
néng thén cam thay ap luc canh tranh da ting 1én so véi hai nam trude day so voi ty 18 84%
doanh nghiép thanh thi. Khoang 5% doanh nghiép nong thon cam thay rang mic do canh
tranh giam, nhung chi ¢6 1% doanh nghiép thanh thi cam thay nhu vay.

Hinh 10.2 cho thiy ty 1& cac doanh nghiép c6 hang ton kho nhiéu. Khoang 38% doanh
nghiép c6 hang ton kho khé tiéu thu, twong ting véi 927 doanh nghiép. Cac doanh nghiép
thanh thi ton kho nhiéu hon so véi cac doanh nghiép nong thon 47% so véi 31%. Cac doanh
nghiép siéu nhé ton kho it hon gan hai lan so véi cic doanh nghiép vira va nhé. So v6i naim
2011, chung ta thdy mot mirc do cao hon hang ton kho khé tiéu thy trong nam 2013 - ting tir
28% 1én 33%. Piéu nay twong tw & moi quy md doanh nghiép va dic biét d6i voi cac doanh
nghiép thanh thity 1¢ ndy ting thém 19 diém phan tram. Cac doanh nghiép nong thon la
ngoai 1¢ duy nhat khi c6 ty 1& hang ton kho khoé tiéu thu giam 9% so v&i nam 2011. Trong
khi cac doanh nghiép nong thén thoat khoi tinh trang hang tdn kho kho tiéu thy, ho cling
phai d6i mat thudong xuyén véi ap luc canh tranh manh mé. Trung binh, cac cong ty cam
thiy it canh tranh trong nim 2011 so véi nam 2013, nhung nguoc lai dbi v6i doanh nghiép
thanh thi va doanh nghi¢p quy mo vira.
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Hinh 10.2: Cam nhén vé mirc d§ canh tranh (%)
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Bay gio' ching ta kiém tra nhan thirc vé canh tranh cia DNNVV canh tranh tir cac
ngudn khac nhau dé xac dinh ngudn chinh cta canh tranh trong san xuat. Cac doanh nghiép
dugc yéu cau xép hang cac cip do nhan thirc vé ddi thi canh tranh trén thang diém bén va
diém trung binh duoc trinh bay trong Bang 10.5. Mic du da sé cac doanh nghiép duge khao
sat noi ré“lng ho cam théy ap luc canh tranh tr méi truong kinh doanh cua hg, mic do nhan
thirc trung binh ctia canh tranh 1 twong ddi nhu trong Bang 10.5. Diéu nay cho thiy nhiéu
doanh nghiép duoc khao sat dang hoat dong trong nhiing thi truong khong hap dan cho cac
doanh nghiép lon hon va hién dai hon.

Bang 10.5: Canh tranh tir cic ngudn khac nhau

Canh tranh tu:
Doanh ~ Doarh - Doanh MNP g
. nghiép nghlqip tu ngllle;p tur khau Bl:.on ngudn
So nha nude nhan nhan phi hop lau Kkhac
quan sat chinh thitc chinh thtc  phap

Téng mau (2.149) 1,9 2,7 2,9 1,7 1,6 1,7
Thanh thi (931) 1,7 2,5 2,8 1,5 1,5 1,5
Nong thon (1.218) 2,2 3,0 3,0 2,1 1,9 1,9
Ho gia dinh (1.326) 1,7 2,4 2,9 1,5 1,5 1,6
Doanh nghiép tu nhan (180) 2,3 3,0 2,9 1,8 1,7 1,7
Hop danh/Tap thé/Hop tac xd  (49) 2,5 3,0 2,9 2,1 2,0 1,7
TNHH (493) 2,3 3,2 2,9 2,1 1,9 1,8
C6 phan (101) 2,6 32 3,1 2,0 1,7 1,5

G}li chi: Mtrc d6 canh tranh Xép theq: 4 = Canh tranh khéc 1iét, 3 = Canh tranh Vi{a phai, 2 =Canh tranh khong dang
ké, 1 = Khong cé canh tranh, vi thé so cang cao thi mrcdd canh tranh cang 16n. Thiéu thong tin 312 doanh nghiép.
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Nhin chung, cac doanh nghiép phi chinh thirc tu nhan c6 muc dd cam nhén canh tranh
cao nhat (doc 1ap véi dia diém va hinh thic s hitu). Cac doanh nghiép tu nhan chinh thirc
dung thir hai. Cac doanh nghiép phai di pho véi hang nhap 1au c6 it canh tranh nhét. Trong
khi d6, cac doanh nghiép nha nudc, nhap khau hop phap, va cac ngudn khac khong tao ra
nhiéu mbi de doa. Tinh trung binh, cac ngudn canh tranh 13 vira phai. Tuy nhién, chiing ta co
thé quan sat sy khac biét nho giita cac doanh nghiép theo dia diém va hinh thic phép 1y gitra
doanh nghiép tu nhan va cong ty co phan so véi loai hinh doanh nghiép khac. Doanh nghiép
nong thén cam thdy canh tranh 16n tir doanh nghiép tu nhan (ca chinh thirc va khong chinh
thirc) va xem xét day 1a ngudn canh tranh 16n nhat. Tiép theo, canh tranh tir cac doanh
nghiép nha nuéc 1a khong dang ké, ngoai trir d6i v6i cong ty trach nhiém hitu han va cong ty
hop danh/hop tac xa. Didu nay phan anh thyc té 13 cac DNNVV Viét Nam san xuat hang hoa
khéc véi cac doanh nghiép 16n va hién dai.

Pé d6i pho véi stic ép canh tranh, cac doanh nghiép da thyc hién mot vai hanh dong.
Vi du, 20% doanh nghiép da gidi thiéu cac san phdm méi nhu mot phan tng dé canh tranh
trong nudc va nudc ngoai; 30% doanh nghiép da thyc hién cai tién cac san pham hién tai voi
cung 1y do trén. Gidi thiéu cong nghé méi ciing 14 mot cach dé dbi phod véi dbi tha canh
tranh - 40% doanh nghi€p thuc hi¢n hoat dong nay. Ty I¢ tuong tu cdc doanh nghi¢p cho
rang ting chi phi khong chinh thirc c6 thé giam nhe cac tac dong ciia moi truong canh tranh.

Nhu d& néu ¢ trong Hinh 10.2, khoang 38% doanh nghiép c6 hang ton kho. Hinh 10.3
cho thdy tai sao cac doanh nghiép gap khé khan trong tiéu thu hang ton khé. Ly do quan
trong nhat 14 c6 qua nhiéu san pham cung loai trén thi trudng. Ly do quan trong thw hai 1a
cac doanh nghiép khong tiép can duoc cic kénh ban hang. Khoang 5% doanh nghiép tin
rang chat luong ciia hang ton kho qua thip dé co thé tiéu thu duoc. Céac ty 1& twong tu dbi
v6i cac doanh nghié€p thanh thi va nong thon.

Mot cach dé giai quyét cac van dé ddi voi hang ton kho 1a san xuat theo don dat hang
truée. Khoang 60% doanh nghiép hau nhu ludn ludn san xuat cic don hang trude, trong
khi chi c¢6 11% khong bao gid san xuit don hang trudc (két qua khong duoc trinh bay
trong bao c4o). Cac doanh nghiép d6 thi co ty 18 san xuat theo don hang trude 16n hon cac
doanh nghiép ndng thon (65% so vdi 54%). Tuy nhién, c6 su khac biét rat 16n trong viéc
sit dung don hang trudc gitra cdc doanh nghi¢p theo hinh thire phap 1y va quy md. Chi co
mot nira sé doanh nghiép san xuat theo don hang trude, trong khi 74% cac cong ty ¢ phan
thudng xuyén lam nhu vdy. Khoang 86% doanh nghiép vira va nho san xuit theo don hang
trude, nhung chi ¢ 53% doanh nghiép siéu nhé. Nhirng phat hién nay cho thiy rang cac
doanh nghiép 16n chic chin trang bi tot hon dé ddi phé véi canh tranh.
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Hinh 10.3: Khé khin chi yéu trong ban hang ton kho (%)
®Tong ®Thanhthi ™ Noéng thon
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Két qua cua udc lugng probit dé xac dinh ddi tha mac d canh tranh nhan thic duoc
bang cach st dung cac dic tinh tiéu chuan duoc trinh bay trong Bang 10.6. Cac chi sé hang
ton kho, xuat khau va sé luong khach hang ciing duoc xem xét. Néu khong kiém tra quan hé
nhan qua, chung ta ¢ thé két luan rang lugng khach hang 16n hon va hang tén kho c¢6 quan
hé thuan chiéu dén nhan thic cia doanh nghiép vé canh tranh. Cac doanh nghiép tai TP Ho
Chi Minh c6 kha nang cadm nhan dugc sy canh tranh it hon cdc doanh nghi¢p ¢ Quang Nam,
Khanh Hoa va Lam Béng. Duong nhu cac doanh nghiép ho gia dinh ¢c6 mirc d§ canh tranh
thap hon so v&i cong ty trach nhiém hitu han va cong ty cd phan trong cting mét linh vuc
hoat dong. Piéu nay phu hop vai két qua mé ta & Bang 10.5.

Bing 10.6: Nhan t quyét dinh tinh canh tranh
Hé s6 Théng ké-z

Quy mo doanh nghiép S6 lwong lao dong (x1.000) -0,335 (-1,15)

Khach hang S6 khach hang 0,007 (1,17)

Hang ton kho C6=1, Khéng=0 0,097%%* (8,13)

Xuit khau C6 =1, Khong =0 0,003 (0,13)

Diadiém Ha Noi 0,014 (0,68)

PhaTho -0,055%* (-2,00)

Ha Tay -0,026 (-1,11)

Hai Phong -0,056* (-1,67)

Nghé An 0,010 (0,49)

Quéang Nam 0,043%%* (2,17)

KhanhHoa 0,097%*** (9,43)

Lam Pong 0,094%*x* (8,37)

Long An -0,050 (-1,45)

Sé hitu Doanh nghiép tu nhan 0,029 (1,44)

Hop danh/tap thé/hop tac xa 0,033 (1,01)

TNHH 0,038** (2,38)

C6 phan 0,050%* (2,31)
Bién gia nganh nghé Yes
S6 quan sat 2.461
Pseudo R-squared 0,09

Ghi chi: Probit, hi¢utmg bién. D¢ 1éch chuép tho, khong trong $6. *, #* v *k% chi muc do tin cayl0%, 5% va 1%.
Co s¢: Tp HOo Chi Minh, h¢ gia dinh, ché bién thuc pham (ISIC 15).
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Bay gio chung ta chuyén sang xem xét img dung san xut va dic diém khach hang cua
doanh nghiép. Bang 10.7 phan tich viéc st dung dau ra ciia doanh nghiép. Hon 40% san
luong san xuat duge sir dung cho tiéu dung cudi cing va ty 1 tuong tng duoc st dung nhu
mot dau vao trong linh vyc dich vu. Piéu d6 co nghia la khoang 15% san lugng dugc su
dung nhu dau vao trung gian trong san xudt nong nghiép va san xuit cong nghiép. Mot phan
16n hon cta san xuat dugc sir dung cho tiéu dung cudi ciing trong cac doanh nghiép nong
thon, trong khi mot phan 16n san lugng san xuat cta cic doanh nghiép thanh thi dugc st
dung nhu dau vao trong san xuat va dich vy. Cac doanh nghiép cam thiy ap luc canh tranh
tiéu thy ty 18 nho hon cho tiéu dung cudi cing so vdi cac doanh nghiép c6 mirc d6 canh
tranh cao hon.

So v6i cude khao sat nim 2009, dit liéu nam 2013 cho thay ty 1¢ thip hon hang béan 14
dau vao cua dich vu (CIEM, DoE, ILSSA, 2010). Ty trong hang héa dugc ban véi muc dich
nay 1a 48,5% trong nim 2009. Mot diém khac biét nita 14 sy gia ting trong ty 1¢ hang hoa
cho tiéu dung cudi clng tir 32% trong nam 2009 1én 42% trong nam 2013 ddi véi ca doanh
nghiép thanh thi va doanh nghiép nong thén. So véi nam 2009, sb lidu vé ty 1é ban hang cho
tiéu dung cudi cing co khoang cach gitta cac doanh nghiép véi mic do canh tranh khac
nhau da gidm manh. Trong ndm 2009, su khac biét gitta hai loai doanh nghi¢p nay khoang
10 diém phan tram, va giam xudng con 1,6 diém phan trim trong nam 2013. Hon nita, cac
sO liéu cho thdy mot sy suy giam trung binh trong ban hang nham muc dich cho két qua
trung gian trong san xuit cong nghiép khoang 5 diém phan trim.

Bing 10.7: Sir dung san pham(%)

Téng Canhtranh Khong canh tranh Thanh thi Noéng thon

S6 quan sat (2.461) (2.164) (297) (1.062) (1.399)
Tiéu ding cudi cing 42,0 41,8 43,4 33,4 48,6
Diu vao trung gian trong nong nghiép 1,4 1,5 1,3 1,4 1,5
Diu vio trung gian trong cong nghiép 12,7 13,2 9,5 16,7 9,7
Péu vao trung gian trong dich vu 42,0 41,8 43,8 45,7 39,3
Khong biét 1,8 1,8 1,8 2,9 0,9

Nhu dd dé cap trong chuong 6, da dang hoa nham dap Gng nhu cau s6 luong khach
hang. Pa dang hoa co so khach hang c6 thé 1am cho cic doanh nghiép it bi ton thuong hon
d6i v6i cac ca sdc vé cau. Bang 10.8 cho thdy khoang mot nira s6 doanh nghiép dugc khao
sat c6 hon 20 khach hang. Cac doanh nghiép cé mirc dJ canh tranh cao c6 co s& khach hang
16n hon khong déng ké so véi cac doanh nghiép khong c6 ap luc canh tranh. Mic du khong
dang ké nhung su khac biét nay cho thiy cac doanh nghiép tim cach tranh nhing ct sdc cau
va giam canh tranh théng qua da dang hoa khach hang. Tiép theo, doanh nghiép nong thon
¢ xu hudng co6 co s khach hang 16n hon so véi cac doanh nghiép thanh thi.

Céc doanh nghiép san xuat duoc phong van trong nam 2013 ban hang cho cac khach
hang nam trong vong ban kinh khoang 43 km. Hinh 10.4 cung cap tong quan vé vi tri ciia
khach hang. C6 su khac biét dang ké vé vi tri ctia khach hang gitta cac doanh nghiép thanh
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thi va nong thon. Tuy nhién, sy khac biét nay trong pham vi tinh/thanh vé1 khoang 79% va
87% phan tram khach hang trong cung dia phuong. Khoang 68% khach hang doanh nghiép
nong thon & trong cliing xa hay xa khéc trong huyén. Déi véi doanh nghiép thanh thi, con s6
nay la 43%.

Bang 10.8: Co sé khach hang (%)

Tong Canh tranh c;ihhét?f oh Thanh thi  Nong thon
S6 quan sat (2.461) (2.164) (297) (1.062) (1.399)
Chi c6 1 khach hang 1,2 1,1 2,4 0,9 1,5
2-5 khach hang 9,0 8,9 9,8 7,5 10,1
6-10 khach hang 16,9 16,9 17,2 15,4 18,1
11-20 khach hang 25,4 25,4 25,6 29,5 22,3
Trén 20 khach hang 47,5 47,8 45,1 46,7 48,0

Tinh trung binh, chi c6 7% khéch hang & cac tinh khong lan can va cac doanh nghiép
thanh cung cip cho khach hang & cac tinh xa hon (9% & cac tinh khong 14n cén). Trong khi
d6, cac doanh nghiép nong thon co ty 1é twong ty mau chung. Cac ty 1¢ nay 1a twong ty nhu
cudc didu tra nam 2009 va chi c6 mot vai thay d6i nho (CIEM, DoE, ILSSA, 2010). Su khac
biét chinh 1a cac doanh nghiép nong thén co nhidu khach hang & dia phuong hon thé hién
qua ty 1 81% khach hang trong cung tinh ctia nam 2009 tang 1&én 87% trong nam 2013. Ty
1& khach hang nam trong ciing mot xa ting 1én ddi véi cac doanh nghiép nong thon tir 65%
trong nam 2009 lén 68% trong nam 2013, cac doanh nghiép thanh thi tang 34% lén 43%
trong cung thoi ky.

Hinh 10.4: Pia diém khich hang (%)

Cung xa/phuong

Khac xa/phudng trong quan/huyén
Khac quan/huyén trong tinh/thanh
Tinh lan can

Khac tinh (khong lan can)

Xuat khau (tryc tiép)

i B Téng ™ Thanh thi ™ Nong thon
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Co ciu doanh thu chung ciia cic san pham quan trong nhat dugc thé hién trong Bang
10.9. Hon 50% doanh nghiép ban san phim quan trong nhit cho cac doanh nghiép ngoai
qudc doanh trong nudc, trong khi 38% ban cho ngudi tiéu ding ca nhan tai dia phuong. So
sanh voi dir liéu tir nam 2009, ching toi thay su gia ting trong ty 1& ban cho nguoi tiéu ding
dia phuong (CIEM, DoE, ILSSA, 2010) tr 31% (2009) 1én 38% (2013). Chung t6i cling
nhan thdy c6 suy giam trong ty 1& ban cho doanh nghiép tu nhan trong nude tir 60% (2009)
xudng 53% (2013).

Bing 10.9: Co cAu kinh doanh (%)

Téng  Canh tranh calrf}}llét?f h Thanh thi Nong thén
Ngudoi tiéu dung ca nhan 38,3 38,1 40,0 30,0 44,6
Khach du lich 0,6 0,6 0,5 0,4 0,7
Co quan nha nudc phi thuong mai 1,2 1,3 0,9 0,7 1,6
Efg‘fﬁo;,ih‘ép trong nu6e ngodi g5 52,9 53,2 58,8 48,6
Doanh nghiép nha nudc 4,1 43 2,3 5,6 2,9
fgj;h nghiép c6 vbn dau tu nudc 1.3 1.4 0.2 22 0.6
Xuat khau 1,6 1,4 2,9 2,3 1,0

Két qua & Bang 10.5 vé viéc sir dung san pham khang dinh rang cac doanh nghiép
chiu ap lyc canh tranh manh m& cha yéu ban san pham cho cac doanh nghiép ngoai qubc
doanh trong nudc khac dudi dang dau vao trung gian. Doanh nghiép nong thon ban mot
phan twong ddi 16n cho ngudi tidu ding ca nhan va co quan chinh phii phi thwong mai,
trong khi cac doanh nghiép thanh thi ban mot phan tuong dbi 16n ciia san pham chinh cho
doanh nghiép ngoai quéc doanh trong nudc. Cé vé nhu cac doanh nghiép thanh thi thuong
xuyén cung cip cho cac doanh nghiép nha nuéc. Hon nita, cic doanh nghiép xuat khau
chi yéu nam & céc khu vuc thanh thi. Doanh nghiép xuat khau ma ban san phim cho
ngudi tiéu ding cudi ciung tai dia phuong chiu 4p luc canh tranh it hon so véi doanh
nghiép khong xuat khau.

Céc tiéu chi chinh dé xac lap gia dugc thé hién trong Bang 10.10. Khoang 78% doanh
nghiép str dung gia cd dinh va 15% doanh nghiép xac dinh gia trén co s¢ dam phan véi timg
khéach hang. Céac doanh nghi€p c6 muc dd canh tranh cao cling xac dinh gia twong ty nhu
cac doanh nghiép khac. Tuy nhién, cac doanh nghiép cho rang ho khong phai dbi mat voi
canh tranh st dung phuong thic dam phan véi ting khach hang thuong xuyén hon so voi
cac doanh nghiép khac. Doanh nghiép ndng thon c6 nhiéu kha ning ban gia twong tu dbi thu
canh tranh hon so v6i cic doanh nghiép khac. Piéu nay twong tu nhu cudc diéu tra nim
2009. An tugng chung 14 doanh nghiép dé& dang hon khi sir dung gia ¢6 dinh va dam phan
riéng ré€ voi timg khéach hang it hon so v&i nam 2009.
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Bang 10.10: Cac tiéu chi xac dinh gia (%)

Tong  Conhtrann LR TR
Gié cb dinh dya trén chi phi san xuét 77,8 78,3 74,1 79,7 76,3
Gia tuong tu dbi thu canh tranh 6,1 6,3 4,7 4.4 7,4
Gié thap hon déi thu canh tranh chu yéu 0,9 0,9 0,7 1,5 0,4
Théa thuan voi tirng khach hang 14,9 14,2 19,9 13,8 15,7
Gia do Nha nude kiém soat 0,3 0,3 0,3 0,5 0,1
Khéc 0,1 0,1 0,3 0,1 0,1

Trong phan cudi cing cua chuong ndy, ching ta phan tich cic loai hinh quang cao
dugc cic DNNVV sir dung. Trong miu nim 2013, 13% doanh nghiép c6 quing céo, ting 2
diém phan trim so v6i nam 2009. Chi phi trung binh cho quéng cdo 13 31,8 ty dong. Mic du
cac doanh nghiép thanh thi c6 xac sudt quang cdo gp hai 1an so v6i doanh nghiép nong
thon, so tién ma cac doanh nghiép nay bo ra it hon doanh nghiép nong thon - 31 ty dong so
v6i 33 ty dong. Piéu nay c6 thé phan anh thuc té 1a doanh nghiép nong thén kho khin hon
trong thu hut va giitr khach hang.

Trong sb cac doanh nghiép xuat khau, 41% doanh nghiép quang céo, trong khi d6 chi
c¢6 11% doanh nghiép khong xuat khau quang céo. Hinh 10.5 minh hoa céc loai hinh quing
cao dugc st dung tuy thude vao dia diém cua doanh nghiép.

Hinh 10.5: Loai hinh quéng cao (%)

Internet

Bao

Hoi chg thuong mai
Ap phich dudng phd
Thong tin truc tiép
Khac

Truyén hinh

Phét thanh Nong thon ™ Thanhthi ™ Tong

0% 10% 20% 30% 40% 50% 60% 70% 80%

Quang cdo trén Internet co vé 1a phd bién nhat. Tiép theo 13 quang cdo trén bao va
chuong trinh khuyén mai tai hoi chg thuong mai. Co6 su khac bi¢t 16n gitra cac doanh nghiép
thanh thi va noéng thon ddi véi noi quang céo. Trong khi 76% doanh nghiép thanh thi tap
trung vao quang cao Internet thi con sd cua cac doanh nghiép nong thon chi 1a 39%. Khoang
45% doanh nghiép noéng thén st dung ap phich dudng phd, trong khi chi c6 16% doanh
nghiép thanh thi str dung chién luge quang cdo nay. Bao chi dugc st dung nhiéu hon mot
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chut boi cadc doanh nghiép thanh thi 36% so v&i 29% cuia doanh nghiép ndng thon. Pang cht
¥, dai phat thanh va truyén hinh 13 hai trong s6 céc loai duoc sir dung it nhat c6 1& do chi phi
qua céo. Trong thuc té, cac doanh nghiép quang céo trén truyén hinh tra trung binh 86 ty
dong va cac doanh nghiép quang cao trén dai phat thanh tra 135 ty dong cho quang céo
trong ndm 2013, 16n hon nhiéu so véi sb tién trung binh chi cho quang cdo cua tat ca cac
cong ty trong mau.

Céc két qua udc lugng probit dé phan tich cac yéu td xac dinh quyét dinh quang cao
ctia doanh nghiép dugc trinh bay trong Bang 10.11. Viéc udc lugng dua trén cac dic diém
doanh nghiép va trinh d hoc van, muc dd canh tranh, hang tdn kho, tiép can vdi internet va
c6 trang web. Theo két qua udc luong, cac doanh nghiép 16n hon c6 kha niang quang céo 16n
hon tuong ty nhu cac doanh nghi€p c6 truy cédp Internet va co6 trang web. Bung nhu du doan,
cac doanh nghi¢p gdp phai canh tranh trong linh vuc hoat dong c6 kha nang quang cdo 16n
hon. Xéc suit quang cdo thap hon ddi voi cac doanh nghiép ho gia dinh so vdi cac hinh
thirc doanh nghiép khac. Cudi cung, két qua khong thé hién sy khac biét trong quang cio
gifta cac dia phuong véi Tp H6 Chi Minh. Diéu nay cho thy thai d trong tur nhau giita cac
doanh nghiép trong bdi canh canh tranh gitra cac tinh/thanh.

Bing 10.11: Nhén t6 quyét dinh quang cio

Hé sb Thong ké-t

Tubi doanh nghiép S6 nam (x1.000) -0,317 (-0,57)
Quy mo6 doanh nghiép Tbdng lao dong (x1.000) 0,632%** (3,07)
Trinh d§ chuyén mon -0,016 (-1,11)
Canh tranh 0,040%** (3,60)
Hang ton kho -0,007 (-0,65)
Internet 0,638*** (13,04)
Website 0,068%** (3,63)
S¢ hitu 0,769%** (5,71)
Diadiém Ha Noi 0,012 (0,69)
PhuTho 0,051 (1,59)
Ha Tay -0,000 (-0,02)
Hai Phong 0,006 (0,30)
Nghé An 0,002 (0,12)
Quang Nam -0,020 (-0,94)
KhanhHoa -0,019 (-0,89)
Lam Pong -0,034 (-1,50)
Long An 0,173%%* (3,30)
Bién gia nganh nghé Co
Sb quan sat 2.449
Pseudo R-squared 0,49

Ghi chu: Probit, hiéu ing bién. bo léch chuén thé, khong trong sc”}. * k* yva ﬂ*** chi murc d6 tin
cay10%, 5% va 1% . Co so: Tp Ho Chi Minh, ho gia dinh, ché bién thuc pham(ISIC 15).
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11 KET LUAN

Mot so két ludn quan trong rat ra tir cugc dieu tra la:

e Khoang 70% cac doanh nghiép duoc khao sat néi rang cudc khung hoang kinh té toan cau
van c6 anh hudng tiéu cuc dén diéu kién kinh doanh nam 2013 va chi ¢6 15% doanh
nghiép khong cam thiy nhiing tac dong tiéu cuc ciia khing hoang nam 2007/2008 (duoc
bao cdo trong nam 2011 hodc 2013). Vé tong thé, sb luong doanh nghiép cho rang tac
dong tiéu cuc cua khing hoang kinh té toan cau 2007/2008 s& chi 1a tam thoi trong nim
2013 giam so véi nam 2011.

e Tuong tu nhu trong nam 2011, cdc doanh nghi¢p si€u nho it bi &nh hudng béi cudc khing
hoang hon so v&i cac doanh nghiép 16n. Hon nita, trong khi cac doanh nghiép cam thay it
bi anh huong boi cude khing hoang nam 2007/2008 & mién Nam trong nam 2013 giam so
v6i nam 2011 (67% so voi 69%), thi cac doanh nghiép ¢ mién Bic lai cam nhan dugc su
gia ting dang ké nhiing kho khan, tré ngai (55% cua nam 2011 1én 71% trong nam 2013).
Diéu ngac nhién 14 khi phan tich theo yé t& thanh thi/mdéng thon thi ca hai loai doanh
nghiép déu cam thay diéu kién kinh doanh nim 2013 khé khin hon nim 2011 va trai
nguoc so v6i nam 2009 khi doanh nghiép nong thon cam thiy it kho khin hon (CIEM,
DoE, ILSSA, 2010).

e So sanh nam 2011 va 2013, ching t6i nhan thay tong lao dong giam 7,4%. Ty 1& giam sb
luong lao dong toan thoi cia cac doanh nghiép vira va nho 16n hon doanh nghi¢p siéu
nho. Tuy nhién, mot s6 tinh/thanh di co ting truong viéc 1am nhu Nghé An, Quang Nam
va Lam Pdong. Hon nita, mot s nganh co ting truong viéc 1am nhu cong nghiép hoa chit,
cao su, dét may, trong khi mot s6 nganh giam lao dong nhu san xuit phuong tién giao
thong vén tai va san xuét kim loai co ban.

e Ty 1¢ séng doanh nghiép hang nam giam tir 92,2% (giai doan 2009-2011) xudng con
90,6% (giai doan 2011-2013). Cac tinh/thanh phé nhu Ha Noi, TP H6 Chi Minh, Hai
Phong, Khanh Hoa, Ha Tay, Lam DPong co ty 1& doanh nghiép sdng sot trén muc trung
binh. Ngoai ra, cic doanh nghiép trong nganh san xuat gidy co xac suat thoat khoi thi
truong cao, cho thay ap luc canh tranh nhat dinh trong nganh nay.

e Moi truong kinh doanh vé tong thé dudng nhu khong dugc cai thién so v6i giai doan khao
sat trude. Trong giai doan 2009-2011, ty 18 doanh nghiép khong phai ddi mat voi nhimg
trd ngai trong kinh doanh rat thap. Chi phi phi chinh thic va tiép can tai chinh van 1a mot
trong nhitng vin dé nghiém trong, twong tw nhu tinh hinh cia giai doan 2009-2011.

e So sanh véi giai doan trude, toc do chinh thirc héa ciia doanh nghiép giam dan. Khoang
8% doanh nghiép khong ding ky chinh thirc trong nam 2011 c6 gidy phép dang ky kinh
doanh (va ma s6 thué) trong nam 2013. Nam 2011, ty 1& nay 1a 20% (CIEM, DoE, ILSSA
va UNU-WIDER, 2012). Tuong tg nhu bdo cao trudc, c6 mot sb bz‘?mg chung cho théy
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viéc chinh thic hoa co tdc dong tich cuc dén tang trudng viéc lam. Nhu vay, Chinh phu
nén tiép tuc theo dudi chinh sach chinh thirc hoa hién nay. Tuy nhién, chinh thirc hoa
khong ngan doanh nghiép thoat khéi thi truong ma ngugc lai c6 tdc dong ti€u cuc dén ty
1¢ song sot.

Ty 1€ doanh nghiép c6 chi phi phi chinh thirc ndm 2013 cao hon ndm 2011 va tuong tu
nhu ndm 2009, két qua diéu tra cho thay chinh thirc héa va ting xac suat c6 chi phi phi
chinh thirc ¢6 quan hé thuan chiéu. Cac phan tich vé muyc dich ciia cac khoan chi phi phi
chinh thic cho thdy doanh nghiép c6 cac khoan chi niay dé nhim ddi phd véi co
quan/ngudi thu thué ciing nhu két ndi véi dich vu cong. Tuy nhién, mot phan 16n doanh
nghiép khong tiét 19 1y do. Cubi cung, dir liéu diéu tra cho thiy doanh nghiép hdi 16 ¢ xéac
suit thoat khoi thi truong 16n hon. Do vay, chién dich thong tin vé céc tac dong tiéu cuc
ctia tham nhiing c6 thé can thiét & giam ap luc chi phi phi chinh thuc déi véi ca phia cung
va phia ciu..

Mot trong nhitng khé khin cta doanh nghiép lién quan dén khung hoang kinh té 13 gia
tang s6 lugng ngudi lao dong bi sa thai, ddi twong tiém nang dé thanh 1ap doanh nghiép
siéu nho. Vi vy, cac chinh sach ung ho sy hiéu qua va khong ton kém cta chinh thirc hoa
duogc ky vong s€ ¢o loi cho khu vuc kinh té x3 hoi nhay cam nay.

Céc doanh nghiép twong ddi chuyén mén hoa hon so véi nam 2011. Cac doanh nghiép 16n
hon da dang hoéa hon so vé&i cac doanh nghiép siéu nho. Nhu vdy, da dang hoa san pham
duong nhu khong phai 1a mot cong cu dé giam thiéu rii ro cia cac DNNVV san xuat Viét
Nam. Tuong ty nhu vay, ty 1€ ddi méi giam manh so v&i nam 2011, ké ca vé gidi thi€u
san phém méi va cai tién san phém hién c6. Dac biét, cac doanh nghi¢p si€éu nho nong
thon 1a dong luc chinh cta su suy giam nay. Két qua diéu tra cho thay, sy suy giam nay c6
thé 1a mot van dé dbi véi tinh ning dong trong tuong lai, do d6i mai thong qua viée cai
tién san phém hién c6 quan h¢ thuan chiéu dén hiéu qua hoat dong cua doanh nghiép. Vi
vy, cac chinh sach can huéng trong tim dén ning cao ning luc sang tao cua cic
DNNVV.

Ning suat lao dong nam 2013 giam so voi nam 2011, ddc biét 1a sy suy giam nay cha yéu
do doanh nghiép siéu nhé nong thon. Cac doanh nghiép mién Nam co6 niang suét lao dong
cao hon so v6i cac doanh nghiép mién Bic. Pic biét cac doanh nghiép trong cac nganh d6
ndi thit va ché bién thyc pham suy giam 16n ning sut lao dong. Do vay, chinh sich nén
tap trung theo dudi ting truong viéc 1am bén viing va toan dién.

Ty 1I¢ doanh nghi¢p thuc hién dau tu giam so voi nam 2011. Pac biét 1a cac doanh nghiép
siéu nho & thanh thi mién Nam déng gép chinh vao su syt giam nay. S tién trung binh
ctia cac khoan dau tu tir loi nhuén gilr lai gidm so voi nam 2011, ty trong cac khoan dau tu
tir cac ngudn phi chinh thirc tang 1én. Trong bdi canh dau tu giam, cac chinh sach kinh té
can xac dinh xu huéng giam nay cing véi sy chuyén dich sang sir dung tin dung phi chinh
thire ciia cac DNNVV.
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e Kha ning cung tmg tin dung tir cdc ngudn chinh thirc dudng nhu da ting 1én so v6i nam
2011 Tuy nhién, khoang 37% doanh nghiép van c6 thé dugc coi 1a c6 khé khan trong tiép
can tin dung, gidm 2% so véi nam 2011. Ty 1€ doanh nghiép str dung tin dung phi chinh
thirc cao gap 2 lan ty 1& doanh nghiép st dung tin dung chinh thirc, khoang 70% doanh
nghiép thudc dién kho khin trong tiép can tin dung (trong thi trudng tin dung chinh thirc)
c6 thé tiép can véi cac khoan vay tir cac ngudn phi chinh thire. Ché y rang cac khoan vay
phi chinh thirc chi tai trg 13% tong dau tu ctia doanh nghiép, cho thiy cac khoan vay phi
chinh thic ¢6 quy md nhé nhung 1a mot ngudn thudng xuyén trong hoat dong cua
DNNVV. Céc doanh nghiép ho gia dinh c6 it kha ning dé vay phi chinh thic hon, c6
nghia 14 nhiéu doanh nghiép chinh thirc (thuéc nhom khong ¢ han ché tin dung) ciing dwa
vao cac ngudn tin dung phi chinh thirc trong dau tu. Do vdy, cic chinh sach nén tao diéu
kién tiép can d& dang hon cac ngudn tin dung chinh thirc, phan anh thyc té 1a cac ngudn
tin dung phi chinh thirc khong thé dam bao ngudn dau tu bén viing ciia DNNVV.

e So v6i nam 2011, khong c6 sy thay ddi trong ty 1¢ lao dong thudng xuyén. Tuy nhién, ty
1¢ lao dong toan thoi gian giam va ting ty 18 lao dong nit, lao dong phd thong. Khi nén
kinh té on dinh va vimg chirc, cac doanh nghiép c6 xu hudng thué nhiéu hon lao dong
thuong xuyén va it hon lao dong thoi vu. Céac s6 litu vé luc lugng lao dong tir vong khao
sat ndy cho thiy cac doanh nghiép van chua phuc hdi hoan toan tir cudc khiing hoang kinh
té toan cau.

e Nhu trong nam 2011, cdc doanh nghiép van gip kho khin trong tuyén dung. Do ty 18 lao
dong qua dao tao 1a trong d6i cao, duong nhu khé khian nay do thiéu thong tin thi truong
lao dong chur khong phai 1a thiéu lao dong lanh nghé. Piéu nay cho thiy viéc ting cuong
hé thdng thong tin s& c¢6 1oi cho ca ngudi lao dong va doanh nghiép va ¢ thé hd trg tim
kiém lao dong c6 k¥ ning phu hop véi yéu cau cong viée.

e Trinh d6 hoc van ctia ngudi lao dong cao hon ty 1é thuan véi ting truong tién luong. Tuy
nhién, can luu ¥ ring luong ciia ngudi lao dong trung binh thay d6i dang ké tiry theo nghé
nghiép, & tt ca cac nganh nam gidi c6 muc lwong cao hon nit gidi. Cling v6i muc ting
nhe luwong ctia lao dong nit, cac doanh nghiép dang sir dung nhiéu lao dong nit hon nhu 1a
mot cach dé giam chi phi. Lién quan dén viéc trao quyén cho ngudi lao dong, nhiing
ngudi 1am viéc trong cac doanh nghiép 16n dwoc huong loi kha nhiéu tir lgi nhuan doanh
nghiép thong qua mot mic lwong cao hon. Tinh trung binh, ty 1 doanh nghiép cung cap
tat ca cac loai loi ich duong nhu da gidam nhe so voi nam 2011, nhung c6 mot sy khéc biét
rat 16n trong céc loai. Chi bao hiém xa hoi, bao hiém y té, bao hiém that nghiép va nghi
6m da ting 1én so voi nam 2011. Do vdy, cac chinh sach gido duc dao tao va thu lao can
tap trung vao trao quyén cho ngudi lao dong.

e Dbi voi da sb cac DNNVV, cac hoat dong than thién moi truong van trong nam ngoai
pham vi quan tam mac du viéc c6 chiing nhan ti€u chuan moi trurong co thé mang lai loi

thé thuong mai. Rat it doanh nghiép c6 bat ky kién thirc thuc t& vé khung phap ly moi
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truong diéu chinh mdi quan hé ctia doanh nghiép véi méi truong tu nhién. Tuong ung,
tuan thi cac quy dinh moéi truong con yéu ¢ thé din dén nhimg hau qua tiéu cuc ddi véi
mdi truong. Vai trd cia Chinh phi trong linh vuc nay 13 rd rang. Céc chinh sach can duoc
huéng t6i ndng cao nhan thitccia DNNVVVE cic van dé méi truong va hd trg doanh
nghié€p tuan thu cac quy dinh ctua phap luat, danh gid hién trang moi truong va nang cao
k¥ nang, trinh d¢.

Ty 18 doanh nghiép xuét khau 1a 6% trong nim 2013. Pang chu ¥ 1a ty 1& doanh nghiép
xudt khau trong mau van twong tu nim 2009, cho thiy kha ning han ché cua cac doanh
nghiép nho trong tham nhap thi trudng nudc ngoai. Doanh nghiép 16n c6 kha ning xuat
khau 16n hon doanh nghiép quy mé nhé. Nhin chung, cic DNVVN xuét khau c6 dic trung
1a d6i tac thuong mai it hon, goi ¥ rang xac doanh nghiép xuat khau c6 cau dic thu cao.
Nhirng doanh nghi¢p nay cling c6 doanh thu binh quéan lao dong toan thoi gian cao.

Khong phan biét dia diém, gan 90% doanh nghiép dugc khao sat dang phai doi mat véi
canh tranh gay gét trong linh vuc hoat dong. Doanh nghi¢p tu nhan dugc coi 1a ddi thu
canh tranh chinh khong phan biét dia diém va hinh thic so hiru. Diéu nay cho thiy nhiéu
doanh nghiép tir mau cua chiing t6i dang hoat dong trong nhing thi trudong khong hap din
cho cac doanh nghiép 16n va hién dai. Cac doanh nghiép c6 thé tim cach giam thiéu canh
tranh va tranh nhiing ct sdc cau thong qua da dang hoa khach hang.

Toém lai, bao céo nay da duoc cung cap thong tin vé thyuc trang cia DNNVV Viét Nam va
mdt sd tré ngai chinh ciia khu vuc doanh nghiép nay. Két qua cta bao cao cho thdy mot
btrc tranh xdm mau hon so véi hai nam trude do anh hudng cta khing hoang tai chinh
van con tiép dién. Bao céo tong quan vé mdi truong kinh doanh tai Viét Nam nay phan
anh nhiing thach thirc cdu triic co ban can phai dugc giai quyét thong qua mot loat cac

chinh sach méi vamot chién luge phat trien mai.
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Preface

This report represents the fifth time that the small and medium enterprise (SME)
survey has been conducted. The results of previous survey rounds, and in particular those of
2005, 2007, 2009and 2011 inspired the Central Institute for Economic Management (CIEM)
of the Ministry of Planning and Investment (MPI), the Institute of Labour Science and
Social Affairs (ILSSA) of the Ministry of Labour, Invalids and Social Affairs (MOLISA),
the Department of Economics (DoE) of the University of Copenhagen and UNU-WIDER
together with the Royal Embassy of Denmark in Vietnam, to plan and carry out another
survey in 2013. The survey on which the present report is based builds on these previous
four rounds. The fieldwork behind this report consisted of face-to-face interviews during the
months of June, July and August of 2013 of around 2,500 small and medium sized non-state
enterprises operating in the manufacturing sector. It was carried out in ten provinces, namely
the cities of Hanoi, Hai Phong and Ho Chi Minh City (HCMC), and Ha Tay', Phu Tho,
Nghe An, Quang Nam, Khanh Hoa, Lam Dong and Long An. The present report is based on
enterprises that were also interviewed in 2005, 2007, 2009 and 2011. Subsequent studies
will make use of the fact that a sample of approximately 2,500 SME:s is available, including
a representative panel dating back to 2005.

The SME surveys were designed as collaborative research efforts with the objective of
collecting and analysing data representative of the private sector as a whole in Vietnam. This
means that not only large or formally registered enterprises are interviewed. Rather, the
SME thus focuses on building on the substantial database already being collected through
other initiatives in Vietnam, with a specific focus on collecting data and gaining an
understanding of the SME dynamics in Vietnam.

The present report provides an overview of key insights from the SME 2013 database,
comparing as appropriate with data from 2011 and earlier survey rounds. It should be noted,
however, that the report is by no means exhaustive of all of the data collected, and the reader
is encouraged to refer to the questionnaires (available on-line) that were used in the
collection of data to see the comprehensive set of issues addressed. Further in-depth studies
of selected issues on the Vietnamese private sector economy, exploiting the database, are
underway.

" Ha Tay province was merged into Ha Noi at the start of 2009. However, in this report Ha Tay is

maintained as a separate province such that results can be compared with previous years.
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1. INTRODUCTION

Small and medium enterprises (SMEs) continue to be central to the Vietnamese
development process. Understanding the constraints ahead of SMEsand the potential of
these firms remains important, as the private sector in Vietnam continues to account for an
increasing share of economic growth and employment.

One of the growing influences on the business conditions under which Vietnamese
SMEs operate has been the recent international economic crisis. The crisis has contributed to
changes in the external environment for firms of all sizes and it has brought a set of
challenges and opportunities for SMEs because of a variety of size related influences. Post-
crisis policies have been developed to maintain the competitiveness of Vietnamese SMEs
and the tracer survey nature of the data collected provides a unique opportunity for policy
relevant research, which can provide deeper insights into the dynamics of the SME sector in
Vietnam and improve the possibilities of supporting its further development in an effective
manner. In this respect, the 2013 survey is important for analysing how persistent the impact
of the international financial crisis has been on Vietnamese SMEs. The report investigates
the effect of the crisis in Chapter 3 and, by analysing a set of issues that characterise SME
day-to-day activities subsequent chapters offer a more in-depth picture of the reach and
consequences of the crisis.

Flexibility in face of international crisis can be seen as one of the crucial elements for
increasing economic development. It is, therefore, instructive to look at the firm turnover,
measured as a rate of firm creation and destruction, when assessing the responsiveness of the
SME sector to changing business environment. The report specifically looks at enterprise
growth and firm turnover in Chapter 4. The results show a decrease in total employment of
7.4 per cent and overall, we see a higher rate of firm exit than entry alongside the changes in
main sectors of production and temporary closures. We explore in Chapter 5 whether these
changes are related to the main indicators of business environment such as bureaucracy,
doing business informality and informal payments. Continual improvement of the business
environment is important for sectors seeking to benefit from greater trade and investment.
This year, we find a slightly more challenging situation for SMEs when deciding about
becoming formally registered or using informal payments to achieve their business goals.
That formalisation is having a positive employment growth effect was confirmed in this
survey round, so the obvious step forward is to continue current formalisation policies.

Another way of measuring how conducive the business environment is for the SME
growth is by looking at access to finance and investment behaviour. This is done in
Chapter 6. In this area we find only a slightly lower share of credit constrained enterprises
compared to 2011 and somewhat better access to formal means of credit. However, the use
of informal credit remains twice as high compared to formal financing. This greatly affects
the investment behaviour of SMEs, who are found to be investing less in their business
than in 2011.
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Characteristics of production and technology, as well as labour productivity are
investigated in Chapter 7. Special focus is given to assessing the level of diversification and
innovation. Just like in the 2011 report, we find an increasing trend towards specialisation,
but a much lower rate of innovation, measured by the number of new products that have
been introduced and by the number of existing products that have been modified.

Several dimensions of employment conditions are investigated in Chapter 8. We
analysed workforce structure and stability; education, training, workplace conditions and
hiring methods; trade unions, as well as the wage setting, social benefits and employment
contracts. The general impression is that the SME labour structure has remained very similar
to 2011, with only a slightly higher use of female labour. Especially, the advantage in
employment is given to highly educated women. Compared to 2011, more firms offer
training to new employees and face challenges in attracting employees with the appropriate
level of skills. Considering these findings, it appears that surpassing the obstacles in
information flow between the employers and the employees could bring positive
developments in the labour market.

Reducing their environmental impact is a challenge to SMEs all over the world with
the rising pressures to move to environment-friendly products and practices. This year, we
revisit the enterprises’ use of environmental certification in Chapter 9. The knowledge about
environmental legislation and the use of certification remain as weak now as in the previous
survey periods. Taking steps to raise the environmental awareness and knowledge about
existing legislation among SMEs is seen as a crucial component feeding into the current
development policies and debates.

The final Chapter investigates commercial behaviour of SMEs by looking at trade and
sales structures. The results show the same rate of enterprises that export as in 2011, with
the main foreign markets remaining nearby Asian countries. Corroborating our initial
impression that the conditions of business environment have become more challenging for
SMEs, the final chapter reveals that firms feel much more exposed to competition than in
previous years.

This report concludes by emphasising that the past two years have brought many
challenges to SMEs. These challenges reflect two major concerns: how to improve
organisational performance and how to improve integration in global economy by balancing
between the development, innovation and business continuity. The key message is, as in the
years before, the need to link the SMEs and government activities in business and policy
efforts conductive to economic growth.
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2. DATA DESCRIPTION AND SAMPLING
2.1. Sampling

The previous SME surveys in 2005, 2007, 2009 and 2011 included a comprehensive
survey of between 2,500 and 2,800 enterprises in the same 10 provinces, where surviving
firms were re-interviewed each survey year (tracer survey). The sampling procedure in 2013
followed that of 2005, 2007, 2009 and 2011. The population of non-state manufacturing
enterprises in the 10 selected provinces is based on two data sources from the General
Statistics Office of Vietnam (GSO): The Establishment Census from 2002 (GSO, 2004) and
the Industrial Survey 2004-2006(GSO, 2007). From the Establishment Census we obtain the
number of individual business establishments that do not satisfy the conditions stated in the
Law on Enterprises of Vietnam. In the following we refer to this category of enterprises as
household enterprises. We combine this information with data on enterprises formally
registered under the Law on Enterprises at the province level from the Industrial Survey
(GSO, 2003). This provides us with additional information on private, collectives,
partnerships, private limited enterprises and joint stock enterprises. Joint ventures have been
excluded from the sampling framework due to high and often unclear nature of government
and foreign involvement in such ownership structures. Additional sampling-related details can
be found in previous reports (for example CIEM, DoE, ILSSA and UNU-WIDER, 2012).

The 2013 sample is drawn from the same population identified for the in 2005, 2007,
2009 and 2011 surveys (CIEM, DoE, ILSSA and UNU-WIDER, 2012; CIEM, DoE, ILSSA,
2010; Rand et al., 2008; Rand & Tarp, 2007). However, the tracer survey feature of the data
will to some extent capture legal structure changes as incumbent firms graduate to become
formal entities. Moreover, exit firms were randomly replaced based on the following two
criteria: (i) a constant level of household firms based on the information in GSO (2004) and
(i1) the new 2013 population of firms registered under the Law on Enterprises obtained from
the GSO (forthcoming).

A unique trait of the SME survey data is that it includes both registered and non-
registered (informal) household firms. These informal household firms (without a business
registration license or tax code and not registered with District authorities) were also
included in the survey based on on-site identification. Thus, all of the informal firms
included in the survey operate alongside officially registered enterprises. Including some
firms not registered with the authorities is an important contribution and quite unique in
Vietnam. Nevertheless, it is important to note that our sample of informal firms is not
representative of the informal sector as a whole in Vietnam, since the sampling scheme of
the SME survey is based on the GSO business censuses and surveys, which cover only part
of the informal sector.

Table 2.1 shows that 2,461 enterprises were interviewed in 2013. Some enterprises
report that they are not in manufacturing (33 in services) even though they are registered in
official records as producers of manufacturing goods. For comparison, column 2 in Table
2.1 shows the number of enterprises interviewed in the 201 1survey in each province. Panel
data information on 1,988 firms is available for analysis.
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Table 2.1: Number of Enterprises Interviewed

Interviewed in 2013

Interviewed in 2011

Ha Noi 280 268
Phu Tho 255 251
Ha Tay 342 340
Hai Phong 182 200
Nghe An 343 345
Quang Nam 160 155
Khanh Hoa 88 94
Lam Dong 77 76
HCMC 600 568
Long An 134 122
Total 2,461 2,419

Note: The balanced panel includes 1,988 firm observations each year.

In all areas the samples were stratified by ownership type to ensure the inclusion of all
categories of non-state enterprises, including household, private, partnership/collective,
limited liability companies and joint stock enterprises. Table 2.2 documents the number of
non-state manufacturing enterprises interviewed in each ownership form category. Of all
interviewed enterprises, 63 per cent are household enterprises and as they comprise
approximately 90 per cent of the firm population, this means that non-household enterprises
are over-represented in the survey.

A number of characteristics are commonly associated with enterprise dynamics, in
particular location, sector, legal ownership form and firm size, all of which proxy for
variations in market characteristics and/or enterprise organisation. Tables 2.2 to 2.7 show
different tabulations of typical determinants of enterprise dynamics.

Table 2.2: Number of Interviewed Enterprises by Province and Legal Structure in 2013

Household  Private/sole  Partnership/  Limited  Joint stock Total

enterprises  proprietorship  Collective/ liability company
Cooperative ~ company
Ha Noi 117 21 13 94 35 280
Phu Tho 222 4 4 20 5 255
Ha Tay 270 9 1 53 9 342
Hai Phong 81 20 15 42 24 182
Nghe An 250 24 5 42 22 343
Quang Nam 119 11 2 26 2 160
Khanh Hoa 53 13 1 19 2 88
Lam Dong 55 10 0 12 0 77
HCMC 284 68 13 225 10 600
Long An 102 18 1 13 0 134
Sample total 1,553 198 55 546 109 2,461
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Table 2.3 focuses on sectors and location of enterprises. Sector codes are based on the
International Standard Industrial Classification (ISIC) codes. First, we see that the three
largest sectors in terms of number of enterprises are Food Processing (ISIC 15), Fabricated
Metal Products (ISIC 28) and Manufacturing of Wood Products (ISIC 20). These sectors
were also most prevalent in the 2011 SME survey. Moreover, this corresponds well with the
observed sector distribution reported in GSO (2004, 2007).

Table 2.3: Number of Enterprises by Location and Sector in 2013

o o f 0N Qe Kb L e L ot
15  Food and beverages 70 117 8 40 120 56 38 29 144 53 755 (30.7)
17 Textiles 6 5 48 3 2 0 3 29 0 96 (3.9
18  Wearing apparel etc. 18 1 4 8 20 2 0 54 4 15 @7
19  Tanning and dressing leather 6 1 2 6 0 3 5 21 0 50 (2.0)
20 Wood and wood products 14 43 97 12 35 16 9 2 11 7 246 (10.0)
21 Paper and paper products 14 7 3 3 4 1 1 2 37 0 72 (29)
22 Publishing, printing etc. 13 0 2 8 1 4 2 1 30 3 64 (2.6)
23 Refined petroleum etc. 1 1 1 1 1 0 0 0 0 3 8 0.3)
24 Chemical products etc. 11 1 3 1 8 0 1 2 25 0 52 .1
25  Rubber and plastic products 33 3 7 11 2 2 4 1 64 4 131 (58.3)
26 Non-metallic mineral products 14 8 8 8 15 7 6 2 21 13 102 4.1
27  Basic metals 6 0 0 8 1 2 1 4 4 27 (1.1)
28  Fabricated metal products 48 45 28 51 61 41 13 18 87 29 421 (17.0)
29-32 Machinery 0 0 8 1 2 30 1 65 (2.6)
34 Motor vehicles etc. 0 1 12 0.5)
35  Transport equipment 1 0 9 0.4)
36  Furniture etc. 119 39 13 53 19 5 8 20 11 198 (8.0
37  Recycling 0 0 1 0 0 0 0 0 3 1 5 0.2)
SER  Services 2 4 2 7 8 0 0 0 9 1 33 (1.3)
Total 280 255 342 182 343 160 8 77 600 134 2461 (100.0)
Per cent (114) (104)(13.9) (74) (139 (65) (36) (3.1) (244 (54 (100.0)

Note: Number of firms (group percentages in parentheses).

Table 2.4 shows locations and enterprise sizes.” We see that two-third of the sample is
in the micro firm category with 1 to 9 employees. Moreover, enterprises in larger urban
areas (Ha Noi and HCMC) have a smaller share of micro enterprises than rural provinces.

*We classify micro, small, medium and large scale enterprise according to the current World Bank definition. The
World Bank SME Department operates with three groups of small and medium-sized enterprises: micro-, small-, and
medium-scale. Micro-enterprises have up to 10 employees, small-scale enterprises up to 50 employees, medium-sized
enterprises up to 300 employees, while large enterprises have over 300 employees. Our size categories are based on the
number of full-time, part-time and casual workers. This definition was accepted by the Vietnamese Government, for
example in the Government Decree no. 90/2001/CP-ND on “Supporting for Development of Small and Medium
Enterprises” until the publication of the Decree 56/2009/ND-CP in which enterprises are defined as small if they employ
between 10 and 200 persons and medium if they employ between 200 and 300 persons in all sectors apart from trade and
services in which the small category employs between 10 and 50 employees and medium category employs up to 100
employees. The micro category is the same as in the definition we use. We have kept the classification of the enterprise
categories the same as before to maintain the comparability with reports issued in previous years. It is beyond the scope of
this report to investigate the impact of the changed SME size definition on the results.
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Table 2.4: Number of Enterprises by Size and Location

Micro Small Medium Total Per cent

Ha Noi 147 111 22 280 (11.4)
(52.5) (39.6) (7.9) (100.0)

Phu Tho 229 20 6 255 (10.4)
(89.8) (7.8) (2.4) (100.0)

Ha Tay 256 76 10 342 (13.9)
(74.9) (22.2) (2.9) (100.0)

Hai Phong 121 43 18 182 (7.4)
(66.5) (23.6) 9.9) (100.0)

Nghe An 282 44 17 343 (13.9)
(82.2) (12.8) (5.0) (100.0)

Quang Nam 135 22 3 160 (6.5)
(84.4) (13.8) (1.9) (100.0)

Khanh Hoa 62 23 3 88 (3.6)
(70.5) (26.1) (3.4) (100.0)

Lam Dong 57 17 3 77 3.1
(74.0) (22.1) (3.9 (100.0)

HCMC 364 189 47 600 (24.4)
(60.7) (31.5) (7.8) (100.0)

Long An 110 21 3 134 (5.4)
(82.1) (15.7) (2.2) (100.0)

Total 1,763 566 132 2,461 (100.0)

Per cent (71.6) (23.0) (5.4) (100.0)

Note: Figures in number of firms and for each location the share of firms in each size category (group
percentages in parenthesis). Micro: 1-9 employees; Small: 10-49 employees; Medium: 50-299 employees (World
Bank definition).

Table 2.5 shows that 63 per cent of enterprises in our sample are categorised as
household enterprises. An above average percentage of firms in the food processing category
are registered as household establishments (40per cent). The same can be said for firms in
fabricated metal products (ISIC 28) and wood processing (ISIC 20). Limited liability
companies are most commonly found in categories: food processing (ISIC 15), fabricated
metal (ISIC 28), rubber and plastic products (ISIC 25). Paper and paper products (ISIC 21),
publishing and printing (ISIC 22), chemical products (ISIC 24) and machinery (ISIC 29-35)
are also mostly produced by limited liability companies. Private enterprises tend to process
food, metal and wood, while firms with cooperative agreements tend to process wood, rubber
and plastic. Joint stock companies are mostly found in food processing, metal fabrication,
rubber and plastic production and non-metallic mineral production.

-131-



CHARACTERISTICS OF THE VIETNAMESE BUSINESS ENVIRONMENT

Table 2.5: Number of Enterprises by Ownership Form and Sector in 2013

ISIC Household  Private/sole  Partnership/ Limited Jointstock Total Percent
establishment proprietorship Collective/  liability ~ company
Cooperative  company
15 Food products and beverages 615 39 5 78 18 755 (30.7)
17 Textiles 63 2 1 26 4 96 (3.9
18 Wearing apparel etc. 50 12 3 45 5 s @7
19 Tanning and dressing leather 33 5 2 8 2 50 (2.0
20 Wood and wood products 176 16 10 36 8 246 (10.0)
21 Paper and paper products 12 12 3 37 8 72 (2.9)
22 Publishing, printing etc. 17 12 0 33 2 64 (2.6)
23 Refined petroleum etc. 6 1 0 1 0 8 0.3)
24 Chemical products etc. 15 5 3 27 2 52 2.1
25 Rubber and plastic products 42 14 10 55 10 131 (53)
26 Non-metallic mineral products 57 10 5 20 10 102 4.1
27 Basic metals 12 4 3 7 1 27 (1.1)
28 Fabricated metal products 278 40 4 82 17 421  (17.1)
29- Machine
32 (incl ofﬁrcye + electrical) 17 8 0 31 ? 63 26)
34 Motor vehicles etc. 4 0 0 12 0.5)
35 Transport equipment 4 2 1 2 0 9 0.4)
36 Furniture etc. 142 10 1 38 7 198  (8.0)
37 Recycling 4 0 0 1 0 5 (0.2)
SER Services 6 2 4 15 6 33 (1.3)
Total 1,553 196 66 503 95 2,461 (100.0)
Per cent (63.1) (8.0 22) (22.2) 4.4) (100.0)

Note: Number of firms (group percentages in parenthesis).

Table 2.6 shows that 62 per cent of medium firms are registered as limited liability

companies, as compared to only 10 per cent of micro firms. Exactly one half of small firms

are registered as limited liability companies. Around 14 per cent of small firms are privately

owned, while 5 per cent of the same category is registered as a partnership or a cooperative.

Joint stock firms are medium-sized in 22 per cent of cases and small in 10 per cent of cases.

Eighty-one per cent of all micro firms are household establishments, which is highly

relevant when discussing the possible growth contribution effects of transitioning from
informal to formal firm structures (Rand & Torm, 2012 for further discussion of this issue;
see Rand & Tarp, 2012).

Table 2.6: Number of Enterprises by Legal Ownership and Size in 2013

Micro Small Medium  Total  Per cent
Household establishment 1,435 118 0 1,553 (63.1)
Private/sole proprietorship 103 80 15 198 (8.0)
Partnership/Collective/Cooperative 18 31 6 55 (2.2)
Limited liability company 181 283 82 546 (22.2)
Joint stock company 26 54 29 109 (4.4)
Total 1,763 566 132 2,461 (100.0)
Per cent (71.6) (23.0) (5.4) (100.0)

-132-



CHARACTERISTICS OF THE VIETNAMESE BUSINESS ENVIRONMENT

Finally, Table 2.7 illustrates a large variation of enterprise size across sectors. In the
food processing sector, for example, around 84 per cent of the enterprises are micro-sized, as
compared to 13 and 3 per cent of small and medium firms, respectively. As a comparison, the
share of micro firms in paper product sector (ISIC 21) is 37.5. Small firms surpass the number
of micro firms also in production of chemicals (ISIC 24) and rubber (ISIC 25). Publishing and
printing (ISIC 22), motor vehicles (ISIC 34) and recycling (ISIC 37) appear to be the domain
of micro and small firms, as there are no medium-sized firms in these sectors.

Table 2.7: Number of Enterprises by Sector and Size in 2013

ISIC Micro Small Medium Total (z;rt
15 Food products and beverages 637 97 21 755 (30.7)
17 Textiles 59 32 5 96 (3.9
18 Wearing apparel etc. 59 42 14 115 4.7)
19 Tanning and dressing leather 34 14 2 50 (2.0)
20 Wood and wood products 182 54 10 246 (10.0)
21 Paper and paper products 27 34 11 72 (2.9)
22 Publishing, printing etc. 43 21 0 64 (2.6)
23 Refined petroleum etc. 5 2 1 8 (0.3)
24 Chemical products etc. 23 25 4 52 2.1
25 Rubber and plastic products 61 55 15 131 (5.3)
26 Non-metallic mineral products 55 30 17 102 4.1
27 Basic metals 17 9 1 27 (1.1)
28 Fabricated metal products 344 63 14 421 (17.1)
29-32  Machinery (incl office + electrical) 29 27 9 65 (2.6)
34 Motor vehicles etc. 7 5 0 12 (0.5)
35 Transport equipment 6 2 1 9 (0.4)
36 Furniture etc. 152 40 6 198 (8.0)
37 Recycling 4 1 0 5 (0.2)
SER Services 19 13 1 33 (1.3)
Total 1,763 566 132 2,461 (100.0)
Per cent (71.6) (23.0) (5.4) (100.0)

Note: Figures in number of firm (group percentages in parenthesis).

2.2. Implementation

The survey was confined to specific areas in each province/city to ease
implementation. Following the practice from previous survey rounds, the sample was drawn
randomly from a list of enterprises based on the population of non-state manufacturing
firms. Stratified sampling was used to ensure adequate number of enterprises in each
province with different ownership forms. In cases of mismatch of official household firm
records, on-site identification of formal and informal household firms substituted for the pre-
selected household firms. This enabled the inclusion of non-registered household entities
operating alongside formal enterprises.

A training course of the enumerators was held prior to the implementation of the
survey in the summer of 2013. This provided an occasion to identify and resolve remaining
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ambiguities and possible sources of misinterpretation of the questions in the survey
instrument. As enumerators had considerable prior experience, the training course took the
form of a joint discussion that yielded a valuable feedback on the questionnaire design.

The enterprise survey was carried out by ten survey teams. The interviewers included
researchers from Institute for Labour Science and Social Affairs (ILSSA), staff from
different departments of Ministry of Labour, Invalids and Social Affairs (MOLISA) and ten
representatives from Department of Labour, Invalids and Social Affairs (DOLISA). Each
team was composed of one team leader (supervisor) and several interviewers. The number
of interviewers in each team depended on the size of the sample in each area. The actual
survey was undertaken in two stages. In the first stage, enumerators went to the survey areas
to identify the repeat enterprises and to obtain the complete list of enterprises from the local
authorities. In some cases enterprises had changed location or owner since the last survey in
2011, and determining whether the enterprises were still in existence often involved
considerable work. Based on these visits, updated lists of the repeat enterprises were
prepared and random samples of the new enterprises were drawn. The second stage of the
survey was launched in the autumn of 2013 and lasted for three months. In this stage,
implementation of the survey questionnaire was carried out through personal visits and
direct interviews. Initial checking and cleaning of the data was undertaken in the field.
Following data entry, a second round of data cleaning was undertaken and the 2013 data
were merged with data files from the 2011 to check consistency.

2.3. Links to Previous Surveys

In Table 2.8 we document the survival rate of the previously surveyed firms. Some
1,988 enterprises were tracked down and accepted to participate in survey, leaving 431
enterprises as confirmed exit enterprises. Some 30 enterprises (7 per cent of potential exits)
were lost during the sampling or when approached declined to answer the questionnaire. They
are therefore excluded in both the 2011 and 2013 data. The data show that the annual survival
rate between 2011 and 2013 was 90.6, representing a small decrease from the figure of 92.2
per cent observed between 2009 and 2011. This level is comparable to the 9 to 10 per cent
average exit rate cited by Liedholm and Mead (1999) for a number of developing countries.

Table 2.8: Survival Overview

2011 2013
Surveyed in 2011 Survivors 2,419 1,988
(2,449)
Exit confirmed 431
Survival rate 82.2
Annual survival rate 90.6
Newly surveyed 473
Total surveyed in 2013 2,461

Note: We had difficulties tracking down (previous) owners of closed enterprises. Some enterprises could not be found
or owners declined to answer the questionnaire. A total of 93per cent (431 out of 461) are confirmed exits.

In the following sections, we concentrate on the 2013 survey. However, in some
cases we link the information back to the 2011and 2009 surveys in order to follow the
enterprise development.
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3. THE EFFECT OF INTERNATIONAL ECONOMIC CRISIS

Based on direct questions on the perceived effects of the international crisis directed to
firm owners and managers, we see from Table 3.1 that 62 per cent of the firms interviewed
in 2011 reported that the international crisis had a negative effect on the business conditions
of firms. This number increased to 68.3 per cent in 2013. Taking a look at the balanced
panel, the difference between 2011 and 2013 becomes even higher with a higher proportion
of firms stating that they have experienced negative consequences of the crisis.

Table 3.1: Did the International Crisis Negatively Affect
the Business Conditions for Firms?

Obs. Per cent Yes
Full sample 2011 (2,419) 61.9
2013 (2,461) 68.3
Balanced panel 2011 (1,988) 61.1
2013 (1,988) 69.4

Table 3.1 suggests that the effects of crisis are longer-lasting than initially believed.
The crisis transition matrix (Table 3.2) reveals that 62 per cent of the firms answering “No”
to having experienced doing business problems due to the 2008 international crisis in the
2011 survey, reported in 2013 to have been affected by the crisis. On the other hand, 26 per
cent of the firms stating that the crisis had an effect on their doing business conditions in
2011, reported in the 2013 survey that the initial negative effects of the crisis is no longer
affecting the firm considerably. Table 3.2 also shows that only 294 out of 1,988 enterprises
(14.8 per cent) report in both surveys not to have been affected by the crisis.

Table 3.2: Crisis Transition Matrix

Crisis No 2013 Crisis Yes 2013 Total Per cent
Crisis No 2011 294 479 773 (38.9)
(38.0) (62.0) (100.0)
Crisis Yes 2011 316 899 1,215 (61.1)
(26.0) (74.0) (100.0)
Total 610 1,378 1,988 (100.0)
Per cent (30.6) (69.4) (100.0)

Note: Percentage in parenthesis.

Table 3.3 shows that urban firms have been more exposed to the 2007/08 international
crisis (as perceived by the owners and managers). Compared to 2011 when the effects of
the crisis were more felt in the south, the observations from 2013 indicate that the crisis
affected to a higher extent firms in the north. The only decline in the severity of
perceptions about the crisis is detectable for the firms in the south. Just as in 2011,
household firms appear to have been less exposed to the crisis compared to formal
enterprises. Along the same dimension we see an increase in the number of firms feeling
affected by the crisis in all size categories. The lowest indication of the increase can be
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seen in case of medium-sized firms. One of the possible explanations for this is that the
credit access for this firm category has improved between 2011 and 2013, while it has
declined for smaller firms (see Section 6.2 Credit).

Table 3.3: International Crisis by Location and Firm Size (Percentages)

Year 2011 2013
All firms 61.9 68.3
Micro 55.1 65.0
Small 72.6 79.4
Medium 82.6 84.7
Urban 70.3 75.8
Rural 54.7 64.8
South 69.2 66.8
North 55.1 71.2

Note: Balanced panel (1,988 observations each year)

Firms are employing different measures to cope with the crisis, among which reducing
production costs (58%) and finding new markets for output (49%) are the most frequently
attempted. Around one-fifth of firms attempts changing or otherwise innovating services and
activities. It was inevitable for some of the SMEs to reduce the size or change the
composition of labour force. While 13 per cent of firms reacted to the crisis by reassigning
workers within the enterprise, 9 per cent of enterprises turned to lay-offs. It was shown in
other contexts that such workers are prime candidates for establishing own micro-enterprises
(ILO, 2009). Their success in seeking out and exploiting new business opportunities clearly
depends on the conditions for doing business in terms of access to credit, level of
bureaucracy and market functioning.

In 2011 around 5 per cent of enterprises believed that the crisis created some
opportunities for the firm, and it was especially more well-established larger firms that were
able to reap the potential benefits (CIEM, DoE, ILSSA, 2010). This tendency has remained,
as 8 per cent of firms in 2013 believe that the international crisis has brought positive
incentives to firms doing business conditions (Table 3.4). Looking at the location of firms,
we see that rural and urban firms share similar beliefs about the opportunities brought by the
crisis. The difference between urban and rural firms comes from the fact that rural firms are
more likely to perceive the crisis as beneficial now than two years ago. Urban firms have not
changed their perception about the crisis by much since 2011. Firms located in both south
and north show an increasing tendency to see the crisis as a beneficial market characteristic.
Northern firms have become more optimistic in that regard in the past two years. Comparing
the surveyed firms by size, we see that medium-sized firms were more likely than small and
micro firms to find opportunities in the crisis. Only small-sized firms feel less optimistic
about the crisis compared to 2011.

Finally, the opportunity transition matrix in Table 3.5 reveals that only 16 out of 1,988
firms consistently report that they believe that the international crisis has provided positive
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business opportunities. These few firms feel that the positive effect comes through the
accessibility of cheaper inputs, less competition and increased availability of skilled labour.

Table 3.4: Recent International Crisis Brought Positive Opportunities
for Doing Business (Percentages)

Full sample Balanced panel

2011 2013 2011 2013
All firms 5.6 7.9 4.7 8.0
Urban 10.7 7.9 8.8 7.6
Rural 1.7 7.9 1.8 8.4
South 5.4 7.5 5.1 7.0
North 5.7 8.3 4.4 8.8
Micro 4.1 7.9 3.6 8.0
Small 9.0 7.1 7.3 7.0
Medium 8.3 12.1 5.8 14.3
Observations (2,419) (2,464) (1,988) (1,988)

Note: Number of observations in parentheses.

These results show that the majority of SMEs perceive that the international crisis has
had a significantly negatively impact on the conditions for doing business. However, these
conclusions are based on perceptions of the enterprises surveyed. And while one should not
doubt the wvalidity of their responses, analysing whether these perceived effects of the
international crisis are confirmed in the firm dynamics patterns (survival/exit and growth)
remains one of the central topics of this report.

Table 3.5: Opportunity Transition Matrix

Opportunity No Opportunity Yes Total Per cent

2013 2013
Opportunity No 1,751 144 1,895 (95.3)
2011
(92.4) (7.6) (100.0)
Opportunity Yes
oL 77 16 93 4.7)
(82.8) (17.2) (100.0)
Total 1,828 160 1,988 (100.0)
Per cent (92.0) (8.0) (100.0)

Note: Percentage in parenthesis.
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4. ENTERPRISE GROWTH AND DYNAMICS

Given that the international crisis and the business environment appear to have
worsened from the enterprise point of view, it is interesting to explore the factors driving
dynamic changes in the SME sector and its component parts. We begin this section by
looking at the perceptions of enterprises of the problems faced when doing business and
how these problems have changed over time. Then, we explore the enterprise dynamics in
terms of employment growth and firm exit.

Overall, the proportion of Vietnamese SMEs that face important constraints to firm
growth is very high. In 2013, 84 per cent of firms experienced some constraints. This is a
slight increase (of one percentage point) compared to 2011. The share of firms that believe
they face no constraints is 16 per cent and this level has kept from 2009 (CIEM, DoE,
ILSSA, 2010). Figure 4.1 shows perceptions of surveyed SMEs about the most important
constraints to growth.

Figure 4.1: Most Important Constraints to Growth as Perceived by the Enterprise
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Access to credit is cited as the most serious problem for enterprises in both 2013 and
2011. However, we see a decline in proportion of firms experiencing this kind of challenge
from 45 per cent in 2011 to 30 per cent in 2013. Closely following is the problem of limited
demand for current products. While 19 per cent of SMEs in 2011 cited limited demand as a
serious challenge for growth, almost 27 per cent of firms did so in 2013. Another category
that has increased sharply between 2011 and 2013 is competition with 21 per cent of firms
in 2013 feeling under strong competitive pressure. More enterprises are constrained by the
lack of modern machinery in 2013 compared to 2011, while the inverse situation can be seen
with respect to production premises.
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Given that the characteristics of business environment appear to have worsened from
the enterprise point of view, it is interesting to explore the factors driving dynamic changes
in the enterprise sector and its component parts. We now turn attention to enterprise
dynamics, focusing in particular on (i) employment growth and (ii) firm exit.

4.1. Employment Growth

Panel (a) in Table 4.1 documents the mean and median estimates of the number of full-
time regular employees in 2011and 2013 by firm size. Panel (b) documents the share of
firms that have experienced changes in the number of full-time employees between 2011
and 2013. The total number of full-time workers employed by the 1,988 SMEs declined
from 27,509 in 2011 to 23,589 in 2013, corresponding to a decrease in total employment of
7.4 per cent over the two-year period. These changes in employment are also reflected in the
decline in the average number of employees from 13.8 in 2011 to 11.9 in 2013, which is
observed for all firm sizes. However, small and medium enterprises were reducing the
number of full-time employees at a higher rate than micro enterprises. Sixty per cent of
small and 71 per cent of medium firms reduced their permanent workforce between 2011
and 2013.

Table 4.1: Mean Employment Statistics by Firm Size

(a) (b)
Number of full-time regular employees  Change from 2011 to 2013 (share of firms)

2011 2013 Employment change
Mean Median Mean Median Decrease Constant Increase
All All 13.8 5.0 11.9 5.0 41.6 30.8 27.6
(1,988) (1,988) (827) (613) (548)
Size  Micro 3.8 3.0 3.7 3.0 32.2 38.4 29.3
(1,374) (1,430) (442) (527) (402)
Small 20.2 17.0 20.0 17.0 60.3 14.9 24.8
(496) (460) (299) (74) (123)
Medium 101.2 85.0 92.1 80.0 71.1 9.92 19.0
(121) (98) (86) (12) (23)

Note: Panel (a) shows the information for the balanced panel of 1,988 firms. Panel (b) shows the share of firms with
changing number of employees. Number of observations is in parentheses.

Table 4.1 shows that individual firm sizes have undergone important changes over
time. Another way to illustrate the dynamics of enterprises is to look at employment
transition matrices, a tool often used to evaluate economic mobility. Table 4.2 gives
employment transitions for micro, small and medium enterprises from 2011 to 2013. The
data indicate that overall firms tended to stay in their size category in the past two years.
Some 94 per cent of the micro enterprises with 1 to 9 employees in 2011 stayed in this
category in 2013. None of the micro enterprises transitioned to the medium category, but as
in 2011, micro enterprises which increased in size moved only to the small category. Around
72 per cent of small and medium enterprises stayed in the same size category, but around 25
per cent of these decreased in size, illustrating a tendency of these firms to move downwards
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in the size distribution over time. Only 2 per cent of small firms have switched to medium
category. Employment transition trend is similar to the trend observed in the period 2009-
2011 (CIEM, DoE, ILSSA and UNU-WIDER, 2012).

Table 4.2: Employment Transition Matrix

1\2/[8?30 Szl(r)lla ;1 Mze (? igm Total Per cent

Micro 2011 1,297 74 0 1,371 (69.0)
(94.6) (5.4) 0) (100.0)

Small 2011 130 355 11 496 (24.9)
(26.2) (71.6) (2.2) (100.0)

Medium 2011 3 31 87 121 6.1)
(2.5) (25.6) (71.9) (100.0)

Total 1,430 460 98 1,988 (100.0)

Per cent (71.9) (23.1) 4.9) (100.0)

Note: Percentage in parenthesis.

Table 4.3 shows average annual employment growth rates (defined as the square root
of the number of full-time regular employees in 2013 divided by that in 2011) by province,
legal ownership form and firm size. First, we see that the mean employment growth rate was
on average negative between 2011 and 2013. While the average growth rate stalled in the
period 20092011, it declined by 1.29 per cent between 2011 and 2013. This is remarkably
different from earlier trends in the SME employment growth rates that were positive in the
period 2005-2009 (for details, see CIEM, DoE, ILSSA, 2010; Rand et al., 2008; Rand &
Tarp, 2007). Second, the enterprises across most of the provinces have reversed the growth
in the number of full-time workers. This is unlike the 2009-2011 period, when only four
provinces experienced negative employment growth. Only the SMEs from three sampled
provinces Quang Nam, Lam Dong and Nghe An have on average expanded their workforce.

The results broken down by firm legal structure show a decline in employment growth
across all categories. While household enterprises and sole proprietorships experienced a
lower decline in employment growth than the sample average, other firm categories
experienced a higher than average decline in the 2011-2013 period. There is also an
indication of the inverse relationship between firm size and employment growth in the data.
Micro firms were the only firm category that witnessed an increase in the number of full-
time workers at a rate of 2.6 per cent, although the increase rate was smaller than in the
2005-2011 period. Just like in 2009-2011, small and medium enterprises saw a negative
growth in employment that ranges from 9 to13 per cent, respectively. Overall, these figures
suggest that the international crisis is affecting employment situation among the small and
medium enterprises in the 10 studied provinces. Compared with the results of the last report
(CIEM, DoE, ILSSA and UNU-WIDER, 2012) this suggests that employment effects of
international crisis have aggravated.
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Table 4.3: Employment Growth by Province, Legal Structure and Size

Observations Mean SD Median  Percentage
change
All All 1,988 0.987 0.280 1.000 -1.29
Province  Ha Noi 203 0.992 0.270 1.000 -0.76
Phu Tho 209 0.954 0.274 1.000 -4.61
Ha Tay 276 0.986 0.330 1.000 -1.42
Hai Phong 152 0.937 0.273 0.997 -6.32
Nghe An 303 1.008 0.264 1.000 0.88
Quang Nam 140 1.074 0.304 1.000 7.37
Khanh Hoa 72 0.975 0.359 0.904 -2.49
Lam Dong 58 1.028 0.265 1.000 2.82
HCMC 463 0.984 0.250 1.000 -1.59
Long An 112 0.943 0.239 0.931 -5.73
Legal Household establishment 1,316 0.996 0.282 1.000 -0.35
E;;;igi‘fhip 154 0.989 0272 1.000 -1.05
Eir;;:i‘:vpé Collective/ 47 0.956 0321 0.968 437
Limited liability company 395 0.973 0.276 0.992 -2.70
Joint stock company 76 0.912 0.244 0.928 -8.81
Size Micro 1,371 1.026 0.290 1.000 2.57
Small 496 0.910 0.239 0.935 -8.97
Medium 121 0.864 0.218 0.913 -13.56

Note: The mean yearly growth rate (unweighted) is defined as “(regular full-time employment 2013/regular full-

time employment 2011)")%”

Table 4.4 shows changes in the employment growth by sector. With the exception of

food, textile, rubber and chemical industry, all sectors have experienced a decline in

employment rates between 2011 and 2013. The largest decrease — surpassing 6 per cent—

was observed for leather manufacturing (ISIC 19), electronic machinery (ISIC 29-32) and
motor vehicles (ISIC 34). Compared to the period between 2009 and 2011, textile (ISIC 17),
rubber (ISIC 25) and chemical industry (ISIC 24) have transitioned from negative to positive

employment growth.
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Table 4.4: Employment Growth by Sector

Observations ~ Mean SD Median Percentage
change
Sector All 1,988 0.987 0.280 1.000 -1.3
15 Food products and beverages 616 1.003 0.256 1.000 0.3
17 Textiles 81 1.025 0.329 1.000 2.5
18 Wearing apparel etc. 93 0.964 0.289 1.000 -3.6
19 Tanning and dressing leather 36 0.937 0.301 1.000 -6.3
20 Wood and wood products 203 0.985 0.325 1.000 -1.5
21 Paper and paper products 49 0.984 0.206 1.000 -1.6
22 Publishing, printing etc. 50 0.970 0.231 1.000 -3.0
24 Chemical products etc. 32 1.042 0.316 1.000 4.2
25 Rubber and plastic products 102 1.037 0.265 1.000 3.7
26 i‘;r(‘i'un;testa“‘c mineral 88 0.977 0251  1.000 2.3
27 Basic metals 29 0.930 0.297 0.925 -7.0
28 Fabricated metal products 356 0.973 0.268 1.000 2.7
29-32 zf:;}r‘:;‘:lgy (incl. office + 57 0938 0256  0.975 6.2
34 Vehicles etc. 14 0.932 0.267 1.000 -6.8
36 Furniture etc. 165 0.962 0.346 0.953 -3.8

Note: We excluded sectors with under 10 observations.

Table 4.5 combines the information from the two previous tables by showing Ordinary
Least Squares (OLS) estimates where all the traditional determinants of enterprise dynamics
are included. The first column does not include sector controls, whereas the second column
includes 17 sector dummies in the specification. First, Table 4.5 shows that the inverse
relationship between employment growth and enterprise size holds in both estimations.
After controlling for location, legal structure and sector, we observe that micro firms have
experienced 17 and 23 per cent higher annual growth in full-time regular workers than small
and medium firms. Second, Quang Nam stands out in terms of employment generation.
Compared to Ho Chi Minh City, Quang Nam had 6 per cent higher annual employment
growth. Third, as in the previous survey, household firms contribute less to the employment
generation than other kinds of manufacturing enterprises.” However, we see that the
traditional determinants explain only 7 to 8 per cent of the variation in employment growth
rates. In the following sections we therefore seek additional explanations for the observed
dynamics of the Vietnamese manufacturing enterprises.

? Note however that firm size and legal structure are highly correlated and excluding size controls (not
reported) results in insignificant coefficient estimates on all legal structure indicators except the joint stock
companies.

~142-



CHARACTERISTICS OF THE VIETNAMESE BUSINESS ENVIRONMENT

Table 4.5: Employment Growth Determinants

Without sector controls With sector controls

Coefficient t-stats Coefficient t-stats

Firm size Small -0.166%** (-9.69) -0.171%** (-9.80)

Medium -0.23]%** (-8.43) -0.237%** (-8.53)

Location Ha Noi 0.010 (0.45) 0.016 (0.70)

Phu Tho -0.057** (-2.52) -0.051** (-2.11)

Ha Tay 0.004 (0.17) 0.006 (0.24)

Hai Phong -0.059** (-2.32) -0.045* (-1.72)

Nghe An 0.003 (0.18) 0.015 (0.71)

Quang Nam 0.060** (2.13) 0.074** (2.51)

Khanh Hoa -0.017 (-0.41) -0.008 (-0.19)

Lam Dong 0.024 (0.67) 0.033 (0.92)

Long An -0.073%** (-2.84) -0.067** (-2.53)

Ownership E;;;iﬁi‘fhlp 0.074%++ (3.05) 0.075%+* (3.09)

Eir;;:i‘:vpé Collective/ 5 g3 (1.74) 0.069 (1.44)

Ennﬁzgyhab‘hty 0.085%** (4.02) 0.082%%* (3.87)

Joint stock company 0.070** (2.05) 0.065* (1.87)
Sector dummies included No Yes
Observation 1988 1988
R-squared 0.07 0.08

Note: OLS - Dependent variable: Annual employee growth. Robust standard errors. *, ** and *** indicates
significance at a 10%, 5% and 1% level, respectively. Base: Micro, HCMC, Household firm, Food processing
(ISIC 15).

4.2. Firm Turnover

Taking into consideration that dynamics are one of the key indicators of sector
competitiveness and growth potential, this section takes a closer look at the rate of creation of
new firms with respect to the rate of firm exits. Low productivity firms are less likely to
survive and prosper than their more efficient counterparts, raising the industry productivity in
aggregate (Foster et al., 2008). Similarly, the entry of new firms in innovative sectors makes a
contribution to aggregate productivity growth, while in mature industries productivity growth
is driven more by within-firm efficiency improvements and by the exit of obsolete firms
(O’Mahony & Vecchi, 2009). Figure 4.2 shows firm turnover, calculated as a share of firm
entries and exits in the total number of firms, by the type of sector in which they operate. It is
visible that, compared to other sectors, food processing (ISIC 15) has the highest turnover rate.
This finding follows the result from Table 4.4, which showed that the highest employment
growth is observed in food processing sector (ISIC 15). The second highest turnover rate is
observed in sectors for fabricated metal products (ISIC 28) and wood (ISIC 20), but these
sectors have not experienced high growth in the previous two-year period.
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As it will become apparent from the chapters that follow, micro-sized firms are the most
dynamic ones in terms of new enterprise formation and destruction. Figure 4.2 compares
therefore the entry and exit of micro firms with the total turnover rate per sector. Micro firms
follow the general pattern of the sample with somewhat lower than average rates of entry and
exit in apparel (ISIC 18), non-metallic mineral products (ISIC 26) and paper (ISIC 21) sectors.
The turnover rate of micro firms is higher than average in food processing (ISIC 15),
fabricated metal products (ISIC 28) and wood processing (ISIC 20) sector.

Figure 4.2: Firm Turnover by Sector

Firm entries plus exits as per cent of number of firms

oM
30 All Micro 40
5 | ® - 35
- 30

20 - 25
15 - \/ - 20
10 - - 15
L - 10

5 ¢ * * * . -5
0 I ¢ — . & e * * 0

15 28 20 36 18 26 17 21 29-32 25 19 22 27 34 24

Sector (ISIC four-digit code)
Note: ISIC 15: Food processing, ISIC 17: Textiles, ISIC 18: Apparel, ISIC 19: Leather, ISIC 20: Wood, ISIC 21:
Paper, ISIC 22: Publishing, ISIC 24: Chemical products, ISIC 25: Rubber and plastic products, ISIC 26: Non-

metallic mineral products, ISIC 27: Basic metals, ISI 28: Fabricated metal products, ISIC 29-32: Machinery, ISIC
34: Vehicles and ISIC 36: Furniture.

4.2.1. Firm Entry

Table 4.6 shows the prevalence of new entrants by location and firm size. New
entrants are defined as firms that have started operating within the last 2 years. Overall, the
data from the 2013 survey round show that only 25 firms have started their business since
2011. This amounts to one per cent of all surveyed firms. Slightly over one half of all new
entrants are household establishments and one third of new entrants are registered as
limited liability companies. There were no new entrants among partnership or collective
ownership forms.

Corresponding to the observation about household establishments, majority of new
entrants was in the micro firm category, constituting 80 per cent of all new entries (20
firms). There were five new entries among small firms. A slightly higher rate of new
entrants is observed in urban provinces — 56 per cent of new entries relative to 44 per cent
coming from rural enterprises.
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Table 4.6: New Entrants by Location, Legal Ownership and Size

No Yes Total
Legal Household establishment 1,540 14 1,554
(63.2) (56.0) (63.1)
Private/sole proprietorship 197 1 198
(8.1) (4.0) (8.0)
Partnership/ Collective/ Cooperative 55 0 55
(2.3) (0.0) (2.2)
Limited liability company 538 8 546
(22.1) (32.0) (22.2)
Joint stock company 107 2 109
4.4) (8.0) 4.4)
Size Micro 1,744 20 1,764
(71.6) (80.0) (71.7)
Small 561 5 566
(23.0) (20.0) (23.0)
Medium 132 0 132
(5.4) (0.0) (5.4)
Location Urban 1,048 14 1,062
(43.0) (56.0) (43.1)
Rural 1,389 11 1,400
(57.0) (44.0) (56.9)
Total 2,437 25 2,462
(99.0) (1.0) (100.0)

Note: percentages are in parentheses.

4.2.2. Firm Exit

In this subsection, we investigate how traditional determinants affect firm exit
probabilities. Table 4.7 shows exit rates by location, legal ownership and firm size
categories. Around 18 per cent of the 2,419 firms surveyed in 2011 have closed their
business by 2013. This translates to the yearly exit rate of 9.9 per cent, which is almost
identical to the exit rate observed between 2009 and 2011. As these exit percentages are not
based on confirmed exit data, relying on confirmed exits only reduces the annual exit rate to
9.3 per cent. This was also shown in Chapter 2. Above average exit probabilities were
observed in Ha Noi, Hai Phong, Khanh Hoa, Ha Tay, HCMC and Lam Dong. On the other
hand, firms in Quang Nam and Long An have shown very low exit rates. Compared to
2009-2011 period, the exit rates have increased in four provinces: Ha Noi, Ha Tay, Hai
Phong and Khanh Hoa.

Looking at legal status we see that household firms followed by joint stock companies
were less likely to exit than other legal ownership types in the observed period.
Disaggregation by firm size shows that medium firms were less likely to exit than their
micro and small counterparts. This is in accordance with earlier studies of Vietnamese non-
farm enterprises, showing that smaller firms have lower likelihood of survival (Hansen et
al., 2009; Vijverberg & Haughton, 2004).
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Overall, only 6.6 per cent of total exits can be attributed to exporting firms. The lowest
part of Table 4.7 shows the difference in exit rates by exporter status. It can be seen that
among the firms who export (and who comprise only 6 per cent of the sample), 19 per cent
have exited. At the same, around 18 per cent of non-exporters have exited.

Table 4.7: Exit Rates by Location, Legal Ownership, Size and Export Status

Obs. Mean SD
All All 2,419 0.178 0.383
Province Ha Noi 268 0.243 0.429
Phu Tho 251 0.167 0.374
Ha Tay 340 0.188 0.391
Hai Phong 200 0.240 0.428
Nghe An 345 0.122 0.327
Quang Nam 155 0.097 0.297
Khanh Hoa 94 0.234 0.426
Lam Dong 76 0.237 0.428
HCMC 568 0.185 0.389
Long An 122 0.082 0.275
Legal  Household establishment 1,571 0.162 0.369
Private/sole proprietorship 193 0.202 0.403
Partnership/ Collective/ Cooperative 65 0.277 0.451
Limited liability company 498 0.207 0.405
Joint stock company 92 0.174 0.381
Size Micro 1,660 0.174 0.379
Small 614 0.192 0.394
Medium 145 0.165 0.373
Export  Exporter 145 0.193 0.396
Non-exporter 2,264 0.176 0.381

Note: Mean estimates of exit rates (unweighted).

Table 4.8 shows the rates of exit by the number of years since a firm started to operate.
For the ease of exposition, we have categorised firms in five groups where the first group
contains firms that have been operating for more than 31 years; the second group comprises
firms with 21 to 30 years of experience; the third group contains firms established 11 to 20
years ago; the fourth group comprises firms with six to 10 years of business experience and
the fifth group contains new entrants defined as firms operating for five years or less.
Sorting the firms in this way has allowed identifying unusually low exit rates among the new
entrants, whereby only 3.9 per cent of all SME exits can be attributed to these firms. This
finding is contradictory to the existing literature which maintains that young firms (defined
as firms operating one to five years) tend to have lower likelihood of survival (Hansen et al.,
2009; Ericson & Pakes, 1995; Jovanovic, 1982). Our findings, however, may serve as an
evidence of higher determination of new entrants to succeed in light of weak outside options
for firm owners.
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In our sample, the exit is highest among the firms that were established 11 to 20 years
ago. These firms account for nearly one half of all exits in our sample. Firms starting
business six to 10 years ago also appear to be vulnerable to exit. One quarter of exits took
place in this category. Further on, our sample shows high resilience to exit of older firms:
firms who were active for more than 31 years show sizeably lower exit rates. In brief, the
data show that the highest threat of exit among SMEs starts after doing business for six or
more years and that the threat of exit slowly declines after being in business for 21 years
or more. This result is in accordance with Vijverberg and Haughton (2004), who have
shown that non-farm household enterprises in Vietnam have a higher probability of
survival the older they are.

Table 4.8: Exit Rates by Years of Operation

No Yes Total
Operating more than 31 years 129 32 161
(6.5) (7.4) (6.7)
Operating 21 — 30 years 364 76 440
(18.3) (17.6) (18.2)
Operating 11 — 20 years 965 202 1,167
(48.5) (46.8) (48.2)
Operating 6 — 10 years 477 105 582
(24.0) (24.3) (24.0)
Operating less than 5 years 54 17 71
(2.7) (3.9) (2.9)
Total 1,989 432 2,421
(82.2) (17.8) (100.0)

Note: percentages in parentheses

Table 4.9 shows a variation in exit rates by sector. Not considering sectors with fewer
than 10 observations, firms in paper processing (ISIC 21) have a very high exit occurrence,
followed by firms in mineral (ISIC 27), leather (ISIC 19), apparel (ISIC 18), and textile
(ISIC 17) industries. Firms producing rubber and plastic products (ISIC 25) have been by far
least likely to exit. Apart from measuring the number of firms that have ceased to operate,
firm turnover can be measured by sector switching. Especially in developing countries,
firms have been shown to switch the sector in which they produce as a part of their survival
strategy (Newman et al., 2013). Overall, our sample shows that the share of switching
between different sectors was around 15 per cent in the past two years.

As Table 4.10 illustrates, there are sizeable differences between sectors in our sample.
The sectors to which the most firms switch into were machinery (ISIC 29-32), furniture
(ISIC 36) and basic metals (ISIC 27). The sectors with least switching into were food
processing (ISIC 15), fabricated metal products (ISIC 28) and publishing (ISIC 22).
Newman, Rand and Tarp (2013) have found that firms who switch to production in a
different sector tend to be less productive and smaller, but more labour-intensive than their
counterparts in the sector which they are leaving.
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Table 4.9: Exit Rates by Sector

Obs Mean SD
All 2,419 0.178 0.383
15 Food products and beverages 734 0.161 0.368
17 Textiles 104 0.221 0.417
18 Wearing apparel etc. 121 0.231 0.423
19 Tanning and dressing leather 47 0.234 0.428
20 Wood and wood products 248 0.181 0.386
21 Paper and paper products 67 0.269 0.447
22 Publishing, printing etc. 59 0.152 0.363
23 Refined petroleum etc. 7 0.143 0.378
24 Chemical products etc. 39 0.179 0.389
25 Rubber and plastic products 114 0.105 0.308
26 Non-metallic mineral products 114 0.228 0.421
27 Basic metals 35 0.171 0.382
28 Fabricated metal products 431 0.174 0.379
29-32 Machinery (incl. office + electrical) 74 0.230 0.423
34 Vehicles etc. 17 0.176 0.393
35 Transport equipment 8 0.25 0.463
36 Furniture etc. 194 0.149 0.357
37 Recycling 6 0.167 0.408

Note: Mean estimates of exit probability (unweighted).

Table 4.10: Sector Switching between 2011 and 2013

Observations Per cent

Sector All 288 14.5
15 Food products and beverages 22 1.8
17 Textiles 24 14.5
18 Wearing apparel etc. 25 14.0
19 Tanning and dressing leather 12 16.7
20 Wood and wood products 94 23.3
21 Paper and paper products 24 23.5
22 Publishing, printing etc. 10 10.6
24 Chemical products etc. 13 20.0
25 Rubber and plastic products 31 15.3
26 Non-metallic mineral products 29 16.8
27 Basic metals 25 51.0
28 Fabricated metal products 84 11.7
29-32 Machinery (incl. office + electrical) 26 24.5
34 Vehicles etc. 10 41.7
36 Furniture etc. 103 31.2

Note: We excluded sectors with under 15 observations.
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These results are explored further in Table 4.11 that shows the results of a probit
estimation for determining exit probabilities in the Vietnamese manufacturing industries
using the correlates of location, ownership form, sector and size.

With respect to exit determinants, we find the expected negative relationship between firm
size and probability of exit. Small and medium firms are 3 to 6per cent less likely to exit than
their micro counterparts. This corresponds well with the results obtained in most of the studies
on firm dynamics. The effect is not well determined in the first column for small firms, but it
becomes significantly determined when sector dummies are introduced in the second column.

Table 4.11: Exit Determinants

Exit (without sector) Exit (with sector)

e

Firm Size  Small -0.030 (-1.49) -0.035%* (-1.76)

Medium -0.060**  (-2.03) -0.072%* (-2.57)

Location  Ha Noi 0.047 (1.57) 0.057* (1.83)

PhuTho -0.012 (-0.40) -0.019 (-0.65)

Ha Tay 0.013 (0.47) 0.001 (0.03)

Hai Phong 0.050 (1.47) 0.048 (1.39)

Nghe An -0.058**  (-2.52)  -0.063*** (-2.70)

Quang Nam -0.084%**  (-3.13)  -0.086%** (-3.23)

KhanhHoa 0.050 (1.10) 0.047 (1.02)

Lam Dong 0.054 (1.006) 0.054 (1.05)

Long An -0.100%**  (-3.67)  -0.102%%** (-3.83)

Ownership  Private/sole proprietorship 0.044 (1.30) 0.047 (1.39)

Partnership/Collective/Cooperative 0.109* (1.80) 0.118* (1.89)

Limited liability company 0.051* (1.96) 0.050* (1.90)

Joint stock company 0.027 (0.54) 0.022 (0.45)
Sector dummies included No Yes
Observation 2,419 2,419
Pseudo R-squared 0.02 0.03

Note: Probit, marginal effects. Robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1%
level, respectively. Base: HCMC, Household firm, Food processing (ISIC 15).

Then, looking at other firm characteristics, we find location to be a significant
determinant of firm exit. The highest exit probability is found in Ha Noi, conceivably due to
high competitive pressures. Higher competition in urban areas was found in previous studies
on SMEs in Vietnam (Hansen et al., 2009). Other areas show similar exit probabilities to
HCMC except Nghe An, Quang Nam and Long An, where exit probabilities are
significantly lower. Finally, ownership structure appears to be an important determinant of
firm exit. Partnerships and limited liability firms are more likely to exit than household
enterprises when size differences are taken into account. As compared to the base sector
(food processing), exits are more likely in the production of non-metallic mineral products
(ISIC 26) and less likely in rubber processing (ISIC 25), when controlling for size, location
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and legal structure (not reported). However, note that these traditional determinants explain
only between two and three per cent of the variation in exit probabilities.

Data from the 2013 survey show that 356 SMEs temporarily closed their business for
up to a year between 2011 and 2013. This number represents a slight increase (5 per cent)
compared to 2011 when 339 firms reported temporary closures in the previous two-year
period. It was observed in 2011 that only 17 firms closed their business temporarily since
2009 as a strategy to cope with the economic crisis (CIEM, DoE, ILSSA and UNU-WIDER,
2012). However, 124 firms were compelled to do so between 2011 and 2013. Enterprises
closed down their businesses in the short term for other reasons apart from global financial
crisis and Figure 4.3 shows the details.

Figure 4.3: Reasons for Temporary Closure (per cent)
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The main reason for temporary closure in the period 2011-2013 was a lack of demand.
This reason became more important in 2013 for additional 10 per cent of enterprises
compared to the period 2009-2011. Lack of demand was also the main reason for
temporarily closing down the business in the period 2007-2009 (CIEM, DoE, ILSSA, 2010).
In Section 10, we show that a large share of enterprises has accumulated goods which are
difficult to sell, corroborating the lagging responsiveness to real market demand. Around
one quarter of SMEs considered short-term closures as a normal part of business cycle in the
previous survey round, but this share dropped to 15 per cent in the 2013 data. Competitive
pressure and resource limitations have caused much lower fraction of enterprises to
temporarily close down. It is noteworthy here that around a quarter of enterprises stopped
operating for a period of time for undisclosed reasons (see category Other).

Firms that experienced temporary closures were mainly micro and small, accounting
for 83 and 16 per cent of short-term closures, respectively. Table 4.12 shows that household
firms were most likely to temporarily close their business between 2011 and 2013. The
second highest rate of short-term closures was observed in case of limited liability
companies, while joint stock companies had the lowest rate of temporary closures.
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Table 4.12: Temporary Closure by Legal Structure

Temporary closure

Legal status No Yes Total
Household establishment 1,042 262 1,304
(62.8) (73.6) (64.7)
Private/sole proprietorship 125 30 155
(7.5) (8.4) (7.7)
Partnership/Collective/Cooperative 45 6 51
(2.7) (1.7) (2.5)
Limited liability company 367 55 422
(22.1) (15.5) (20.9)
Joint stock company 81 3 84
(4.9) (0.8) (4.2)
Total 1,660 356 2,016
(100.0) (100.0) (100.0)

Note: percentages in parentheses

Temporarily closed firms also showed higher chances of exit, as Table 4.13 illustrates.
This especially holds for micro and small firms that comprise 70 and 27 per cent of all exits
after temporary closures. Medium firms were least likely to temporarily close and stop
operating, illustrating the clear advantage of size with respect to firm survival in a
competitive business environment. In terms of legal structure, we observe that household-
owned enterprises show the highest tendency to exit after closing the business for a while.
Limited liability companies are the second most frequent enterprise type to exit after
temporary closure. Partnerships and other forms of collective ownership have shown the
lowest tendency to exit conditional on being temporarily closed. The behaviour of firms also
differs depending on location. Firms located in urban areas were less compelled to exit after
being closed for a while. Some 43 per cent of exits after temporary closure happened among
urban firms, while the rate for rural firms amounted to 57 per cent.

Firms that experienced temporary closures but were operating during the 2013 survey
round have kept the employment growth similar to their counterparts that kept their business
going throughout the international crisis. Firms temporarily closed but surviving
experienced two per cent higher employment growth between 2011 and 2013 compared to
firms operating throughout the crisis (not reported).
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Table 4.13: Temporary Closure in 2011 and Exit in 2013

Temporarily closed in 2011 Exit 2013
No Yes Total
All firms 258 81 339
(15.7) (23.6) (17.1)
Firm size Micro (<10) 199 57 256
(77.1) (70.4) (75.5)
Small (10-49) 52 22 74
(20.2) (27.2) (21.8)
Medium (50-300) 7 2 9
(2.7) (2.5) (2.7)
Legal structure Household establishment 193 57 250
(74.8) (70.4) (73.8)
Private/sole proprietorship 19 6 25
(7.4) (7.4) (7.4)
Partnership/Collective/Cooperative 11 2 13
(4.3) (2.5) (3.8)
Limited liability company 32 13 45
(12.4) (16.1) (13.3)
Joint stock company 3 3 6
(1.2) (3.7) (1.8)
Location Rural 176 46 222
(68.2) (56.8) (65.5)
Urban 82 35 117

(1.8)  (432)  (34.5)

Note: percentages in parentheses

We now explore whether the firms who temporarily closed their business were
compelled to change their product portfolio. We measure this change at the sector level
(ISIC two digit code). Table 4.14 shows that firms who have closed their business for some
time frequently switch to production in a different sector. The rate of sector switching for
these firms is by around three percentage points higher than the sample average (17.6 per
cent for temporarily closed firms compared to 14.5 per cent on average).

Firms who temporarily closed their business were more compelled to change the sector
in which they operate compared to firms who have not experienced temporary closures.
Some 19 per cent of firms switched the sector after being closed for a while, while 17 per
cent of firms who were not temporary closed changed the sector as well. In addition, only
two firms who have changed sector have closed their firm since 2011.

Table 4.14: Temporary Closure and Sector Change

Temporarily closed in 2011 Sector switch

No Yes Total

No 1,405 294 1,699
(82.7) (17.3) (100.0)

Yes 232 56 288

(80.6) (19.4) (100.0)

Total 1,637 350 1,987
(82.4) (17.6) (100.0)

Note: percentages in parentheses
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5. BUREAUCRACY, INFORMALITY AND INFORMAL PAYMENTS

No discussion of private sector development and business environment in developing
countries can take place without looking at business informality, regulation, taxation and
corruption. High costs of formal sector entry, regulatory compliance and punitive taxes can
induce enterprises to start operating informally; foregoing legal recognition in order to reduce
operating costs. The ability of enterprises to reduce or avoid these costs also relates to the
corruptibility of public officials. Corruption may also exist due to predatory public officials
working to extract private rents for fictitious infractions or questionable interpretations of the
rules. The issues of informality, bureaucracy, taxation and corruption have potentially differing
impacts on heterogeneous enterprises, in particular in terms of enterprise legal structure.

5.1. Informality, Growth and Exit

Defining informality is a problem in itself. In this chapter we consider one definition
of formality whereby firms with an Enterprise Code Number (ECN)or firms with both a
Business Registration Certificate (BRC) and a tax code are labelled as formal. As such we
allow for the possibility that a firm operates formally even though it only employs informal
workers (workers without a written contract). Table 5.1 documents the summary statistics of
our definition in both 2011 and 2013.

Table 5.1: Formality Summary Statistics

2011 2013
Per cent Number Per cent Number
Formal (Total) 72.7 1,759 71.4 1,757
Formal (Balanced) 71.9 1,430 72.2 1,453

Note: Formal definition: Firm has an ECN or a BRC and a tax code.

According to our definition, some 71 per cent of surveyed enterprises were formal in 2013.
This is not widely different from the situation in 2011. With the exception of two privately owned
entities and one joint stock company, all unregistered firms are household enterprises.

Table 5.2 shows the formality dynamics using a traditional transition matrix. First, 9.8
per cent of the informal firms in 2011 had obtained an official license by 2013. Moreover,
only 0.2 per cent of formal firms registered in 2011 no longer had a formal license in 2013.
These figures show substantial improvements in the registration procedures (and knowledge
hereof) compared to the last survey.

Table 5.2: Formality Transition Matrix

ECN or BRC + Tax code
Informal 2013 Formal 2013 Total Per cent
Informal 2011 551 60 611 (30.7)
(90.2) (9.8) (100.0)
Formal 2011 2 1,375 1,377 (69.3)
(0.2) (99.8) (100.0)
Total 553 1,435 1,988 (100.0)
Per cent (27.8) (72.2) (100.0)

Note: Percentage in parenthesis.
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We now examine how formality is associated with firm growth and exit.* Table 5.3
shows the results, with our measure of formality included as explanatory variable. First, we
find a positive and significant coefficient estimate in the growth equation, suggesting that
becoming formal is associated with higher employment growth rates, in accordance with
results obtained in Rand and Torm (2012). Also, a statistically significant positive
relationship between firm exit and formal firm registration is found in probit estimations
(columns 3 and 4). This is in contrast to previous surveys that found no significant
relationship between formality and firm exit(CIEM, DoE, ILSSA and UNU-WIDER, 2012).

Table 5.3: Firm Dynamics and Formality

Firm Growth Firm Exit
(1) @ 3) @)
Firm Size log (number of -0.082%** -0.092%** -0.010 -
employees) 0.027%**
(-13.22) (-13.12) (-1.35) (-3.24)
Registration Formal =1 0.072%** 0.062%** 0.050%** 0.049**
(4.45) (3.40) 2.77) (2.43)
Location dummies included No Yes No Yes
Sector dummies included No Yes No Yes
Observation 1,988 1,988 2,419 2,419
Pseudo R-squared 0.09 0.12 0.00 0.03

Note: OLS and probit, marginal effects.z-statistics in parenthesis. Robust standard errors. *, ** and *** indicate
significance at a 10%, 5% and 1% level, respectively. Base: Micro, HCMC, Food processing (ISIC 15).

5.2. Taxes and Informal Costs

According to the World Bank’s Doing Business survey (World Bank & IFC, 2013),
the Investment Climate Assessment survey (World Bank, 2011) and the Vietnamese
Provincial Competitiveness Index (Malesky, 2013), the ease of doing business in Vietnam
significantly improved over the past years. However, concerns remain regarding informal
charges facing firms as well as the administrative burden in paying taxes. This final sub-
section follows up on last surveys overview of the burden of taxes and informal payments
facing Vietnamese manufacturing enterprises, to see if improvements have occurred.

Table 5.4 looks at the evolution in the net profits share of gross profits to get an
indication of the amount of taxes paid from 2011 to 2013.From the table we can conclude
that household enterprises do not contribute fully to the tax base. The net to gross profit
share raised from 92 per cent in 2011 to 93 per cent in 2013 for household enterprises. A
slight increase in the share of household enterprises that paid zero taxes (net to gross profit
share equal to one) was also observed — an increase from 11 per cent in 2011 to 11.8 per cent
in 2013. Most of the non-tax paying firms are informal household enterprises as in 2011.

*A more detailed analysis using the 2007 and 2009 data on the effects of informality (and the change from

informal to formal) can be found in Rand and Torm (2012).
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Table 5.4: Net-to-Gross Profit Share

Net Profits/Gross .
Profits Share paying zero
taxes
Share
2011 2013 2011 2013
Total 0.841 0.856 0.074 0.080
Household establishment 0.921 0.933 0.110 0.118
Private/sole proprietorship 0.736 0.741 0.000 0.000
Partnership/Collective/Cooperative 0.695 0.687 0.000 0.043
Limited liability company 0.669 0.702 0.000 0.000
Joint stock company 0.624 0.681 0.000 0.000

Informality and taxation are potentially closely related to bribery and corruption, and
they are prominent components of the business environment in a country. We therefore
focus on informal payments that, from the enterprise’s point of view, are treated as a regular
component of operating costs. Informal payments may be offered in exchange for a given
service delivered by a government official. We therefore examine this issue in the form of
the following questions: (i) how many enterprises provide informal payments, (ii) why are
these payments made and (iii)) how have these payments changed over time? Table 5.5
shows that 45 per cent of enterprises made informal payments in 2011, while 38 per cent of
surveyed enterprises did so in 2011. Comparing this finding with previous survey rounds,
we conclude that the number of enterprises paying bribes has been increasing since 2007. It
is mostly formal firms that pay bribes. This is also confirmed in the more detailed study by
Rand and Tarp (2012) showing that the “bribes to hide” hypothesis is not confirmed using
Vietnamese data. The balanced panel shows the same trends as the overall sample,
indicating a high pressure for delivering informal payments in the Vietnamese business

environment.
Table 5.5: How Many Enterprises Pay Bribes?
All Balanced

2011 2013 2011 2013

Firms paying bribes 926 1,108 742 891
(38.3) (45.0) (37.3) (44.8)

Formal 812 948 640 771
(47.8) (54.0) (46.5) (53.7)

Informal 114 160 102 120
(15.8) (22.7) (16.9) (21.7)

Note: Percentage in parenthesis.

Table 5.6 shows the bribe transition matrix, which documents that 35.8 per cent of the
firms not paying bribes in 2011 paid an informal fee in 2013. Similarly, 40 per cent of the
firms paying an informal fee in 2011 did not provide a bribe in 2013. Only 445 out of 1988
firms paid a bribe both in 2011 and 2013, marking a five percentage point increase in the
share of firms that pay bribes.
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Table 5.6: Temporal Changes in Paying Bribes

No bribe 2013 Yes bribe 2013 Total Per cent
No bribe 2011 800 446 1,246 (62.7)
(64.2) (35.8) (100.0)
Yes bribe 2011 297 445 742 (37.3)
(40.0) (60.0) (100.0)
Total 1,097 891 1988 (100.0)
Per cent (55.2) (44.8) (100.0)

Note: Percentage in parenthesis.

Figure 5.1 shows that 30 per cent of firms made informal payments to deal with tax
collectors in 2011. This number declined to 19 per cent in 2013. Around 29 per cent pay
informally to become connected to public services (up from 26 per cent in 2011).

Figure 5.1: What is the Bribe Payment Used For?
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Turning to the question of which manufacturing enterprises pay bribes, Table 5.7 lists
the results obtained from running a pooled probit using the usual determinants previously
described and both indictor variables for formal enterprise registration. Columns 1 and 2 use
the full dataset, whereas columns 3 and 4 report results for the balanced panel. Column 5
reports the fixed effects results (linear probability model). The results show that larger
enterprises have 11-12 per cent higher probability of paying bribes than their micro
counterparts. Then, being a registered enterprise is positively and significantly correlated
with paying bribes, confirming the results in Rand and Tarp (2012). Registered firms are
around 20 per cent more likely to be bribe payers than their informal counterparts. Fixed
effect estimates show somewhat smaller size of the effect, but with consistent direction of
the relationship between variables. Firms in the South have a slightly lower tendency to
bribe than firms with similar characteristics in the North (not reported in the table).
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Table 5.7: Bribe Determinants: The Usual Suspects

All All Balanced Balanced FE
1) (2) 3) “) (5)
Firm Size In (number of 0.115%%* 0.116%** 0.125%%%* 0.126%** 0.082%%**
employees)
(14.83) (14.21) (14.47) (13.94) (3.21)
Registration (Registered = 1) 0.200%*** 0.225%** 0.184*** 0.203*** 0.124
(11.59) (11.84) (9.57) (9.61) (1.60)
Location dummies No Yes No Yes
Sector dummies No Yes No Yes .
Observation 3,976
4,880 4,880 3,976 3,976 (1.988)
Pseudo R-squared 0.11 0.12 0.11 0.12

Note: Pooled probit + Fixed effects (LPM). ¢-statistics in parenthesis. Robust standard errors. *, ** and ***
indicate significance at a 10%, 5% and 1% level, respectively. Base: HCMC, Food processing (ISIC 15).

Finally, Table 5.8 looks at the association between bribes and chosen indicators of firm
dynamics: employment growth and firm exit. It is visible from the results that firms paying
bribes are not expanding their workforce more than non-paying firms. Also, bribe-paying
firms are around 3 per cent more likely to discontinue their operations.

Table 5.8: Informal Payments and Firm Dynamics

Employment growth Exit

Coef t-stat Coef t-stat Coef t-stat Coef t-stat
Firm size (log
number of -0.082%**  (-13.08) -0.090*** (-13.30) -0.012 (-1.54) -0.024*** (-2.87)
employees)
ﬁegslitle;ed 0.072%%*%  (4.43)  0.061*** (3.36) 0.044%* (2.37)  0.045%  (2.21)
Bribe paying %
firm (Yes=1) -0.004 (-0.34) -0.006 (-0.43) 0.028  (1.62) 0.031 (1.83)
Urban ke
(Yes=1) 0.017 (1.14) 0.069 (3.71)
South (Yes=1) 0.013 (0.97) -0.043**  (-2.57)
iector' No Yes No Yes

ummies

Observation 1,988 1,988 2,419 2,419
Pseudo 0.09 0.11 0.00 0.02
R-squared

Note: OLS and Probit. Robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1% level,
respectively. Base: Food processing (ISIC 15).
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6. INVESTMENT AND ACCESS TO FINANCE

Constraints in credit markets have often been singled out as one of the most serious
obstacles for future growth of SMEs in Vietnam. This section therefore considers the
investment behaviour of surveyed firms and both formal and informal aspects of access to
credit in Vietnam. In order to examine investment dynamics and credit constraint
development over time much of the analysis is performed using the balanced panel dataset
from years 2011 and 2013.

6.1. Investments

Table 6.1 shows the percentage of enterprises that made investments since the last
survey, depending on firm size, legal structure and location. In 2011, 56 per cent of the
2,416 enterprises made new investments, while the share of firms making new investment
equalled 47 per cent in 2013. The tendency to make new investments increases by enterprise
size. While around 50% of micro enterprises made investments in 2011, ten per cent fewer
of them did so in 2013. Non-household enterprises made more investments than their
household counterparts in both years. Lastly, firms located in rural and Northern provinces
invested more frequently than enterprises in urban and southern areas. While low interest
rates can motivate higher investment rates, low demand can countervail the positive effect of
affordable credit. This may explain the lower investment rates in 2013 compared to 2011.

Table 6.1: New Investments

2011 2013

Obs. Share Obs. Share
All 2,416 0.562 2,461 0.470
Micro 1,658 0.498 1,763 0.395
Small 613 0.674 566 0.629
Medium 145 0.821 132 0.788
Household firm 1,569 0.505 1,553 0.405
Non-household firm 847 0.666 908 0.582
Urban 1,035 0.529 1,062 0.373
Rural 1,381 0.587 1,399 0.544
South 1,014 0.454 1,059 0.410
North 1,402 0.640 1,402 0.516

Table 6.2 looks at the investment persistence among Vietnamese SMEs. Around 60
per cent of enterprises made new investments in both 2011 and 2013. The numerical
difference in the number of firms not investing and the firms that invested both in 2011 and
2013 is not large: while 587 firms have not invested in the past four years, 675 firms made
repeated investments. Around 30 per cent of the firms not investing in 2011 made
investments in 2013, marking a 10 per cent decline compared to the previous report (CIEM,
DoE, ILSSA and UNU-WIDER, 2012). This implies that the majority of SMEs are investing
over a five-year time horizon.
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Table 6.2: Investment Persistence (Investment Transition Matrix)

Investment Transition

No 2013 Yes 2013 Total Per cent
No 2011 587 251 838 (42.2)
(70.1) (29.9) (100.0)
Yes 2011 472 675 1,147 (57.8)
(41.2) (58.8) (100.0)
Total 1,059 926 1,985 (100.0)
Per cent (53.4) (46.6) (100.0)

Note: Three observations missing in 2011 due to misreporting.

Table 6.3 looks at the association between the probability to invest and the group of
traditional control variables. It is visible that larger firms have a higher probability of making
new investments than their smaller counterparts when the characteristics of legal structure,
location and sector are controlled for. The estimate is reduced to one-third of the size when the
unobserved firm characteristics are controlled for, but it remains statistically significant. The
table also shows that household firms are less likely to make new investments than other legal
forms of enterprises. Urban firms and firms located in southern provinces tend to have a
significantly lower probability of investing than comparable northern and rural firms. This
confirms the initial observation made in Table 6.1. Throughout the table, the time dummy is
negative and well-determined independent of sample (full or balanced) or estimator choice
(pooled probit or fixed effects linear probability model), confirming the general reduction in
the share of firms making new investments in 2013 as compared to 2011.

Table 6.3: Investment Characteristics

All Balanced FE
Coef t-stat Coef t-stat Coef t-stat

Firm size (log number 0.148%+x (15.11)  0.156***  (14.26)  0.050%*  (2.04)

of employees)

Household firm (Yes=1) -0.040%* (-1.85) -0.033 (-1.38)

Urban (Yes=1) -0.210%** (-12.02) -0.225%**  (-11.50)

South (Yes=1) -0.157%** (-9.99) -0.158***  (-9.01)

Year dummy -0.089%*** (-5.96) -0.112%*%*  (-6.77)  -0.105%**  (-7.74)
Sector dummies Yes Yes Yes
Observation 4,877 3,973 3,973
Pseudo R-squared 0.11 0.12 0.05

Note: Probit + Fixed Effects (Linear Probability Model). Robust standard errors. *, ** and *** indicate
significance at a 10%, 5% and 1% level, respectively. Base: Food processing (ISIC 15).

Figure 6.1 shows the main sources of finance for new investments. The average
amount of the investment financed by retained earnings decreased from 2011 to 2013. The
2011 survey data reveal that retained earnings were the main source of finance for 46 per
cent of new investments in the 2009-2011 period. In contrast, just around 34 per cent of new
investments were financed by own capital during the past two years. At the same time, the
share of investments financed using formal credit increased from 45 to 52 per cent. This
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could be a consequence of slightly lower interest rates in formal borrowing and a decrease of
accumulated firm resources after several years of economic crisis. Indeed, the data show a
decrease in the average monthly interest rate for formal loans from 1.7 per cent in 2011 to 1.2
per cent in 2013. Also, there was a slight decline in the real value of total assets from 1.7
billion VND in 2009 to 1.1 billion VND in 2012 (values are normalised using VND 1994
values as a base). The share of investments financed through informal sources (for example,
friends and family without interest payments) also increased from 8 per cent in 2011 to 14 per
cent in 2013. While the importance of informal financing for new investment was declining
between 2009 and 2011, the latest data suggest otherwise. Overall, informal financing does
not play a prominent part of the aggregate external financing requirements of SMEs.

Figure 6.1: How Was the Investment Financed?
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Table 6.4 considers the full 2013 sample of investors, giving a small increase in the
average share of investments financed by retained earnings as compared to the balanced
panel in Figure 6.1.

Table 6.4: Investment Financing, by Firm Size and Location

Retained Earnings Formal loans Informal loans
Per cent Per cent Per cent
All 34.5 51.8 13.7
Micro 38.8 44.5 16.7
Small 28.3 61.3 10.4
Medium 26.7 69.0 4.3
Household firm 41.0 43.5 15.5
Non-household firm 26.8 61.8 114
Urban 30.8 50.3 18.9
Rural 36.4 52.6 11.0
South 31.9 53.8 14.3
North 36.1 50.7 13.2

Note: Full 2013 sample. 1,156 firm observations. Formal financial loans are calculated as the residual.
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The disaggregated data show that micro firms are more likely to finance investments
using retained earnings or informal financing than larger enterprises, which much more than
other firm categories rely on formal loan sources. Household-owned firms show the same
pattern as micro firms, while non-household firms follow the practice of larger enterprises
with respect to loan sourcing. Firms located in rural areas and in the south tend to use formal
borrowing to finance investments.

Figure 6.2 shows where the investments were made using the value share of investment
in the overall investment portfolio of the enterprise. All numbers are for the balanced sample,
but the results do not change considerably when the whole sample period for both 2011 and
2013 is considered (not reported). The data show that the investments in land decreased by
one per cent between 2011 and 2013. In 2013, however, the share of investments in buildings,
equipment and machinery increased in value compared to 2011. New investments in
equipment and machinery rose from nine to 11 per cent, while new investments in buildings
rose from 26 per cent in 2011 to 28 per cent in 2013. The category “other” consists of
investment in research and development, human capital upgrading, patent, other enterprises
and ‘other categories’. Around 60 per cent of the firms made investments in this category,
however, only 1 per cent of the enterprises invested in research and development, human
capital upgrading, patent and other enterprises, leaving 59 per cent unexplained.

Figure 6.2: Investment Details 2011-13 (per cent)
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Figure 6.3 compares the investment purpose of enterprises in 2011 and 2013.
Primarily, investments were made in order to increase production capacity and we can
observe a small increase from 28 per cent in 2011 to 63 per cent in 2013. The second most
important investment purpose was to replace old equipment, also with a rising share in the
past two years. The third largest investment purpose was to increase productivity. More
investments were made in 2013 with the purpose of producing new output than in 2011,
while improvements in quality, safety and environmental requirements remain minor issues
to surveyed enterprises.
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Figure 6.3: Investment Purpose 2011-2003 (per cent)

H2011 ®2013

70

Add to capacity  Replace old Improve Improve quality Produce a new Safety Environmental Other
equipment productivity of output output requirements

The investment profile of Vietnamese SMEs cannot be fully understood without the
information about current market conditions, especially the credit market and the interest
rate level. Thus, we look at the borrowing behaviour of firms in the following section.

6.2. Credit

As reported in previous SME sector analyses (CIEM, DoE, ILSSA and UNU-WIDER,
2012; CIEM, DoE, ILSSA, 2010; Rand et al., 2008), the debt share of Vietnamese
enterprises is very low; the main reason possibly coming from liquidity constraints and
restrictions in the access to finance (Rand, 2007). However, the low debt to asset share of
Vietnamese SMEs is consistent with the result that a large part of investments are financed
through retained earnings. The number of enterprises that applied for formal bank loans or
other forms of credit during the last two years is shown in Table 6.5 for both the full and the
balanced sample. In 2013, some 26 per cent (29 per cent in 2011) applied for a formal loan,
and 24 per cent (28 per cent in 2011) had problems getting the loan. These results are
independent of whether we focus on the full or the balanced sample.

Table 6.5: Access to Credit

2013 — Full sample 2013 — Balanced sample
Yes No Yes No
Enterprise applied for formal loan (638) (1,823) (510) (1,478)
25.9 74.1 25.7 74.3
Yes No Yes No
Problems getting loan (152) (484) (119) (389)
23.9 76.1 23.4 76.6

Note: Full and balanced 2013 sample. Numbers in parenthesis are number of observations.
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Several enterprises that did not apply for formal credit may still be credit constrained.
Figure 6.4 reports why these enterprises did not apply for loans. While 15 per cent of
surveyed enterprises stated that the loan interest rate is too high, 10 per cent find the loan
application process too difficult and 17 per cent do not want to incur debt. Around 2 per cent
of enterprises were already heavily indebted or is not in possession of adequate loan
collateral. Finally, 50 per cent of the enterprises did not apply for formal loan because they
felt that they did not need one. These firms cannot be classified as credit constrained.
Therefore, out of the non-applicant group (1,823 firms) around one half may potentially be
classified as constrained. Classifying this group as credit constrained means that 906
enterprises have limited access to credit, corresponding to 37 per cent of the sample.
Adding rationed firms (the 152 firms having problems obtaining loans) means that 43 per
cent of firms are credit rationed or constrained. This number has increased slightly since
the survey in 2011, when the share of credit rationed or constrained enterprises amounted
to 39 per cent.

Figure 6.4: Why Enterprises Do Not Apply for Loans?
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Table 6.6 shows access to credit for different groups of enterprises. Compared to 2011,
the average credit access has declined by around 4 percentage points. Access to credit has
worsened for micro and small, but it has increased for medium enterprises. Household firms
have twice as low credit access as non-household firm categories combined and the rate of
decline in credit access is higher for household firms. Similar trend appears for the urban-
rural distinction of firms, where urban firms clearly have dominant position in accessing
credit. The gap in credit access between firms in the southern and the northern provinces has
started to narrow, but a dominance of firms in the north is still present.
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Table 6.6: Credit Access by Enterprise Category

2011 2013
Obs. % Obs. %

All 2,418 29.4 2,461 25.9
Micro 1,660 21.7 1,763 18.4
Small 613 42.6 566 40.5
Medium 145 62.1 132 63.6
Household firm 1,570 23.1 1,553 18.3
Non-household

firm 848 41.2 908 39.0
Urban 1,036 23.7 1,062 18.5
Rural 1,382 33.7 1,399 31.6
South 1,015 24.0 1,059 23.2
North 1,402 33.3 1,402 28.0

Next, we ask about the characteristics of enterprises that are credit constrained. Table
6.7 shows the share of credit-constrained enterprises in rural and urban provinces depending
on legal status. More credit constrained household enterprises are located in rural areas (65
per cent). With the exception of household enterprises, enterprises located in urban areas are
more likely to be credit constrained than their counterparts in rural areas. The gap between
household and non-household enterprises in terms of credit constraints is getting smaller in
2013, while in 2011 the non-household firms reported being more credit constrained in
previous years (CIEM, DoE, ILSSA, 2010).

Table 6.7: Which Type of Enterprises is Credit Constrained?

Credit constrained

Legal status Observations Rural Urban Total
Households (1,553) 65.1 34.9 41.7
Private/sole proprietorship (198) 35.7 64.3 42.4
Partnership/Collective/Cooperative (55) 23.1 76.9 47.3
Limited liability company (546) 28.0 72.0 45.8
Joint stock company (109) 22.0 78.0 45.9

Some of the explanations for not getting the loan are presented in Figure 6.5, showing
that the most serious obstacle in getting the loan were difficulties in obtaining the bank
clearance. This holds for 40% of the enterprises that experienced problems in loan access.
Around one third of enterprises were affected by the lack of available collateral for the loan.
The administrative and procedural difficulties were a major obstacle for around 25% of the
firms answering the question about loan problems. The question on the causes of problems
for getting the loan was answered by 196 enterprises in 2011 and 152 enterprises in 2013.
Analysed in terms of proportions, the structure of problems changed slightly between 2011
and 2013 in that the enterprises had less issues with government regulation and lack of
collateral in 2013, but more issues with obtaining the clearance from the bank and
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describing the potential of the enterprise in the loan application. This suggests that the key
area for improving the loan access is the design of loan application procedures. The attention
should especially be given to the ways of obtaining clearances from bank authorities and
collateral requirements.

Figure 6.5: Causes of Problems for Getting the Loan
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Table 6.8 looks at the relationship between obtaining formal credit and informal
financing. First, we see that only 26 per cent of firms obtain formal loans as compared to
informal ones. In other words, for every formal loan, there are around 2.5 informal loans
made to Vietnamese SMEs. Second, 475 firms out of 2,461 have both informal and formal
loans and around 70 per cent of the firms not having formal credit access use informal loans.
This is a five per cent increase in demand for informal loans compared to 2011. Comparing
this fact with the result in Table 6.4 (informal loans only finance around 14 per cent of total
investments) shows that informal loans are small but a frequent part of Vietnamese SMEs
financing scheme. Often-times undocumented advantage of informal borrowing is that it
usually occurs at zero interest rate within the closest social circles of firms. Our sample
shows that 56 per cent of all informal loans are advanced with zero interest rate. This is
more common among firms in rural than in urban areas, 32 compared to 21 per cent of
informal loans, respectively.

Table 6.8: Informal Loans and Credit Constraints

Formal loan

No Yes Total Per cent
g No 741 163 904 (36.7)
= (82.0) (18.0) (100.0)
E Yes 1,082 475 1,557 (63.3)
£ (69.5) (30.5) (100.0)
Total 1,823 638 2,461 (100.0)
Per cent (74.1) (25.9) (100.0)
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Table 6.9 looks at the determinants of formal and informal borrowing. In the top part
of the table we look at the full sample, while the bottom part excludes firms without credit
demand. The data show that larger firms are more likely to obtain both formal and informal
credit. The firm size remains an important determinant of obtaining credit finance when
firms without credit demand are excluded from the sample.

Table 6.9: Credit Access Characteristics

Panel (a) All firms
Formal Credit Informal Credit Credit (Formal +
Informal)
Coef z-stat Coef z-stat Coef z-stat

Firmsize (lognumber ) youi  (10.67)  0.088%%*  (7.05)  0.115%**  (9.32)

of employees)

Houschold firm 0.069%%%  (2.68)  -0.064%*  (2.32)  -0.067¥*  (2.61)
(Yes=1)

Urban (Yes=1) -0.250%** (-12.78) -0.011 (-0.47) -0.098%%** (-4.46)
South (Yes=1) -0.029 (-1.55) -0.131%** (-6.28) -0.117%** (-5.93)
Sector dummies Yes Yes Yes
Observation 2,461 2,461 2,461

Pseudo R-squared 0.18 0.06 0.08

Panel (b) Excluding Firms without Credit Demand

Credit (Formal +
Informal)

Coef z-stat Coef z-stat Coef z-stat

Formal Credit Informal Credit

Firmsize (lognumber 4 owin (9.82)  0.066**  (472)  0.079%** (678

of employees)

Houschold firm L0.093%*  (2.55)  -0.074%*  (2.36)  -0.077**  (3.11)
(Yes=1)

Urban (Yes=1) -0.320%** (-10.95) 0.056** (2.16) -0.054** (-2.51)
South (Yes=1) -0.055%* (-1.99) -0.092%%** (-3.86) -0.064%** (-3.49)
Sector dummies Yes Yes Yes
Observation 1,544 1,544 1,544
Pseudo R-squared 0.14 0.06 0.11

Note: Probit, marginal effects. Robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1%
level, respectively. Base: Food processing (ISIC 15); furniture sector (ISIC 36) excluded from the estimation due to
collinearity.

At the same time, household firms are, depending on the specification, 7 to 9 per cent
less likely to obtain any form of credit. This indicates that formal enterprises have high
demand not only for formal, but also for the informal sources of financing. Firms in urban
areas are less likely to access formal credit in both specifications, but they tend to do better
when obtaining informal credit, as shown in the lower section of the table when firms
without credit demand are excluded. However, the joint measure for credit access for these
firms is negative. Urban firms are between 25 and 32 per cent less likely to obtain formal
credit than their rural counterparts, depending on the sample chosen. The access to informal
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loans depends on the size of firm’s social ties since the informal loans are usually obtained
from friends and relatives. This is why a larger reliance on informal borrowing is expected
among urban firms that potentially have a larger social network. Indeed, urban firms use
informal loans 1.3 times more frequently than formal loans, while rural firms are eight per
cent more likely to use formal loans. Firms in the south also have lower chances of obtaining
credit from all sources. Variable south is not well determined in the specification for formal
credit access, but it becomes strongly determined when the firms who do not need credit are
excluded. Southern firms are 5 per cent less common to have formal credit than the northern
firms. This illustrates a difficulty for some businesses because household-owned firms in the
south tend to rely more on formal loans to finance investments than comparable firms in
other provinces, as shown in Table 6.4.
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7. PRODUCTION, TECHNOLOGY AND LABOUR PRODUCTIVITY

This section examines the characteristics of production and technology as well as
labour productivity for SME’s in 2013 and compare the results to 2011. As such this chapter
is comparable to earlier reports (CIEM, DoE, ILSSA and UNU-WIDER, 2012; CIEM, DoE,
ILSSA, 2010).

7.1. Diversification and Innovation

For the purpose of this report, a firm is defined as a diversifying enterprise if it
produces more than one 4-digit ISIC product. Product diversification is expected to make
enterprises less vulnerable to shocks, thereby increasing the probability of survival. It may,
however, come at the cost of lower short-run productivity. Table 7.1 shows the average
degree of diversification by firm size and location. In 2011, some 1lper cent of the
enterprises produced more than one product defined per 4-digit ISIC category. This number
remained the same by 2013. The earlier analyses of the Vietnamese SMEs reveal the peak of
product diversification in 2009 when 15 per cent of surveyed firms produced more than one
product (CIEM, DoE, ILSSA and UNU-WIDER, 2012; CIEM, DoE, ILSSA, 2010). Thus,
the latest survey round confirms the downward sloping trend detected in 2011. Overall, the
numbers in Table 7.1 suggest that the average Vietnamese enterprise is relatively
specialised. The tendency to produce more than one product is more commonly observed
among larger enterprises, indicating that specialisation decreases as enterprise size increases.
Lower levels of diversification in micro enterprises could indicate less competition in their
line of activity or alack of capacity to produce several goods simultaneously. Confirming the
pattern observed in 2011, the latest survey data show that rural enterprises and firms in the
north are more likely to diversify their product portfolio.

Table 7.1: Diversification and Innovation Rates (per cent)

Diversification . Innovation 2
(More than one 4-digit Innovation 1 (Improvement of existing
ISIC) (New product development) product)
2011 2013 2011 2013 2011 2013
All 11.0 10.9 4.0 0.6 38.4 16.3
Micro 10.1 8.8 34 0.4 32.9 12.7
Small 11.1 16.1 4.6 1.2 48.8 24.2
Medium 20.7 16.7 8.9 0.8 57.9 30.3
Urban 9.3 9.6 5.2 0.6 46.9 18.5
Rural 12.3 11.9 3.1 0.6 32.1 14.6
South 8.2 9.6 33 0.4 43.1 15.3
North 13.0 11.9 4.5 0.8 35.1 17.0

Note: Numbers in percentages

The level of innovation is one of the driving forces of enterprise dynamics. An
enterprise is said to be innovative if it started production of a new product (at the 4-digit
ISIC level) during the last two years (innovation 1) or if it made significant improvements
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of existing products (innovation 2). From Table 7.1 we see that the proportion of
enterprises introducing a new product drastically declined between 2011 and 2013. Larger
firms remain more likely to introduce new products, as well as the firms in the North. In
2013, firms from urban and rural areas have shown the same, albeit low, tendency to
innovate. This is contrast to situation in 2011 when urban firms were more innovative than
enterprises from the rural provinces.

The proportion of enterprises improving existing products has declined from 41per
cent to 38 per cent between 2009 and 2011. Especially firms in the “small” group are driving
this observed decline. Again urban and enterprises in the south are more likely to improve
existing products than enterprises located in rural northern areas. This observation may point
to a large burden of accumulated goods: Instead of introducing new products or technology,
firms are focused on selling the stock.

Table 7.2 looks at diversification and innovation rates in selected sectors. Just like in
2011, firms in food industry appear to be less likely to diversify their product portfolio than
firms in other sectors. These firms also do not tend to innovate as much as other sectors.
Firms that process wood (ISIC 20) and metal products (ISIC 28) show higher degree of
diversification than firms in other sectors. Metal (ISIC 28) and furniture (ISIC 36) sectors
show a slightly higher degree of new product development than other sectors. Production of
furniture (ISIC 36) is also the sector in which the most of the improvements of the existing
products take place.

Table 7.2: Diversification and Innovation, by Sector (per cent)

Diversification Innovation Innovation
(new product (improvement of
development)  existing product)

ISIC (4-digit) 2011 2013 2011 2013 2011 2013

15 Food and beverages 6.2 5.2 2.3 0.0 26.8 6.9

20 Wood products 14.3 14.9 2.5 0.5 31.5 22.4

25 Rubber products 12.7 12.9 2.9 0.0 51.0 24.8
Fabricated metal

28 products 12.9 14.8 4.5 1.1 46.1 18.2

36 Furniture 16.4 8.5 7.9 1.2 58.2 28.1

Note: Only sectors with more than 100 observations per year included. Numbers in percentages.

Table 7.3 looks at the diversification and innovation transition matrices for the
balanced panel. Panel (a) shows the data on product diversification. There, we see that only
7.3 per cent of the firms not diversifying in 2011 changed to a less specialised production
profile in 2013. Confirming the tendency for specialisation, 63.3 per cent of the firms that
were diversifying their production in 2011 specialised to single 4-digit ISIC product in 2013.
Panel (b) shows a brief analysis of firms’ tendencies to innovate over the observed two-year
period. We see that new product innovation by the same firm does not happen every second
year. Especially, none of the firms introduced a new product in both 2011 and 2013. A large
share of firms, 86 per cent, has not introduced any new products during the considered
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period. Panel (c) presents the affinity of firms towards the improvement of existing products
and this is the area where a lot of dynamic is observed. Some 13.5 per cent of firms report to
have innovated by modified their existing products. Unlike with the first type of innovation,
where new products do not get introduced frequently, we see that 22 per cent of the firms
who innovated in 2011 also made changes to product lines during 2013. A vast majority of
firms (1,047 out of 1,988), however, have not improved their existing products neither in
2011 nor in 2013, supporting the argument of specialisation.

Table 7.3: Diversification and Innovation Transition Matrices

Diversification
No 2013 Yes 2013 Total Per cent
No 2011 1,638 128 1,766 (88.9)
(92.8) (7.2) (100.0)
Yes 2011 140 81 221 (11.1)
(63.3) (36.7) (100.0)
Total 1,778 209 1,987 (100.0)
Per cent (89.5) (10.5) (100.0)

Innovation 1

No 2013 Yes 2013 Total Per cent
No 2011 1,895 13 1,908 (96.0)
(99.3) (0.7) (100.0)
Yes 2011 80 0.0 80 (4.0)
(100.0) (0.0) (100.0)
Total 1,975 13 1,988 (100.0)
Per cent (99.3) (0.7) (100.0)

Innovation 2

No 2013 Yes 2013 Total Per cent
No 2011 1,047 164 1,211 (60.9)
(86.5) (13.5) (100.0)
Yes 2011 604 173 777 (39.1)
(77.7) (22.3) (100.0)
Total 1,651 337 1,988 (100.0)
Per cent (62.7) (37.3) (100.0)

Results of pooled probit estimations for describing diversification and innovation
characteristics using firm size, location, ownership type and sector are reported with robust
t-statistics in Table 7.4. Overall, the 2013 survey data show similar picture of the
Vietnamese SME sector in terms on diversification and innovation as in 2011.
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First, the size-effect reported in Table 7.1 is confirmed, and larger enterprises are
shown to diversify and innovate, whereas the positive predisposition to innovate is only
well-determined in the case of coefficient estimate for innovation 2. Second, household
firms are less likely to diversify, but they do not show statistically lower likelihood to
innovate than other firm categories. Third, urban firms diversify less but are more likely to
improve existing products than their rural counterparts. Fourth, firms in the south tend to
diversify and innovate less than the firms in the north, although the coefficient estimate is
only significant in case of the innovation 1. One possible explanation for the observed
difference in specialisation depending on firm location may be that competition is fiercer in
the southern urban areas (HCMC) relative to the other provinces in the sample. This result
confirms the findings in previous reports (CIEM, DoE, ILSSA and UNU-WIDER, 2012;
CIEM, DoE, ILSSA, 2010). Finally, the time dummies included confirm that firms are
innovating less frequently in 2013 than in 2011, whereas the statistically insignificant year
dummy in case of diversification signals no changes between 201land 2013 in the
probability of diversifying product lines (after firm size, legal structure, location and sector
are controlled for).

Table 7.4: Diversification and Innovation Characteristics

Diversification Innovation 1 Innovation 2

Coef z-stat Coef z-stat Coef z-stat
Firmsize (log number 4 o juws (5 67 0.002 0.78)  0.072%**  (8.36)
of employees)
Household firm (Yes=1)  -0.060*** (-4.01) -0.005 (-1.05) -0.007 (-0.35)
Urban (Yes=1) -0.054%** (-5.13) 0.003 (0.61) 0.044** (2.54)
South (Yes=1) -0.026%** (-2.66) -0.006* (-1.77) 0.011 (0.75)
Year dummy -0.004 (-0.47)  -0.030%** (-6.67)  -0.224***  (-16.02)
Sector dummies Yes Yes Yes
Observation 3,961 3,896 3,961
Pseudo R-squared 0.06 0.11 0.12

Note: Probit, marginal effects. Robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1%
level, respectively. Base: Food processing (ISIC 15).

Table 7.5 looks at the relationship between diversification, innovation and firm
dynamics measured by employment growth in Panel (a) and firm exit in Panel (b). Panel (a)
reveals that none of the three variables that measure diversification and innovation are
positive and well determined in the employment growth equation. The surveyed firms
experienced no gain in employment growth due to diversification and innovation in the
period 2011to 2013. This is a negative development compared to 2011 when firms’
tendencies to innovate resulted in 3 per cent employment growth (CIEM, DoE, ILSSA and
UNU-WIDER, 2012). However, Panel (b) shows that firms improving existing products
(Innovation 2) were 2.9 per cent less likely to stop operating. Just as in the Panel (a), the
diversification and Innovation 1 indicators were not well-determined in any of the firm
dynamics specifications.
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Table 7.5: Diversification, Innovation and Firm Dynamics

Employment growth (OLS)

Coef t-stat Coef t-stat Coef t-stat
Diversification 0.021 (1.03)
Innovation 1 0.047 (1.59)
Innovation 2 0.009 (0.65)
Firmsize (lognumber o jjgu (1541)  0.1170%%  (1547)  -0.q17eex (13:60)
of employees)
Household firm (Yes=1) -0.142%*** (-8.00) -0.143%** (-8.06) -0.143%** (-8.05)
Urban (Yes=1) 0.017 (1.16) 0.015 (1.04) 0.015 (1.02)
South (Yes=1) 0.033** (2.56) 0.033** (2.56) 0.031** (2.46)
Sector dummies Yes Yes Yes
Observation 1,987 1,988 1,988
R-squared 0.13 0.13 0.13

Exit (Probit)

Coef z-stat Coef z-stat Coef z-stat
Diversification -0.011 (-0.44)
Innovation 1 -0.014 (-0.36)
Innovation 2 -0.029%* (-1.75)
Firmsize (lognumber 33000 (353)  .0.032¢  (351)  -0.031%*  (:3.30)
of employees)
Household firm (Yes=1) -0.077%** (-3.22) -0.076***  (-3.19)  -0.077*** (-3.24)
Urban (Yes=1) 0.071*** (3.85) 0.072%** (3.90) 0.074%** (3.97)
South (Yes=1) -0.027* (-1.67) -0.027* (-1.66) -0.026 (-1.57)
Sector dummies Yes Yes Yes
Observation 2,418 2,419 2,419
Pseudo R-squared 0.02 0.02 0.02

Note: OLS and Probit estimates, marginal effects. Robust standard errors. *, ** and *** indicate significance at a
10%, 5% and 1% level, respectively. Base: Food processing (ISIC 15).

Figure 7.1 reports the most important problems firms face when introducing a new
product line. The lack of capital is by far perceived as the most important problem for the
surveyed SMEs: around half of firms name the lack of capital as the main obstacle for
introducing new products. The figure also shows that rural enterprises are more constrained
in terms of capital than their urban counterparts. Around one quarter of firms is experiencing
problems with identifying new market outlets for products. Problems with finding suitable
machinery and production premises are identified by 10 per cent of firms as major
challenges for introducing new products. Rural enterprises are more prone to experiencing
problems with securing suitable production premises, machinery and equipment, while their
urban counterparts face more challenges when finding skilled labour. This finding is perhaps
illustrative of a slight skills disadvantage in urban areas or the tendency for less
technological advanced operations in rural areas.
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Figure 7.1: The Most Important Problem of Introducing a New Product (per cent)
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7.2. Labour Productivity Characteristics

This sub-section of the report focuses on two different measures of labour productivity:
(1) real revenue per full-time employee and (ii) real value added per full-time employee. This
analysis is performed on 1,862 enterprises included in both 2011 and 2013 survey round.
Table 7.6 shows the two labour productivity measures by firm size and location. The average
real revenue per full-time employee was 61.5 million VND in 2013, whereas real value added
per full-time employee was 16.5 million VND. Both figures reflect a real labour productivity
decline compared to 2011, but they are almost identical to situation in 2009 (see, for example
CIEM, DoE, ILSSA and UNU-WIDER, 2012; CIEM, DoE, ILSSA, 2010). At the same time,
larger enterprises have higher real revenue and value added per employee than smaller
enterprises. Urban enterprises have comparatively higher revenue and value added per
employee than rural enterprises. The same is observed for enterprises in the south. However,
labour productivity figures are lower than in 2011 for firms in all locations.

Table 7.6: Labour Productivity by Firm Size and Location

Labour Productivity 1 Labour Productivity 2
2011 2013 Growth 2011 2013 Growth
All 77.3 61.5 0.95[0.87] 20.7 16.5 0.96 [0.89]
Micro 65.8 54.3 0.96 18.0 14.1 0.96
Small 92.2 75.8 0.95 25.4 21.7 0.94
Medium 151.3 99.6 0.96 334 27.0 0.98
Urban 93.4 70.4 0.92 26.2 20.1 0.93
Rural 66.2 55.4 0.98 16.9 14.0 0.97
South 82.9 65.5 0.96 23.1 18.6 0.97
North 73.2 58.6 0.95 19.0 15.0 0.95

Note: Million real VND. Mean labour productivity (LP) growth is defined as LP,y;3/LP2g;;. Median LP growth in brackets.

-173-



CHARACTERISTICS OF THE VIETNAMESE BUSINESS ENVIRONMENT

Table 7.7 shows labour productivity numbers by sector in 2011 and 2013. The analysis
is limited to sectors with more than 100 observations in both years. Compared to 2011, we
see a decline in the average real revenue per full-time employee in all sectors except
processing of wood products (ISIC 20) with 71.9 million VND per employee in 2013. In
terms of the second labour productivity measure, the real value added per full-time
employee, all sectors are showing lower values than in 2011. Among the studied sectors,
production of fabricated metal products (ISIC 28) has the highest real value added per
employee. It is also visible from Table 7.7 that labour productivity in furniture sector (ISIC
36) decreased the least per second measure. The average labour productivity growth rates
are below one in all sectors, showing a one to six per cent decline. This corroborates the
overall impression about losses in labour productivity among Vietnamese SMEs in the
2011-2013 period. In addition, the variation across firms is large. This is indicated by the
fact that around 75 per cent of the firms experienced negative labour productivity growth
between 2011 and 2013.

Table 7.7: Labour Productivity by Sector

LP 1 LP2 LP 1 LP2
ISIC (4-digit) 2011 2013 2011 2013 Growth  Growth
15 Food and beverages 71.5 55.0 17.6 14.4 0.94 0.96
20 Wood products 66.4 71.9 17.7 15.2 0.99 0.96
28 Fabricated metal products  72.7 58.5 19.5 16.9 0.95 0.96
36 Furniture 68.4 49.6 21.5 15.8 0.95 0.95
Share of firms with negative LP growth
(LP growth<1) 0.75 0.77

Note: LP stands for labour productivity. Only sectors with more than 100 observations per year included.

Finally, Table 7.8 shows the results of the OLS estimation outlining the relationship
between labour productivity growth (2011 to 2013) and a set of standard explanatory
variables (location, ownership form, sector and firm size) measured at 2011 level to which
we have added indicator variables for diversification and innovation. In addition, we control
for the 2011labour productivity level. Robust standard errors are reported next to the
estimation results.

We observe the usual decreasing pattern of returns, i.e. a highly significant negative
coefficient estimate on the 2011 productivity level, indicating that firms with a high initial
labour productivity experience lower growth over time. This is in line with findings about
the Vietnamese SMEs in 2011 (CIEM, DoE, ILSSA and UNU-WIDER, 2012). The results
presented in Table 7.8 also show that labour productivity increases with firm size,
independent of the measurement of labour productivity, confirming the pattern observed in
Table 7.6. Diversified production is positively associated with the second measure of labour
productivity growth, meaning that enterprises are likely to increase value added per
employee by incorporating changes to existing product lines. Conversely, household firms
are not the main beneficiaries of growth in value-added labour productivity. Lastly,
enterprises located in urban areas and in the south experience higher labour productive
growth than enterprises located in rural provinces and in the North.
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Table 7.8: Labour Productivity Characteristics

Labour Productivity Growth (2011 to 2013)

Din (LP1) Din (LP2)

Coef t-stat Coef t-stat
Labour productivity level (log) -0.477*** (-20.16) -0.577*** (-24.11)
Firm size (log number of employees) 0.124%** (5.82) 0.128%** (7.27)
Diversification (Yes=1) 0.064 (1.24) 0.089** (2.02)
Innovation 1 (Yes=1) 0.015 (0.19) -0.018 (-0.27)
Innovation 2 (Yes=1) 0.021 (0.65) -0.020 (-0.69)
Household firm (Yes=1) -0.066 (-1.35) -0.070%* (-1.79)
Urban (Yes=1) -0.054 (-1.47) 0.075** (2.30)
South (Yes=1) 0.052* (1.65) 0.076*** (2.73)
Sector dummies Yes Yes
Observation 1,861 1,861
Pseudo R-squared 0.27 0.33

Note: OLS. Robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1% level,
respectively. Base: Food processing (ISIC 15).

7.3. Technology and Technical Efficiency

Table 7.9 shows some characteristics of the technology employed by the surveyed
firms in terms of the level, the age and the purchase condition of technology. The table
shows that 5 per cent of enterprises use only hand tools in their production. This is an
important change compared to 2007 when 8 per cent of enterprises used only hand tools
(CIEM, DoE, ILSSA, 2010). The number of enterprises using only manually operated
machinery declined from 5 per cent in 2011 to 2.2 per cent in 2013, while the reliance on
power driven machinery has increased from 27 per cent to 29 per cent in the same period.

Equipment and machinery used in production are fairly new — some 84 per cent being
in use less than 10 years. The figure is almost the same for both 2011 and 2013 and when
the balanced panel structure is imposed. Similarly, the share of firms using machinery and
equipment older than 10 years has stayed almost the same in the past two years. Finally,
around 74 per cent of technology was purchased new in 2013, and the number is unchanged
in the 2011 sample. A small increase in the purchase of second hand technology is reported
and a 1.3 percentage points increase in the use of self-constructed technology. Theory
suggests that enterprises buying used capital goods are often the most credit constrained
ones. The data reported in Table 7.9 may therefore suggest that the number of credit-
constrained enterprises has increased in the considered period.’ This effect persists when the
balanced panel is considered, suggesting that the new group of enterprises sampled in 2013
employ a similar share of used equipment and machinery in production.

> This observation is in accordance with the findings in Chapter 6.
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Table 7.9 Technology Characteristics (per cent)

2011 2013

Level of technology  Hand tools only 53 5.0
Manually operated machinery only 5.0 2.2

Power driven machinery only 26.8 29.0

All of the above 62.9 63.8

Age of technology Under 3 years old 17.4 15.2
Between 3 and 5 years old 32.0 33.5

Between 6 and 10 years old 34.7 35.8

Between 11 and 20 years old 13.7 13.1

More than 20 years old 2.3 2.3

New or second hand New 73.7 73.8
Used 22.2 23.3

Self-constructed 4.1 2.8

Figure 7.2 shows the proportion of enterprises that obtained a new technology by location
and size. The share of enterprises adopting new technologies decreased by 6.6 percentage
points, from 13 per cent in 2013 to 6.4 per cent in 2011. This is the lowest rate of new
technology adoption since 2005 and it is close to the level observed in 2007 (CIEM, DoE,
ILSSA, 2010; Rand et al., 2008). When the balanced panel is considered, the share of
enterprises obtaining new technologies remains only slightly changed, showing a decrease of
7.2 percentage points. The decrease in new technology introduced in the production process
may be caused by the observed decline in innovation rates because new innovations often lead
to adoption of new technologies. The observed decline may also reflect a higher level of
uncertainty in doing business as a result of the financial crisis limiting the demand of enterprises
for new technology. The decrease in the new technology adoption can be attributed to urban,
small and medium enterprises that saw the greatest decline in the adoption rates. Comparing the
categories between themselves we see that rural and urban enterprises had similar tendency to
adopt new technologies in the past two years. As with diversification, a size-effect appears to
exist: Larger enterprises are more inclined to use new technologies in production.

Figure 7.2: New Technology
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We now compare the performance of technology upgraders with enterprises that chose
to continue to produce with existing technology. Table 7.10 shows the result of a simple
OLS and probit estimations illustrating the association between firm growth and exit, and
the indicator variables for the introduction of new technology, employment growth and firm
survival. The indicator variable for introduction of new technology is significant in both the
employment growth and firm survival regressions, but different effects are reported. The
positive coefficient estimate suggests that introducing a new technology is positively
associated with firm growth, while the chance of firms exiting decreases when new
production technologies are introduced. The positive relationship between new technology
and firm growth indicates that new technologies may not necessarily be less labour intensive
compared to older ones. Furthermore, the estimation results indicate that larger enterprises
grow less rapidly®and that the probability of survival increases with enterprise size (firms are
less likely to exit if they are larger). These conclusions are made independently of the
question of causality, which is left for future research.

Table 7.9: Effects of Introducing a New Technology

Employment growth Exit (probit)

Coefficient t-stats Marginal effects t-stats
New technology introduced (Yes = 1) 0.045%** (2.60) -0.039%* (-1.80)
Firm size (log number of employees) -0.119%** (-15.66) -0.030%** (-3.22)
Household firm (Yes=1) -0.140%** (-7.92) -0.078%** (-3.27)
Urban (Yes=1) 0.016 (1.09) 0.072%** (3.89)
South (Yes=1) 0.030** (2.36) -0.026 (-1.59)
Sector dummies Yes Yes
Observations 1,988 2,419
Pseudo R-squared 0.134 0.023

Note: OLS and Probit, marginal effects. Robust standard errors. *, ** and *** indicate significance at a 10%, 5%
and 1% per cent level, respectively. Base: HCMC, household firm, food processing (ISIC 15).

Technical efficiency (TE) indicates enterprises’ ability to produce the highest level of
output from a given bundle of inputs. Here, technical efficiency is estimated using a
stochastic frontier production model with two different sets of output and input measures.
For the purpose of this report, technical efficiency is measured in two ways. The first
technical efficiency measure uses real value added as the output measure and total regular
full-time employment and the real value of physical capital as inputs. The second measure of
technical efficiency employs real total revenue as the output measure and total regular full-
time employment, real value of physical capital and total value of intermediate goods as
inputs. The estimate of technical efficiency is obtained using the balanced sample. An
enterprise operating at the highest possible level of efficiency is expected to have technical
efficiency index of one.

5This supports the evolutionary theory put forward by Jovanovic (1982).
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Figure 7.3 shows average technical efficiency using two afore mentioned measures.
The average technical efficiency is 0.40 when estimated using the first measure and 0.41
when estimated using the second measure. Only slightly higher level of technical efficiency
was observed in 2009 (CIEM, DoE, ILSSA, 2010). The estimated technical efficiency level
among the Vietnamese SME:s is not in line with the efficiency range suggested by Tybout
(2000). He finds little support for the view that the market in developing countries is
relatively tolerant of inefficient enterprises and reports mean technical efficiency levels
around 60 and 70 per cent of the best practice frontier. The lower average efficiency for the
surveyed SMEs may suggest that markets in Vietnam are more tolerant towards inefficient
enterprises than previously expected. Two possible explanation for this observation are (i)
the majority of the surveyed enterprises may be operating in market niches that are
unattractive to more advanced enterprises, allowing the enterprises to stay within their line
of activity although not technical efficient, and (ii) rapid growth of enterprises may induce
them to continuously change technologies of production, which may not allow them to fully
benefit from learning-by-doing in order to produce more efficiently.

Figure 7.3: Average Technical Efficiency (TE)

TE measure 1 B TE measure 2
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In addition, Figure 7.3 shows that medium sized enterprises are more efficient than
smaller firms. It also shows that new entrants are less technical efficient than incumbent
firms in terms of both measures. This is in line with expectations because new entrants are
expected to be less technically efficient when they enter the market and over time as
learning-by-doing takes place, their efficiency should increase. Rural enterprises are on
average found to produce around 2 percentage points higher level of output given the level
of labour and physical capital.

Enterprises face different prices of inputs, and therefore select different combinations
of inputs, depending on the environment in which they operate. For instance, small
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enterprises may face lower input prices with respect to labour, while larger enterprises may
face lower intermediate input prices due to scale advantages. This may affect the demand for
different inputs. The second measure takes this into consideration by including the value of
intermediate inputs in the measure for average technical efficiency. Figure 7.3 reports the
estimation result of the stochastic frontier production model using the second measure of
technical efficiency. The extension of the measure does not bring widely different findings.
For all categories of enterprises, the level of technical efficiency estimated through the
second measure is almost the same except for the level of technical efficiency of new
entrants that by this measure have 10 percentage points higher efficiency level.

The distribution of the Kernel density estimates of the enterprises’ technical efficiency
is not reported here, but they carry useful information. The distribution of the Kernel density
for TE measure 1 is right-skewed with several turning points on the right tail, indicating that
a substantial number of enterprises in the sample have a higher technical efficiency than the
sample average. Similarly, the distribution of the Kernel density estimates for measure 2 is
skewed towards right as well, also with turning points and increasing towards one. This
indicates that few enterprises, when correcting for the value of intermediate inputs, have
above average technical efficiency.

Table 7.11 presents the OLS estimates of two technical efficiency regressions using
both measures for technical efficiency and the usual determinants (firm age, size, location
and ownership). We start by considering the estimation results using measure 1, where real
value added measures output and real physical capital and full-time employment measure
inputs. Just as the descriptive evidence suggested, new entrants are found to be less efficient
than incumbent enterprises. Small enterprises are found to be less efficient than micro firms.
Taking a closer look at location, evidence suggests that only enterprises operating in Phu
Tho and Nghe An are significantly more efficient than those in HCMC. Firms from Ha Noi,
Quang Nam and Khanh Hoa are less technically efficient. Evidence further suggests that,
with exception of partnership/collective/cooperative enterprises, household enterprises
produce a relatively lower amount of output given the input of labour and physical capital.

We now take a closer look at the estimation result obtained using measure 2, where
real total revenue is used as the output measure and the value of real physical capital, full-
time employment and intermediate goods are used to measure inputs. In this specification,
new entrants are found to be less technical efficient than incumbent firms. Medium sized
enterprises are found to be more efficient than micro enterprises, whereas small enterprises
appear to be as efficient as micro enterprises when correcting for age, location and ownership
type. According to Jovanovic (1993), it is more efficient to make two products rather than one
at a large scale, suggesting that the missing diversification by micro sized enterprises found
previously may explain the lower level of technical efficiency. Considering location, the same
result is obtained as with the measure 1. The estimation results on ownership type are some
what changed: households are more technically efficient than other ownership types with
exception of partnership/collective/cooperative and joint stock companies.
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Table 7.11: Determinants of Technical Efficiency

Measure 1 Measure 2

Coefficient t-stats Coefficient  t-stats

Firm age New entrant -0.171***  (-10.79)  -0.100***  (-13.18)
Firm size Small -0.034%** (-2.20) -0.014 (-1.54)
Medium 0.026 (0.70) 0.037* (1.68)
Location Ha Noi -0.057*** (-3.21)  -0.034***  (-3.26)
Phu Tho 0.055** (2.37) 0.032%** (2.31)
Ha Tay -0.018 (-0.95) -0.010 (-0.82)
Hai Phong -0.025 (-1.12) -0.011 (-0.86)
Nghe An 0.067*** (3.07) 0.045%** (3.55)
Quang Nam -0.050%** (-2.49) -0.021* (-1.65)
Khanh Hoa -0.087***  (-3.37)  -0.045%**  (-2.80)
Lam Dong -0.030 (-1.01) -0.024 (-1.36)
Long An 0.019 (0.64) 0.014 (0.84)
Ownership Private/sole proprietorship 0.065%** (2.82) 0.023* (1.75)
Partnership/Collective/Cooperative 0.059 (1.45) 0.038 (1.62)
Limited liability company 0.084*** (4.86) 0.034%** (3.40)
Joint stock company 0.064* (1.85) 0.028 (1.39)
Sector dummies included Yes Yes
Observation 1,988 1,988
R-squared 0.068 0.068

Note: OLS with robust standard errors. *, ** and *** indicate significance at a 10%, 5% and 1% per cent level,
respectively. Base: incumbent, micro, HCMC, household firm, food processing (ISIC 15). Measure 1: Real value
added, real physical capital and full-time employment. Measure 2: Real revenue, real physical capital,
intermediate inputs and full-time employment.

7.4. Details on Production Inputs and Business Services

This sub-section focuses on capacity utilization and the key inputs enterprises use in
manufacturing production processes. Capacity utilization is a measure of current production
levels compared to the maximum possible production level using only existing equipment.
Enterprises were asked about their ability to increase production without the need to
purchase new machinery or equipment.

Table 7.12 shows the result by enterprise size, age and location. Only one per cent of
firms stated that they would not be able to increase their production capacity at all. This is a
huge decline compared to 16 per cent registered in 2009 (CIEM, DoE, ILSSA, 2010).
However, one-third believes that they would not be able to increase production capacity by
more than 10 per cent. Slightly higher proportion of firms (37 per cent) expects to be able to
increase productive capacity by 25 per cent and about 20 per cent of firms maintain to be
able to increase capacity by 50 per cent. Less than one per cent of enterprises believe that
they can double the capacity. This indicates that capacity utilization rates are, on average,
relatively high. New firms count on increasing their capacity by 50 per cent on average,
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while the responses of incumbent firms resemble those of the sample average. Looking at
firm size, smaller enterprises are less confident about increasing production by more than 25
per cent, suggesting that smaller enterprises are closer to full capacity utilization. Urban
enterprises run closer to their full capacity than rural firms, with around 40 per cent of urban
enterprises stating that they would not be able to increase their productive capacity by more
than 10 per cent. Slightly lower proportion of rural enterprises aims at increasing their
capacity by 25 per cent.

Table 7.12: Capacity Utilisation in 2013 (per cent)

Nomore Between 10 Between 25 Between 50 By more

Notatall 4.0 10%  and25%  and50%  and 100% than 100%
Total All 1.0 33.8 36.6 20.8 7.5 0.5
Age New entrant 0.0 20.8 58.3 20.8 0.0 0.0
Incumbent 1.0 33.9 36.4 20.8 7.5 0.5
Size Micro 1.2 34.1 35.5 21.2 7.4 0.6
Small 0.7 34.8 36.6 19.6 8.1 0.2
Medium 0.0 24.4 50.4 19.9 53 0.0
Location Urban 0.3 40.9 35.5 16.8 6.5 0.0
Rural 1.5 28.1 37.5 23.9 8.2 0.8

Note: Question asked: By how much would you be able to increase your production from the present level using
existing equipment/machinery only?

Inventory considerations such as access to raw materials and energy and transport
facilities shape the everyday business decisions of enterprises. The average distance to the
main supplier was 45 kilometres in 2011, but it increased to 63 kilometres in 2013.
Therefore, it is interesting to look at the details of the location of suppliers of raw materials
and we do that in Figure 7.4. Some 82 per cent of intermediate inputs in 2013 were sourced
from a supplier located within the same province as the recipient enterprise, whereas in 2011
this number was 83 per cent. The slight decrease may reflect a rise in information about
opportunities across provinces for obtaining relevant inputs. At the same time, there was an
increase in sourcing inputs from neighbouring provinces compared to 2011, while
intermediate inputs from other non-neighbouring provinces make a smaller share of input
purchases in 2013, around 6 per cent. Considering this development, it may be that
transportation costs have slightly increased during the last four years prompting the
enterprises to purchase more intermediate goods from neighbouring provinces.
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Figure 7.4: Details on Suppliers of Raw Materials
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The observed changes in suppliers of raw materials could arise due to the criteria for
selecting suppliers. Around 95 per cent of the enterprises report that suppliers can freely be
selected in the market. Figure 7.5 reports how firms identify suppliers and the main criteria’s
for selecting suppliers. The figure shows an increased reliance on personal contacts in
selecting suppliers compared to 2011. Around 45per cent of enterprises select suppliers
through personal contacts while 43 per cent identify suppliers by own search process. The
Vietnamese SMEs seem to be little responsive to suppliers’ marketing efforts when making
choices about input supply. In selecting a supplier of intermediate inputs the greatest
importance by far is given to competitive price. Firms also care about the quality standard of
the inputs, but to a lesser extent than in 2011. Security of supply is important to 11 per cent

of enterprises, while knowing the supplier personally, terms of credit and geographic
proximity only pay a minor role when enterprises select suppliers of raw materials.

Figure 7.5: Identification and Main Criteria for Selecting Suppliers
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8. EMPLOYMENT

This chapter analyses the structure of the labour market in the Vietnamese SME
manufacturing sector based on a matched employer-employee data set. The chapter will
consider various aspects of the labour market including workforce composition, occupation
composition, hiring methods, trade unions, social benefits, education and training of the
workforce in addition to wage level and wage determinants. Relying on both data from small
and medium sized firms as well as data collected among employees in these firms it is
possible to get additional knowledge and make the analysis more insightful.

8.1. Demographic Structure

Figure 8.1 shows the demographic structure of firm ownership and management. It is
useful to analyse youth and senior entrepreneurship as their perceptions about technology,
financial capabilities and management styles may differ. While younger entrepreneurs are
more likely to be innovative and use new technologies, older entrepreneurs are more likely
to have better access to finance. Our sample shows that the owners of micro enterprises tend
to be predominantly in the oldest age group, 55 years and older. The highest prevalence of
small and medium enterprise owners is in the 45-55 age group. While people younger than
35 tend to own small and medium enterprises, they are not likely to own micro enterprises.
The youngest demographic groups tend to be employed as managers in the SMEs. It is
common to find managers from the 25-35 age group in medium and small enterprises, while
micro enterprises tend to prefer slightly older managers, those from the 35-45 age group.

Figure 8.1: Demographic Structure of Firm Owners and Managers
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8.2. Workforce Structure and Stability

Using the balanced panel data, Table 8.1 reveals that the average share of regular
workers in Vietnamese SMEs has not changed on average between 2011and 2013. The share
of full-time employees has, however, declined by one percentage point in the observed two-
year period, while the share of unpaid workers has increased by approximately the same
amount. The female labour force went through the highest change: the share of women
working in SMEs increased from 36 per cent in 2011 to 38 per cent in 2013. This pattern
holds across all firm size categories, but the departures are notable when comparing
enterprises by location. In urban areas, we see an increase in the share of regular full-time
employees and a twofold decline in the use of unpaid labour. The increased reliance on
unpaid labour in rural firms is possibly a consequence of higher prevalence of micro firms
that employ mostly own household members. Enterprises in the south tended to decrease the
share of full-time labour and to increase female employment. The use of unpaid and female
labour increased in the North.

Table 8.10: Labour Force Composition (per cent of total workforce)

All Micro Small Medium Urban Rural South North
2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013
Regular 962 96.1 968 964 947 951 951 958 959 966 96.6 957 978 96.6 950 957
Full-time 89.6 88.6 885 87.0 91.8 923 923 936 877 925 922 858 933 903 868 873
Female 365 383 343 367 409 419 433 451 361 366 370 39.6 343 362 382 400
Unpaid 38.1 394 532 531 54 51 01 02 497 213 214 3520 300 302 440 46.1
Observations 1,988 1,988 1,371 1,430 496 460 121 98 818 818 1,170 1,170 845 845 1,143 1,143

Note: Average, percentages of total workforce, balanced panel

The change from 2011 to 2013 was not driven by new firms in the manufacturing sector
since the results are based on the balanced panel. The described trend in the SME workforce
could be a consequence of the increased competition where the costs of doing business
require adjustments in employee composition over the years. It could also come from the
decreased labour availability in some locations where the labour force is able to negotiate
better employment conditions, illustrated for example by a lower share of unpaid labour in
urban and southern regions. Also, it could signal a lower regulatory pressure for formalising
labour conditions in specific locations, namely rural and northern regions. Finally, current
labour force situation could be a sign of the increasing instability in the economy and a
declining confidence in the future that prompt firms to hire more unpaid workers.

The share of unpaid workers employed in informal firms increased from 71 per cent in
2011 to 77 per cent in 2013.7 The share of unpaid workers in formal firms kept at 24 per cent
in the same period. This observation follows the findings in Rand and Torm (2012) who,
based on the surveys from 2007 and 2009, show that formalisation of firms positively affects
not only their performance, but also the workers in terms of improved contract conditions.

" Informal firms are understood as firms without either an Enterprise Code Number or a tax code.
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Table 8.2 shows the labour force composition as a per cent of the total workforce.
The share of professional, production, office and sales workers increases with firm size
(both in 2011 and 2013). Production workers constitute the vast majority of the total
workforce and their share is higher in the urban than in the rural regions. However,
between 2011 and 2013, firms saw a decrease in the proportion of production workers
across all size and location categories. This can be well contrasted with the proportion of
managers, which rose by around 3% from 2011 to 2013. An increase in the managerial
staff was observed for all firm categories.

Table 8.2: Labour Force Composition by Occupation (per cent)

All Micro Small Medium Urban Rural South North
2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013

Manager 29.1 324 376 406 112 120 56 63 21.1 246 346 378 258 278 315 357
Professional 33 34 16 17 71 78 80 81 56 53 18 20 41 41 28 29

Office 16 16 06 06 37 40 49 52 28 27 08 08 21 20 13 13
Sales 28 23 22 15 41 43 36 38 40 32 19 1.7 41 31 19 17
Service 07 08 03 05 14 15 18 23 10 11 04 06 09 11 05 06

Production 623 593 577 549 721 70.1 755 738 653 628 603 568 628 61.7 620 575
Apprentice 02 02 01 02 04 04 05 05 01 03 02 02 02 02 01 02

Observations 1,980 1,980 1,371 1,428 496 457 118 95 815 818 1,170 1,162 843 843 1,142 1,137

Note: Percentages of total workforce, balanced panel. Eleven firms did not answer the question in 2013 and 4 firms did not answer in 2011.

Other occupations, such as professionals, which also require labour with high skills,
stayed almost unchanged, with an average share in total labour force of 3.35%. Occupations
requiring a medium level of skills, such as office personnel, remained constant. A decline in
the proportion of sales personnel observed between 2011 and 2013 appears to be driven
mostly by micro-sized enterprises. A rise in the share of service personnel between 2011 and
2013 is possibly due to positive changes in the medium enterprises, even though this
occupation category represents a very small share of total work force.

The employee survey reveals that occupation shifts do occur and the dynamics are
presented in Table 8.3. Of those workers who currently hold manager positions slightly
over 30 per cent were production workers before, 19.3 per cent did not work before and
only 18.2 per cent were managers in their previous job. This indicates that a manager
position does not require specific experience. These findings also point towards the
possibility of advancing in job functions. Nevertheless, it seems that production and
professional workers are the ones with the highest tendency to stay in the same line of
work when they change jobs.
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Table 8.3: Occupation Transition Matrix

Current job function

Previous job Manager Professional  Office Sales Service Production
Manager 34 2 0 2 0 5
(18.2) (1.4) (0.0) (1.8) (0.0) (0.6)
Professional 26 61 16 5 3 12
(13.9) (41.5) (11.1) 4.4) 4.3) (1.3)
Office 17 25 43 12 3 8
9.1) (17.0) (29.9) (10.6) 4.3) (0.9)
Sales 8 5 13 32 3 5
4.3) (3.4) (9.0) (28.3) 4.3) (0.6)
Service 7 3 9 5 16 17
(3.7) (2.0) (6.3) 4.4) (22.9) (1.9)
Production 59 9 20 21 22 610
(31.6) 6.1) (13.9) (18.6) (31.4) (67.0)
Did not work 36 42 43 36 23 253
(19.3) (28.6) (29.9) (31.9) (32.9) (27.8)
Number of observations 187 147 144 113 70 910

Note: Based on the employee survey. Total number of observations is 1,478.Percentages in parentheses.

In terms of workforce stability, Table 8.4 presents the turnover figures for 2013
based on the entire sample. The share of workers hired in 2013 made up approximately 5
per cent of the total workforce but almost 10 of total workforce left the firms. On average,
the share of workers that left was two times the share of newly employed workers, but this
does not hold across all firm types and locations. Formal, urban and northern firms lost
twice as many employees as they hired but other firm types had the lower share of
employees leaving. While micro firms follow the average workforce stability pattern,
medium enterprises were the only firm category that has hired approximately the same
amount of workers as they have lost.

Of the workers leaving their employers approximately one half left voluntary and
around 20 per cent was fired. This is widely different situation compared to 2011 when
around 70 per cent of workers left voluntarily and only 4 per cent were fired (CIEM, DoE,
ILSSA and UNU-WIDER, 2012). The reasons for leaving employment are consistent across
all size and location categories. Rural and informal firms had substantially higher than
average share of workers getting fired.
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Table 8.4: Stability of Workforce

All Micro Small Medium Urban Rural Formal Informal South  North

Share hired 5.3 4.1 8.2 8.9 6.0 4.8 6.6 2.2 5.6 5.1
Share left 9.7 9.5 10.6 8.7 13.6 6.8 12.3 3.1 7.4 11.5
of which

Left voluntarily 50.7 49.8 529  48.1 459 56.5 51.0 48.4 49.7 51.7
Were fired 19.8 202 19.7 18.8 18.0 22.0 19.2 25.4 20.3 19.4
Retired 1.7 0.4 1.9 5.0 2.8 0.5 1.9 0.5 1.1 2.3
Illness 1.6 1.0 1.6 3.3 1.9 1.3 1.7 0.9 1.9 1.3
Died 0.4 0.6 0.3 0.4 0.6 0.3 0.4 0.9 0.3 0.6

Other reasons ~ 23.8  25.0 227 233 297 167 240 221 251 226
Observations  (2,461) (1,763) (566) (132) (1,062) (1,399) (1,767) (694) (1,059) (1,402)

Note: Unbalanced panel. Per cent of total workforce.

8.3. Education, Training, Workplace Conditions and Hiring Methods

To what extent the composition of the workforce is due to firm choice and to what
extent it is due to lack of suitable workers is worth considering. Table 8.5 reveals that 9 per
cent of all firms had difficulties recruiting workers with the appropriate skill level in 2013
and 67 per cent of these firms listed lack of workers with the required skill level as the main
reason. Compared to 2011, the share of firms with recruiting is two times lower. Recruiting
difficulties increase substantially with firm size and are higher in rural areas. Around 26 per
cent of all medium sized firms and around 6 per cent of all micro firms report difficulties
with recruiting workers with the appropriate skill level. More than 70 per cent of small,
medium sized and urban firms listed lack of skilled workers as the main reason for recruiting
difficulties. This is in line with the fact that larger and urban firms generally employ more
professional workers, as seen in Table 8.2. The results might indicate that skill levels of
workers do not match firm demand. Around 18 per cent of all firms find difficulties in
recruiting workers as a result of insufficient wage offers and around 12 per cent listed
unattractive working conditions as the main difficulty. Compared to 2011, we see a two
percentage point increase in experiencing difficulties with providing sufficiently high wages.
Since the share of well-educated workers is relatively high, as shown below in Table 8.8, it
seems that these recruiting difficulties might be due to lack of labour market information
rather than an actual lack of skilled workers. This suggests that a strengthening of
information systems would benefit both workers and firms and could help match worker
skills and job functions.
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Table 8.5: Difficulties in Hiring Workers

All Micro Small Medium Urban Rural

Difficulties with recruiting workers with
required skills (per cent)

Yes 9.0 5.7 15.5 25.8 8.5 9.7
Did not recruit 56.5 66.0 34.8 22.7 56 57.2
Reason for recruitment difficulties (per cent)

Lack of skilled labour 67.1 56 76.1 76.5 70.9 63.9
Cannot provide sufficient wage offer 18.5 24 12.5 17.6 20.4 16.8
Working conditions not attractive 11.7 14 11.4 5.9 8.7 14.3
Other 2.7 6 0 0 0 5

2,461 1,763 566 132 1,062 1,399
(222)  (187) (167)  (48)  (103) (119)

Note: Number of firms with recruiting difficulties in parentheses. 2013 survey.

No. of firms

Table 8.6 shows that the most common way of recruiting was through informal
contacts, which constituted just above 60 per cent of all recruiting methods. *A high
reliance on personal contacts in hiring workers is present across all size and location
categories of enterprises, ranging from 48 per cent for medium-sized firms to 71 per cent
for small firms. These results are consistent with findings from 2011 (not reported). Both
rural and urban firms use to a large extent informal recruiting methods and urban firms
hire more than 68 per cent of the workers by informal methods. These figures could still be
underestimating the true extent of informal hiring in the Vietnamese economy because
around one third of both rural and micro firms responded “not applicable”. This may come
from the fact that workers hired in these firms are mostly household members and then, by
definition, hired informally. Hiring methods can have different implications on the terms
under which wages are determined. Larsen, Rand and Torm (2011) document that workers
hired by personal contacts or other forms of informal hiring methods receive a significant
wage premium.

In Table 8.5 we see that the majority of firms indicated to have experienced some
difficulties with finding workers with adequate skills. Intuitively this might result in more
training at the workplace. However, Table 8.7 shows that around 20 per cent of all firms
provide training of new workers and only 4 per cent of all firms provide training of
existing workers. The share of firms providing training is increasing in firm size. This is
not surprising since medium sized firms reported most difficulties in recruiting skilled
labour.

¥ Recommended by friends/relatives or other workers and personal contacts are understood as informal

recruiting methods.
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Table 8.6: Recruitment Methods

Recruitment Methods

All Micro Small Medium Urban Rural
Newspaper advertisement 6.7 3.1 13.8 25.8 10.4 4
Labour exchange 1.8 1.4 3.5 0.8 1.4 2.1
Recommended by friends/relatives or other workers 37 34 48.1 30.3 441 317
Recommended/allocated by local authorities 1.1 1 1.1 2.3 0.8 1.4
Personal contacts 23.3 243 21.7 15.9 234 232
Through employment service centres 2.2 0.7 3.9 15.9 3.9 1
Other 2.3 1.5 3.9 6.8 3 1.8
Not applicable 25.5 34.1 4.1 2.3 13.1 349
No. of firms 2,461 1,763 566 132 1,062 1,399

Note: 2013 survey

The share of firms providing training for new workers has increased sizeably
between 2011 and 2013. While in 2011 only 8 per cent firms trained new employees,
almost 20 per cent did so in 2013. The increase in the amount of training provided to
new workers increased for all firm sizes and locations. The highest change is seen in
small firms that have doubled the amount of provided training and, to a smaller extent,
medium firms that have increased their share of training for new employees by around
10 percentage points. The amount of training has increased by four times in micro and
rural firms to reach 13 and 20 per cent in 2013, respectively. The rise in the amount of
training provided for new workers might be caused by the need of better skilled workers
or because firms who hire new workers are less resource constrained. The data from the
2013 survey round also show that firms located in rural regions are now more likely to
provide training to new workers compared to urban firms. This is a noteworthy change
compared to the situation in 2011.

Table 8.7 also shows that the share of firms providing training of existing workers has
decreased between 2011 and 2013. While around 7 per cent of all firms provided training for
existing workers in 2011, the proportion decreased to 4 per cent in 2013, resembling in this
way the situation in 2009 when only 3 per cent of firms trained current workforce (CIEM,
DoE, ILSSA and UNU-WIDER, 2012). This pattern is observed for all firm sizes and
locations. Overall, the impression is that firms are more likely to provide training to new
workers than to existing workers. This might be due to the fact that workers who have been
in the same job for some time have gathered some experience and do not need training to
fulfil their job requirements. The findings are based on the unbalanced panel but are
consistent within the balanced panel.
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Table 8.7: Training of Workforce

All Micro Small Medium Urban Rural
2011 2013 2011 2013 2011 2013 2011 2013 2011 2013 2011 2013

Provides training for

8.3 195 24 132 149 322 33.8 424 11.0 18.8 5.8 20.0
new workers

Provides training for

o 69 40 31 17 123 7.8 200 159 100 48 41 33
existing workers

No. of firms 2,024 2,365 1,275 1,669 604 564 145 132 995 1,046 1,029 1,319

Note: All firms that did not answer were removed.

Turning to the educational level of the workforce, Table 8.8 reveals that 13 per cent of
the workers surveyed in the employee module have a university education with a notably
higher share for women. Notice that the classification of education categories has changed
compared to the previous survey rounds in that the 2013 dataset contains more categories
that enable distinguishing between vocational, college and university education. Compared
to the employee sample from 2011 (see CIEM, DoE, ILSSA and UNU-WIDER, 2012), there
has been a slight increase in the share of workers with no education. Just like in 2011, more
men than women finish secondary school and high school. They also obtain technical
education without certificate more frequently than women. Conversely, women tend to have
a higher share of degrees in professional secondary education and colleges.

Compared to the entire Vietnamese population with 6.4 per cent inhabitants with a
university degree (GSO, 2013), the share of highly educated workers in the SME sample is
much higher. The sample also does not follow the general population trend when it comes to
the difference between male and female education level. While Vietnamese men on average
have higher share of university degrees than women (GSO, 2013), the surveyed SMEs tend
to employ more highly educated women than men. Since the sample consists of workers
hired in private SMEs this observation may also not be representative of the general level of
education among the Vietnamese manufacturing firms. It is most likely that well educated
men are underrepresented in the sample because they are hired in other places (state-owned
enterprises or others). In contrary, well educated women could be overrepresented since they
are more likely to be excluded from high positions in state owned companies and, therefore,
find employment in privately owned firms. Any inferences regarding educational attainment
for workers should, therefore, be drawn bearing this in mind.
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Table 8.8: Education Attainment

Highest level of education

Women Men Total
None 7 10 17
(1.1) (1.1) (1.1)
Primary school 30 41 71
(4.6) (4.5) (4.5)
Secondary school 84 167 251
(12.8) (18.2) (16.0)
High school 172 287 459
(26.3) (31.3) (29.2)
Technical level without certificate 55 173 228
(8.4) (18.9) (14.5)
Vocational elementary 17 26 43
(2.6) (2.8) (2.7)
Vocational secondary 30 53 83
(4.6) (5.8) (5.3)
Professional secondary 67 26 93
(10.2) (2.8) (5.9
Vocational college 8 23 31
(1.2) (2.5) (2.0)
College 65 23 88
(9.9) (2.5) (5.6)
University and higher 119 88 207
(18.2) (9.6) (13.2)
Observations 654 917 1,571

Note: Employee survey. Percentages in parentheses.

8.4. Trade Unions

Under the provisions of the Law on Trade Unions, labour force in Vietnam enters local
trade unions voluntarily and contributes to the union a fee of around one per cent of monthly
salary. The fee can be paid individually by workers or by the firm on behalf of the workers,
in which case the amount is automatically deducted from salary of workers who are union
members. To align this year’s report with previous SME reports, we focus on firms that are
classified as small or medium-sized because they employ more than 10 employees. This
means that all firms with less than 10 workers have been excluded from the sample that is
considered in Table 8.9. Based on the unbalanced panel, 30 per cent of all firms had a local
trade union in 2013. This is an increase of four percentage points compared to 2011 when 26
per cent of firms had a union. The occurrence of local trade unions varies greatly by firm
size, from 20 per cent in small firms to 76 per cent in medium-sized firms. The presence of
trade unions has increased in both small and medium-sized firms from 2011. We see more
trade unions in rural and urban regions alike, with the number of unions increasing more in
rural areas but still not at a rate enough to reach the level observed in urban firms. The trend
of increasing presence of trade unions is also observed along the north-south divide, where
firms in the south tend to have a higher proportion of trade unions. It is also visible from the
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data that firms headed by a male owner or manager are less likely to have a local level trade
union compared to female owned firms. The share of female-headed firms with local level
trade unions has increased by seven percentage points between 2011 and 2013, while the
increase for male-headed firms was three times smaller. Results are maintained when the
balanced panel is used.

Table 8.9: Share of Firms Having a Local Trade Union and Its Members

Unbalanced Panel Balanced Panel
Share of firms Share of workers Share of firms Share of workers
2011 2013 2011 2013 2011 2013 2011 2013
All 26.0 30.8 71.5 79.8 25.5 30.1 71.5 80.3
Small 16.3 20.3 76.5 75.7 15.2 19.8 74.8 75.0
Medium 66.9 75.8 77.4 81.1 67.8 66.9 78.9 83.0
Urban 34.0 39.3 75.8 79.8 33.5 38.4 75.7 79.8
Rural 13.1 17.2 84.6 79.9 13.7 16.8 83.9 82.1
South 33.9 36.9 72.6 78.1 33.0 36.8 72.7 77.4
North 19.5 25.3 84.6 82.0 19.1 23.9 84.8 84.4
Male owner 21.3 23.1 82.0 81.5 21.2 23.3 82.1 81.7
Female owner 32.1 39.2 73.7 78.8 31.3 37.8 73.2 79.4
Observations 757 698 204 236 615 558 163 186

Note: The results are based on a sample without micro firms.

When unions do exist the workforce participation is generally quite high with around
80 per cent of workers being members in 2013. As traditionally expected, the average share
of workers being members of a trade union is higher in firms located in the north compared
to firms located in the south. Rural and urban firms have the same share of workers as trade
union members. The share of workers in trade unions was higher in male-owned firms in
both years. Compared to 2011, we see an increase in participation of workers in local trade
unions. The increase in participation in local level trade unions is expected since it could
lead to better working conditions, higher wages and social benefit insurance. However, this
average increase obscures changes at the firm size and location level. While the workforce
participation in trade unions increased in urban firms, it has decreased in urban enterprises.
Similarly, the share of workers in trade unions increased in the south but decreased in the
north. Female-owned firms were prone to increasing the trade union participation of
workers, while male owners saw a slight decline in the proportion of workers who are union
members. There are no major differences in the results between unbalanced and balanced
panel except for the comparison of trade union membership by firm size. While the
membership rose in medium firms, it declined in small firms based on the unbalanced panel
data. However, the balanced panel data shows a very small increase in union membership
for small firms.
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The general results from Table 8.9 showed the increase in the share of trade union
membership across surveyed firms. Now we examine the changes more closely and compare
the share of firms who became unionised and the share of firms who became de-unionised.
Table 8.10 reveals that only 1.7 per cent of firms in the balanced panel have shifted from
having a local level trade union in 2011 to not having one in 2013. In contrast to this, 5.2 per
cent of firms shifted from not having a local level trade union in 2011 to having one in 2013.
This trend of increased formation of unions is observed across all firm size and location
categories. Applied to the case of small firms, where the difference in the result between
unbalanced and balanced panel data was high, we conclude that small firms have
experienced a net increase in the union membership with the ration of unionisation to de-
unionisation being 2.6.

Table 8.10: Local Trade Unions Dynamics (per cent)

All Small Medium  Urban Rural South North
De-unionised firms 1.7 1.8 1.0 1.0 2.9 2.6 0.8
Unionised firms 5.2 4.7 7.1 4.2 6.9 5.7 4.7
Number of firms 482 384 98 307 175 229 253

Note: Balanced panel. Since micro firms are excluded, the number of observations is 1,455 firms.

Around 35 per cent of the workers in the employee sample answered that the most
important benefit of being a member of a trade union was securing of social benefits.
Closely following with 27 per cent is improved job security as the main benefit. Around 10
per cent of workers stated that union membership is attractive because it results in improved
safety at the workplace and another 10 per cent see union membership as a way to obtaining
more stable and better wages. Since more than 45 per cent of workers in the employee
sample replied that the most important benefit from being a trade union member was
securing of social benefits it seems likely that union membership is positively associated
with receiving social benefits.

There is a considerable difference between the 2011 and 2013 surveys in terms of who
is chairing the local trade union. Figure 8.2 shows that around 34 per cent of the chairmen of
local trade unions are managers. The same was observed in 2011. Slightly higher share, 37
per cent of unions is chaired by senior workers. This is where we see the highest difference
compared to 2011 when 44 per cent of the trade unions were chaired by senior workers.
Also, a higher share of local trade unions is chaired by human resource managers (head of
personnel section) in 2013 than in 2011. The share rose from 12 per cent in 2011 to 16 per
cent in 2013. These changes signal negative developments in local trade union management,
as the overall trend compared to 2011 has been that of increasing dominance of managerial
staff and not workers in chairing local trade unions. In this way, there is a doubt about the
efficiency of local trade unions in defending labour rights and ensuring social benefits, job
security and safety in the workplace.
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Figure 8.2: Trade Union Chairman

B Owner of the enterprise

® Relative to the owner

® Senior worker

B Head of personnel section

B Managerial staff (non-owner)

u Other

8.5. Wage Setting, Social Benefits and Contracts

In this section, we analyse wage levels for the workers surveyed in the employee sample
in 2013. The average nominal monthly wage was 4.7 million VND. The average nominal
wage for men was 4,970 thousand VND and an average wage for women amounted to 4,734
thousand VND. ° This wage gap is persistent across all job functions, as shown in Figure 8.3.
The wage difference in favour of men is particularly high among sales personnel and
professional workers. Women in production and service sectors tend to earn the least. Coupled
with a slight increase in the female labour share, this may mean that SMEs employ more
female workers to decrease the total wage bill. From Figure 8.2 it seems that a positive wage
premium exists for all occupation categories compared to production and service workers.

Figure 8.3: Average Monthly Wage in 2013 (in 1,000 VND)
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Note: Observations above the 99 % per centile have been removed to take account of outliers. Data is from the

employee module for 2013.

? Observations above the 99 % per centile have been removed to take account of outliers.
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Figure 8.4 shows the average real monthly wage in 2011 and 2013 grouped by
occupation. The average real monthly wage was 1,535 thousand VND in 2013 and 1,437
thousand VND in 2011. Hence, the real wage has increased by almost 7 per cent during the
considered two-year period. This means that the real wage on average has increased by
around 3per cent per annum between 2011 and 2013. Figure 8.3 also indicates that the real
wage increase occurred across all occupation categories.

Figure 8.4: Average Monthly Real Wage by Occupation (in 1,000 VND)
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Note: Monthly real wage has been deflated using IMF CPI (2005=100).

A simple wage regression based on both employee and firm characteristics with the
traditional wage determinants is presented in Table 8.11. Column 1 in the table shows a
significantly positive wage premium for all occupation categories as compared to production
workers. This is in accordance with the findings of Larsen, Rand and Torm (2011). Column
2 in Table 8.11 that includes specific firm control variables shows the premium for
managers and professionals only. Sales personnel, service and office workers are not doing
significantly better than production workers in the second estimation. This confirms the
findings presented in Figure 8.2. The indicators measuring the education level High school
and above and Technical worker are significant in both specifications. Since secondary
education and below is the reference category, the positive coefficient on the education
variables indicates that educational level is positively correlated with the wage level. This is
in accordance with the findings of Hering & Poncet(2010).

Table 8.11 also reveals that on the job training is positively associated with the wage
level. However, this might be because firms that provide on the job training also are more
likely to provide higher wages. It is usual to find that the age of the worker is a significant
determinant of the wage level but our estimation does not show a significant relationship.
However, number of years spent working for the firm is a significantly positive determinant
of the wage level. As expected, data show the negative relationship between the squared
number of years spent working for the firm and wage, illustrating that wages peak in middle
age and decline shortly after. The results do not show that wages increase with additional
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training, because the association between wage and training is statistically insignificant.
Interestingly, being recruited by informal methods (by personal contacts or recommendations
from friends and relatives) seems to increase wages. This variable is significant only in the
second specification shown in column (2). Finally, the results confirm the existence of a
significant gender wage gap and confirm the findings in Figure 8.2. Furthermore, gender
wage gaps are common particular in developing countries and the finding corresponds to
numerous empirical studies (Vu, 2012; Hering & Poncet, 2010; Liu, 2004).

In column 2, a number of firm specific variables are included, most of which appear to
be significant wage determinants. Firm size has a significant and positive association with
wages, which is in line with the general finding that earnings tend to be positively related to
firm size (Soderbom et al., 2005). Male owners seem be statistically significantly and
negatively related to the wage level. In addition, it the share of women in the workforce is
negatively associated with the wage level. Also, it seems that formality of firms is
negatively related to the wage level, but the variable is not statistically significant.

Table 8.11: Wage Determinants

Dependent variable: In(real wage) (1) (2)

Gender of Worker (male=1) 0.158*** (2.88) 0.017 (0.36)
Age of Worker -0.015 (-0.94) -0.017 (-1.10)
Age squared/100 0.011 (0.54) 0.017 (0.85)
Worker's number of years in firm 0.014** (2.20) 0.013** (2.06)
Years in firm squared/100 -0.001** (-2.17) -0.001** (-2.04)
Manager 0.512%** (6.36) 0.340%** (4.83)
Professional 0.403%%** (5.92) 0.191%%** (3.16)
Sales 0.326%*** (4.39) 0.091 (1.35)
Service/Office 0.211%*** (3.09) 0.020 (0.31)
High school and above (yes=1) 0.331%%* (3.77) 0.174** (2.00)
Technical worker (yes=1) 0.417%%* (4.57) 0.242%%** (2.68)
On-the-job training (yes=1) 0.030 (0.47) -0.008 (-0.12)
Recruited by informal methods (yes=1) -0.049 (-0.98) 0.108** (2.01)
Tax code (yes=1) -0.219 (-1.52)
Gender of owner (male=1) -0.136%** (-2.93)
Firm size (log) 0.129%** (5.45)
Share of total workforce which are women -0.007*** (-4.64)
Exporting 0.165%* (2.31)
R-squared 0.080 0.230

Number of observations 1,336 1,336

Sector dummies No Yes

Legal structure dummies No Yes

Province dummies No Yes

Note: Dependent variable: Log real wage. Wages deflated using IMF CPI (2005=100). Estimation based on
monthly wage. Only 1,295 workers reported months as the wage time unit. OLS estimates. For education and
occupation, the reference categories are secondary education and below and production worker, respectively. *,
** and *** denote significance at a 10 %, 5 %, and 1 % level, respectively. Observations above the 99 % per
centile have been removed. t-statistics based on robust standard errors are reported in parentheses.
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Finally, an indicator representing exporting firms is included in the regression. The
result is a statistically significant positive relationship between export and wages. This is in
line with previous studies, which found that firms which are exporting are likely to provide a
higher wage level to their workers (Bernard et al., 1995). This finding is in contrast to Vu
(2012) who based on the data from Vietnamese SMEs finds that the expected exporter wage
premium disappears when both firm and worker characteristics are added to the regression.

In terms of wage setting basis, Table 8.12 shows that the most common way to set the
wages is through individual negotiations. Paying capacity of the enterprise and wage rates in
other non-state enterprises constitute important wage determinants as well. Compared to
2011, slightly more firms are setting wages through individual negotiations (an increase
from 45 per cent in 2011 to 47 per cent in 2011). Similarly, more firms are setting wages
according to the wage rates in local firms - the proportion increased from 18 per cent in
2011 to 19 per cent in 2013. In 2013, firms are less guided by their paying capacity when
setting wages: the proportion of firms setting wags based on the rates in other non-state
enterprises declined from 27 per cent in 2011 to 25 per cent in 2013.This pattern is
consistent across all size and location categories.

Table 8.12: Wage Setting Basis (per cent)

All  Micro Small Medium Urban Rural South North

Wage rates in other local non-state

enterprises 194 178 21.0 27.3 194 194 157 23.0
Wage rates in local state enterprises 1.8 1.4 2.5 3.0 1.7 1.9 2.0 1.6

Set by authorities 4.4 3.0 6.4 9.8 6.8 1.9 58 32

Wage rates for employment in

agriculture 1.0 1.1 1.1 0.0 0.7 1.4 1.0 1.1

Individual negotiations 47.1 53.0 389 28.0 417 528 447 495
Paying capacity of the enterprise 252 225 295 31.8 29.0 213 304 203
Other 0.9 1.1 0.7 0.0 0.7 1.2 05 1.3

Number of firms 1,918 1,220 566 132 981 937 938 980

Note: 2013 survey.

Compared to 2011, the share of firms providing social benefits decreased by one
percentage point: while around 57 per cent of firms provided social benefits in 2011,
around 56 per cent reported doing so in 2013. Table 8.13 analyses the types of social
benefits paid to workers. The most commonly provided benefit is unpaid maternity leave,
which is provided by 52 per cent of all firms. The second most commonly provided benefit
is sick leave, which is followed closely by survival benefits and compensations for
accidents or professional illness. Vietnamese SMEs are least likely to provide retirement
lump-sum payments.
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Table 8.13: Social Benefits (per cent)

All Micro Small Medium Urban Rural South North

Social insurance contribution 259 7.7 62.0 98.5 39.7 14.8 33.7 19.7
Health insurance contribution 26.0 7.8 61.8 99.2 39.1 155 342 195
Unemployment insurance 20.8 4.9 50.0 93.9 33.8 103 268 16.0

C tes directly fi
ompensates @ireetiy 1ot 27.4 135 548 841 445 137 369 199
accidents or professional illness

Sick leave 306 149 604 91.7 473 16.8 419 215
Paid maternity leave 26.4 9.0 58.4 93.9 413 140 348 19.6
Unpaid maternity leave 519 388 77.2 98.5 72.1 352 695 37.6
Annual leave with pay 27.0 12.5 53.5 87.1 439 13.0 405 16.0
Retirement lump-sum 17.5 4.6 39.8 76.3 30.7 6.6 239 124
Survival benefits 29.3 15.3 53.8 92.4 464 152 40.6 202

Note: The share of observations with missing information is quite common for these questions. The firms with

missing information have been omitted in each category. 2013 survey.

Looking at the distribution social benefits by firm size, it is obvious that the rate of
payments increases with firm size. Medium firms pay all types of benefits at a very high
rate, greatly surpassing the average figures. There is a large increase in the rate of payments
when moving from micro to small firms, which, just as micro firms, prefer benefits in terms
of unpaid maternity leave. Further on, Table 8.13 shows that rural firms are less likely to pay
social benefits than urban firms. The same applies to firms located in the north. This
corresponds well with the observations in Table 8.9, which revealed that firms in the south
tend to have more local level trade unions compared to firms in the north.

Payments of social insurance, health insurance and unemployment contributions have
increased by around four percentage points compared to 2011. The share of firms paying for
sick leave increased by three percentage points in 2013 compared to 2011. On the other
hand, the share of firms compensating for accidents or professional illness has decreased
from 35 per cent in 2011 to 27 per cent in 2013. Similarly, the retirement lump sum
payments have decreased by five percentage points from 2011 to 2013. The share of firms
offering unpaid maternity leave has decreased from 57 per cent in 2011 to 52 per cent in
2013, but the share of paid maternity leaves has remained the same. Based on the presented
changes in social benefit payments among firms that involve increase in some types of
payments and decrease in other types, it appears that there have been only slight
improvements in working conditions in SMEs in Vietnam compared to 2011.
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Figure 8.5: Social Benefits, by Gender of Owner or Manager (per cent)
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Note: 2013 survey. Firms with missing observations have been excluded.

The prevalence of social benefits also varies with gender of the firm owner or
manager. Figure 8.5 shows that female owners or managers are more inclined to provide all
kinds of social benefits compared to their male counterparts. These findings are in
accordance with the findings of Rand and Tarp (2011) who conclude that women-owned
SMEs are more likely than men-owned firms to provide employees with fridge benefits such
as, for example, annual leave and health insurance.

Next, we look at the prevalence of formal contracts among the surveyed Vietnamese
SMEs. Figure 8.6 shows that the average share of regular full time workers with formal
written contracts was on average 27 per cent in 2013. The average share of workers with
formal written contracts differs greatly across firm size and location. While almost 91 per
cent of the workers in medium-sized firms have formal written contracts, only 11 per cent of
workers in micro firms can say the same. The use of formal contracts is more common in
urban firms: 40 per cent of urban firms sign contracts with their workers, while only 17 per
cent of rural firms decide to do the same.

Figure 8.6: Formal Contracts, by Gender of Owner or Manager
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Note: 2013 survey. Firms with missing observations have been excluded.
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The share of firms with contracts in higher in the south with 33 per cent of firms than
in the north with merely 23 per cent. Female owners or managers generally have a more
formalised workforce and provide contracts to 35 per cent of their workers. This is a
considerable larger share than that of male owners or managers, where contracts are signed
only in 20 per cent of cases. Given that contracts are important in ensuring social benefits
these findings correspond well with the results that female owners and managers are more
likely to provide social benefits. This result is important for the interpretation of negative
correlation between male firm ownership and worker wages shown in Table 8.11.
Combining these pieces of information allows concluding that male firm owners or
managers provide comparably inferior work conditions than their female counterparts by
rarely offering contracts and social benefits and offering lower wages.

Figure 8.5 showed that only a part of the workforce is provided with formal written
contracts. Now we look at the duration of contracts among the SMEs in Vietnam. Table
8.14 reveals that, on average, more than 75 per cent of formal written contracts have
duration longer than 12 months and that 42 per cent of these contracts have indefinite term.
Micro and small firms offer infinite term contracts in majority of cases, while medium firms
prefer one to three-years contracts. Location-wise, we see that compared to urban firm,
rural firms tend to offer more indefinite term contracts and fewer contracts that last less
than a year.

The share of indefinite term contracts has increased from 37 per cent in 2011 to 42 per
cent in 2013. On the contrary, the share of contracts that are valid up to three years has
declined in the same period. Firms in all size categories and locations tended to offer more
permanent contracts in 2013 than in 2011.

Table 8.14: Duration of Formal Contracts (per cent of workers)

All Micro Small Medium Urban Rural
Indefinite term contract 42.3 50.3 41.2 35.1 37.6 44.7
Valid between 12 and 36 months 34.0 30.1 33.8 39.8 30.8 35.7
Valid between 3 and 12 months 19.7 13.9 22.0 20.6 26.9 16.0
Valid less than 3 months 4.0 5.8 3.0 4.5 4.8 3.6
No. of firms 563 143 312 108 374 189

Note: 2013 survey. The figures give the share of workers with contract with the specific duration
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9. ENVIRONMENT PROTECTION

According to the 2014 Environmental Performance Index, Vietnam’s ability to protect
environment ranks at the bottom of Association of South East Asian Nations (ASEAN)
countries and places 136 out of 178 analysed countries (EPI, 2014). The Environmental
Performance Index benchmarks a nation’s capacity to protect human health from
environmental harm, as well as the capacity to protect its ecosystem and natural resources,
focusing among others on air quality, climate change, water resources, agriculture, fisheries,
forests, biodiversity and habitat. Responsible environmental management is an important
part of sustainable development that is increasingly seen not only as a business
responsibility but also as a business opportunity (OECD, 2005). With this in mind, this
chapter considers the environmental performance of SMEs included in this study. This still
remains a relatively new and unexplored area in Vietnam. Legislation guiding and enforcing
environmental conditions and obligations on SMEs has been introduced only recently, and
as such, knowledge of the relevant laws and their corresponding responsibilities is still
forming. Data collection and analytical research on this topic started with the SME survey
conducted in 2007, so a part of this report will take note of what has happened since then.

This chapter covers the issues surrounding the Environmental Standards Certificate
(ESC). The present legal framework governing SMEs and their interaction with the
environment in Vietnam is contained in three core legal documents: (i) the Law on
Environmental Protection from 2005; (i1) Decree 80/2006 guiding the implementation of the
above law and (iii) Decree 29/2011 detailing and guiding the implementation of a number of
articles of the Law on Environment Protection. According to these documents, enterprises
conducting certain specified (polluting) activities, regardless of the legal status of the
enterprise, must prepare an Environmental Impact Assessment (EIA) report. The EIA report
should be appraised by a committee and approved by the relevant state authorities (MONRE
or the Provincial People’s Committee depending on the specific type of project). Businesses
are awarded an ESC if they successfully satisfy the pollution control measures stated in the
EIA report. Once they are awarded an ESC, they can start/continue their business
operations. Only enterprises operating in certain sectors must follow this procedure, and
Decree 29/2011 specifies 144 types of activities that must comply with the above legal
framework. If an enterprise operates in a sector not included in this list, it is not legally
obliged to obtain an EIA and ESC, though they are still required to sign an environmental
protection commitment letter. Based on the activities eligible for EIA listed in the Decree
29/2011, we are excluding from the analysis enterprises registered as service providers and
enterprises from the recycling sector (ISIC 37).

As shown in Table 9.1, just 16.2 per cent of enterprises report having an ESC in 2013.
This represents an almost negligible rise relative to 2011: the number of ESCs in 2011 and
2013 is different by only 0.2 percentage points, leading us to conclude that the adherence to
environmental legislation has stayed constant in the past two years. Compared to 2007 when
9 per cent of interviewed SMEs had ESC and to 2009 when 13 per cent of SMEs in our
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sample has ESC, the situation in 2013 is indicative of a slowdown in the rate of
environmental certification. The number of ESCs remains very low even if some enterprises
in our sample operate in sectors not required to possess an ESC.

There are significant differences in certification rate between provinces. HCMC has
the highest proportion of enterprises with an ESC (27.7 per cent). This was also the province
with a very high rate of increase in environmental certification compared to 2011. Long An
has the second highest number of enterprises with ESC (23.5 per cent). It is closely followed
by Ha Noi with 22.3 per cent of SMEs having ESC and Hai Phong with 18.3 per cent of
certified firms. All other provinces have lower prevalence of ESCs and a declining trend in
certification. Number of certificates has declined the most in Quang Nam, where the number
of certificates in 2011 is by around 45 per cent lower than in 2011.

Table 9.1: Environmental Standards Certificate by Province,
Legal Structure and Size (per cent)

Enterprise has
EnvironmentalCertificate

2011 2013 Both years
All 16.0 16.2 16.1
Province Ha Noi 19.8 223 21.1
Phu Tho 10.8 7.2 9.0
Ha Tay 9.4 6.8 8.1
Hai Phong 20.2 18.3 19.3
Nghe An 13.9 8.4 11.2
Quang Nam 14.8 8.1 11.4
Khanh Hoa 6.4 18.2 12.1
Lam Dong 11.8 7.8 9.8
HCMC 21.2 27.7 24.5
Long An 22.1 23.5 22.8
Legal Household establishment 9.1 6.2 7.6
Private/sole proprietorship 23.8 30.1 27.0
Partnership/ Collective/
Cooperati\r/)e 354 33.3 345
Limited liability company 28.3 33.6 31.0
Joint stock company 36.3 41.7 39.2
Size Micro 9.2 7.6 8.4
Small 25.2 333 29.0
Medium 54.5 58.1 56.2
Observations 2,413 2,423 4,836

The vast majority of our sample comprises household enterprises, and these firms
remain the least likely to possess an ESC, because enforcement of environmental regulations
has yet to target to the same extent smaller enterprises. Moreover, compared to 2011, the
share of household-owned firms with an ESC has declined by 30 per cent. Just like in
previous surveys, joint stock companies tend to have the highest proportion of enterprises
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with an ESC and a rising trend in certification compared to 2011. Other legal ownership
forms are similar in keeping the share of certified firms at around 30 per cent. While the rate
of certification is increasing for private firms and limited liability companies, a small decline
in certification is observed for partnerships.

Splitting the sample by size of firm shows a clear pattern, with larger firms more likely
to hold an ESC than smaller firms. It is noteworthy that around 60 per cent of medium-sized
firms in our sample now have an ESC. Larger firms have also increased the proportion of
certificates since 2011, while the smaller firms saw a decline in certification. As shown in
Table 9.2, restricting the sample to only household enterprises, it is clear that those that are
formally registered with the (district) authorities exhibit a greater likelihood to own an ESC.

Table 9.2: Environmental Standards Certificate among
Household Enterprises by Formality

Enterprise has Environmental Certificate

No Yes Total
Formal 775 87 854
(89.8) (10.2) (100.0)
Informal 681 8 689
(98.8) (1.2) (100.0)
Total 1,448 95 1,543
(93.8) (6.2) (100.0)

Note: Definition of a formal firm: Firm has an ECN or a BRC and a tax
code. Percentages in parentheses.

Table 9.3 disaggregates firms owning an ESC by sector of operation (at the two-digit
ISIC level). On average, figures show that the rate of environmental certification among the
SMEs has kept at a constant level between 2011 and 2013. Despite the constant average
number of certified enterprises, there have been important changes in obtaining ESCs within
sectors. The highest prevalence of ESCs is observed among the enterprises in chemical
(ISIC 24), rubber (ISIC 25) and paper (ISIC 21) sectors, with 46.2 per cent, 35.9 per cent
and 23.6 per cent of certified enterprises respectively. At the same time, these sectors have
experienced a decline in the rate of obtaining ESCs compared to 2011. Several sectors have
a prevalence of ESCs lower than 10 per cent: wood (ISIC 20), publishing (ISIC 22)
fabricated metal products (ISIC 28) and furniture (ISIC 36). However, a word of caution is
in order here. As outlined above, whether or not a firm is required to possess an ESC
depends on the sector in which it operates. Therefore, care should be taken when
interpreting these results as a signal of better compliance with environmental regulations.
Indeed, the sectors with a high prevalence of ESCs are likely to be sectors that require
enterprises to possess an ESC. This is illustrated in Figure 9.1, which shows that more than
60 per cent of enterprises pursue environmental certification because of government
requirements. In that regard, Vietnamese SMEs resemble other countries, where legitimation
appears as a prominent motive for environmental responsiveness (Gadenne et al., 2009).
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Table 9.3: Environmental Standards Certificate by Sector

Enterprise has Environmental Certificate
2011 2013

ISIC

code Sector Yes (%) No (%) Total Yes (%) No (%) Total

Food products and

15 beverages 167 (22.8) 567 (77.2) 734 142 (18.8) 613 (81.2) 755

17  Textiles 11 (10.6) 93 (89.4) 104 12 (12.5) 84 (87.5) 96

18  Wearing apparel etc. 9 (74) 112 (92.6) 121 20 (17.4) 95 (82.6) 115
Tanning and dressing

19 leather 4 (8.5 43 (1.5 47 5 (10.0) 45 (90.0) 50

20  Wood and wood products 8  (3.2) 240 (96.8) 248 15 (6.1) 231 (93.9) 246
21 Paper and paper products 18 (26.9) 49 (73.1) 67 17 (23.6) 55 (764) 72
22 Publishing, printing etc. 8 (13.6) 51 (86.4) 59 5 (7.8) 59 (922) o4

23 Refined petroleum etc. 1 (143) 6 (857 7 2 (2500 6 (75.0) 8

24 Chemical products etc. 20 (51.3) 19 (48.7) 39 24 (46.2) 28 (53.8) 52
Rubber and plastic

25 products 41 (36.0) 73 (64.0) 114 47 (359) 84 (64.1) 131
Non-metallic mineral

26 products 28 (24.6) 86 (754) 114 26 (25.5) 76 (74.5) 102

27  Basic metals 9 (257) 26 (743) 35 4 (148) 23 (852) 27

28  Fabricated metal products 27 (6.3) 404 (93.7) 431 35 (8.3) 386 (91.7) 421

29-  Machinery (office +

% clectrical) 15 (203) 59 (79.7) 74 15 (23.1) 50 (76.9) 65

34 Motor vehicles etc. 3 (17.6) 14 (824) 17 3 (2500 9 (7500 12

35  Transport equipment 3 (375 5 (625 8 3 (333) 6 (66.7) 9

36  Furniture etc. 13 (6.7) 181 (93.3) 194 17 (8.6) 181 (91.4) 198
Total 385 (16.0) 2,028 (84.0) 2,413 392 (16.2) 2,031 (83.8) 2,423

Note: Based on a panel data. 33 firms from the service sector were excluded in 2013. Percentages in parentheses.

Low prevalence of environmental certification could be caused by limited knowledge
about official legal requirements, so we turn to exploring the level of knowledge about
environmental regulation among the SMEs. Figure 9.1 shows how SMEs see their knowledge
about the Environmental Law. Overall, SMEs appear to be unaware of the key areas of
environmental legislation that affect their business. A vast majority (around 80 per cent) either
does not have knowledge about the Environmental Law or considers their knowledge poor.
Only one fifth of the respondents replied that their knowledge is good or average. There is a
slight decrease in the proportion of SMEs who find that their knowledge of Environmental
Law is good or average in 2013 compared to 2011. Compared to 2007 and 2009, the trend of
limited knowledge about environmental regulation has kept at approximately same level
(CIEM, DoE, ILSSA, 2010). These numbers could partly reflect the fact that ESC is not
required in all sectors, but they can also indicate very low spread of information about
environmental regulation. It appears that a lot of work needs to be done in terms of increasing
the awareness about environmental regulation among the SMEs, which could subsequently
improve the overall environmental performance of Vietnam. Findings in previous research
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have shown that if more SME owners/managers are made aware of the benefits associated
with environmental practices (for example through government campaigns and promotional
advertising), they are much more inclined to engage in environment-friendly practices
(Gadenne et al., 2009).

Figure 9.1: Knowledge about Environmental Law (per cent)
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Further on, Figure 9.2 shows that reasons for obtaining an ESC have remained roughly
unchanged compared to 2011. We see a slight increase in the need to improve working
conditions, but a large decline in certification in order to attract more customers. This
finding may point to low recognition of the ESCs in the market, where the customers do not
value highly a better environmental stewardship guaranteed by the certificate. Finding that
commercial considerations do not motivate owners of SMEs to obtain ESC is in contrast to
most other countries where the evidence routinely points to commercial pressures as main
drivers of environmental certification (Psomas et al., 2011; Zhu et al., 2007; Simpson et al.,
2004; Porter & Linde, 1995). Compared to 2011, there is a small decline in the share of
enterprises that have obtained an ESC for personal reasons, that is, their beliefs in the
obligation to protect the environment. As in 2011, thinking about potential cost reduction
when deciding to obtain an ESC was not prominent in this survey round. In this regard,
Vietnamese SMEs resemble SMEs in other countries, where owners/managers have little
awareness that the cost reductions may result from environmental-friendly practices
(Gadenne et al., 2009).

As shown, the SMEs are not high users of ESCs, so we now turn to exploring what
difficulties are ahead of enterprises when attempting to fulfil the requirements imposed by
the environmental regulation. What are the primary perceived constraints and obstacles
facing those enterprises that have obtained an ESC? Table 9.4 details enterprise responses
regarding difficulty and cost of compliance. The sample is split between those enterprises
with and those without an ESC, shown in panels (a) and (b), respectively.
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Figure 9.2: Reason to Get an Environmental Standards Certificate (per cent)
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Note: Personal reasons include the belief that we need to protect the environment. Unbalanced panel.

As was the case two years ago, fire and air quality requirements represent the most
difficult and costly condition to meet. Substantially less difficult and costly requirements are
heat, water and waste disposal. Over the observed two-year period, compliance with fire
requirements became more difficult for with an ESC, while compliance with requirements
for management of air quality, water and waste disposal became easier. There is some
difference between difficulties and costs of specific requirements of environmental
regulation. For example, heat requirements are experienced as more difficult in 2013 than in
2011, but complying with these requirements became less costly. Waste disposal and water
pollution requirements are thought of as less difficult, but complying with them became
more costly in 2013.

In terms of perceived difficulties and costs expressed by enterprises that do not have
ESCs, air quality seems to be the most challenging requirement. It is closely followed by fire
and heat requirements. Comparing the perceived and actual difficulties and costs related to
ESC compliance, it is visible that perceived and actual compliance parameters match closely
when it comes to costs, but they depart notably when it comes to difficulties. To illustrate,
note how the requirements about air quality, heat and noise management are perceived to be
more difficult than they actually are according to the compliant enterprises with ESCs. This
seems to be indicative of non-compliant firms slightly overestimating the difficulty
associated with compliance in these domains. The opposite is seen in the case of fire
regulations, where enterprises without an ESC appear to be underestimating the demands
associated with complying with environmentally responsible fire management. Fire
requirements are perceived to be difficult by 26.4 per cent of firms who are non-certified,
but experienced as difficult by 28.7 certified firms.
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Table 9.4: Difficulty and Cost of Environment Standards Certificate Compliance

Most difficult (%) Most costly (%)
Requirement 2011 2013 All 2011 2013 All
Panel (a) Enterprises with the ESC
Air quality 28.4 26.8 27.6 46.0 323 38.8
Fire 23.5 334 28.7 20.1 27.5 24.0
Heat 10.4 12.3 11.4 14.2 11.1 12.6
Lighting 1.7 2.8 2.3 1.0 3.2 2.2
Noise 7.3 8.2 7.8 5.2 6.7 6.0
Waste disposal 13.2 6.0 9.4 4.5 7.9 6.3
Water pollution 14.2 9.5 11.7 8.0 10.8 9.4
Soil degradation/pollution 1.4 0.6 1.0 1.0 0.6 0.8
Total number 289 323 612 289 322 611
Panel (b) Enterprises without the ESC
Air quality 33.2 27.2 30.1 45.6 31.6 38.3
Fire 26.7 26.4 26.6 22.1 25.7 24.0
Heat 12.5 18.6 15.7 14.1 15.9 15.1
Lighting 2.4 2.3 2.3 1.3 2.0 1.7
Noise 14.3 16.5 15.4 6.6 14.4 10.7
Waste disposal 3.9 3.3 3.6 4.3 3.9 4.1
Water pollution 6.2 4.9 5.5 4.7 54 5.1
Soil degradation/pollution 0.8 0.8 0.8 1.3 1.1 1.2
Total number 1,284 1,436 2,720 1,284 1,417 2,701

To measure the ease of obtaining an ESC, we consider how many days it takes to
obtain the document. The average time was around 19.5 days in 2013 and 18 days in 2011.
Compared to the time needed to obtain other legal documents necessary for doing business,
such as Business Registration Certification of Technology Transfer Certificate, which take
46 and 20 days respectively, obtaining an ESC represents a fairly faster process. However,
compared to other legal documents, such as Social Insurance Registration Certificate,
Investment Certificate or Fire Prevention Certificate that take around 15 days to get,
obtaining an ESC takes somewhat longer.

As Figure 9.3 shows, enterprises mostly focus on fulfilling the requirements for
environmentally responsible fire management. Fire management took most effort in both
2011 and 2013, with 33 and 35 per cent of enterprises with ESC respectively, reporting to
have been dedicated to fulfilling this requirement. Lighting and heat are treated by
approximately a quarter of surveyed enterprises with an ESC. We observe a substantially
higher effort in treating lighting and heat requirements in 2013 compared to 2011. The only
area with lower level of activity than in 2011 is air quality management.
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Figure 9.3: Which Environmental Factors Enterprises Treat? (per cent)
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In the final part of this section, we look at the investments in equipment for
environmental standards. Figure 9.4 contains information about the investments in
equipment in 2011 and 2013. All values are adjusted for inflation.

Figure 9.4: Investments in Equipment for Environmental Standards
(billion VND, real values)
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On average, there were more investments in environmental equipment in 2011 than in
2013. The total amount invested declined by around 40 per cent, from 155 billion VND in 2011
to 96.5 billion VND in 2013. The SMEs invested the most in equipment that protects against
soil degradation and water pollution, while the investments in other types of equipment were not
substantial. We see that in 2013 investments in equipment that prevents soil degradation had the
highest real value of around 50 billion VND. While the same type of equipment featured in
2011, its cost was four times lower than the cost of equipment for mitigating water pollution.
Firms invested more in equipment for waste disposal and equipment against noise damage in
2011 than in 2013. The investments in environmental equipment were made recently for
majority of enterprises, coinciding of course with the Environmental Law coming to force. On
average, environmental equipment is six years old, with water disposal equipment being slightly
older than other types of equipment (7.4 years old on average).
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10. TRADE AND SALES STRUCTURES

In order to develop export-oriented policies and uncover whether it is sensible to
encourage enterprises to export, it is important to understand the export behaviour and the
general sales structures of Vietnamese manufacturing enterprises. This section provides an
overview of the trade and sales structures on the basis of insights from the 2013 SME
survey.

10.1. Export Behaviour

Table 10.1 provides an overview of exporting enterprises disaggregated by age, size,
location and ownership type. In 2013, 150 out of surveyed 2,461 enterprises engaged in
exporting activities, corresponding to 6.1per cent of the whole sample. This compares to 6
per cent in 2011 (145 enterprises). Out of the 150 exporting enterprises in 2013 only 29 are
micro enterprises corresponding to 1.6 per cent of the whole sample. Excluding the micro
enterprises therefore increases the share of exporting enterprises to 21 per cent. Looking at
the balanced panel, 117 out of the 1,988 enterprises exported in 2011 (6 per cent). This
number increased to 133 exporting enterprises in 2013 (6.7 per cent), indicating that more
enterprises become exporters over time.

Theory suggests, on the one hand, that enterprises that are more technically efficient
become exporters because they are able to compete on the international market. On the other
hand, enterprises may learn from exporting. Enterprises that participate in export markets
learn to reduce costs and design products that appeal to foreign consumers, inducing them to
become successful exporters.

Table 10.1: Exporting Enterprises (Percentages)

2011 2013

All 6.0 6.1
Size Micro 1.4 1.6
Small 10.9 13.1
Medium 38.2 35.6

Location Rural 4.0 4.7
Urban 8.8 7.9

Ownership type  Households 1.6 1.8
Private/sole proprietorship 7.8 7.1
Partnership/Collective/Cooperative 9.2 14.5
Limited liability company 18.0 15.6
Joint stock company 10.9 13.8

According to Table 10.1, a clear enterprise size-effect exists: Larger enterprises have a
higher probability of exporting. Urban enterprises are more likely to export than rural
enterprises. Ownership type also plays a significant role in determining whether an
enterprise exports. Household enterprises are unlikely to export, while around 15 per cent of
the limited liability and the joint stock companies export.
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Table 10.2 presents details on the exporting enterprises. Out of the 150 exporting
enterprises, only 68 enterprises provided information on the questions stated in Table 10.2.
The average number of foreign customers is four. Around 25 per cent of the exporting
enterprises only have one customer, and 10 per cent of the enterprises have ten or more
customers. This illustrates that exporting enterprises have relatively few foreign trading
partners when engaging in direct exports, suggesting that these enterprises are more demand
specialised compared to non-exporters. The exporting enterprises sell around one half of all
sales in foreign markets: 48.2 per cent of total sales revenue comes from exporting. This
share is higher for rural enterprises compared to those located in urban areas.

Table 10.2: Details on Exporting Enterprises (Percentages)

All Urban Rural

Observations (68) (44) (24)
Number of direct export customers 3.7 3.3 4.5
What percentage of sales did the enterprise export 48.2 45.8 52.6
Receive product specifications, designs or materials from customer 76.5 75.0 79.2
Use legal advisers when entering direct export contracts 42.6 52.3 25.0

Cooperation with foreign partners provided technology or expertise directly ~ 66.2 61.4 75.0

Note: Some 68 enterprises out of 150 exporting enterprises responded to all the questions considered in the table.
The characteristics of the exporting enterprises are calculated using the survey data from 2013.

On average 8 out of 10 enterprises receive product specifications, designs or materials
from their foreign customers and over 60 per cent of exporting enterprises were directly
provided with technology or expertise from their foreign trading partners which they would
otherwise not have had access to. Some 40 per cent of enterprises use legal advisers when
entering direct export contracts. Rural enterprises are far less likely to use legal advisers
compared to urban enterprises, which could be a sign of less developed legal services in
rural areas. Finally, exporting enterprises are more likely to advertise. One third of the
exporting enterprises advertise while only 11 per cent of the non-exporting enterprises
advertise, suggesting that visibility is more important for exporting enterprises.

An additional characteristic of exporting enterprises is that exporters on average have
higher earnings compared to non-exporters. Table 10.3 reports total revenue per full-time
employee and total net profit per full-time employee depending on whether the enterprise is
exporting or not. Exporting enterprises earn on average 112 million VND per full-time
employee compared to 61 million VND per full-time employee in non-exporting enterprises.
Independent of enterprise size and location, total revenue per full-time employee is
substantially larger for exporting enterprises. Looking at total net profit per full-time
employee, and excluding the urban firms, exporting enterprises independent of size and
location enjoy a higher net profit per employee than non-exporting enterprises. The
difference in net profits is not large on average, but the gradient becomes higher when
specific enterprise categories are considered separately. For example, micro and small firms
from rural areas seem to do better as exporters than their non-exporting counterparts.
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Table 10.3: Average Revenue and Net Profit per Full-time Employee

Total revenue per full-time employee Total net profit per full-time employee
Exporting Non-exporting Exporting Non-exporting
All 112.3 61.2 9.6 9.0
Micro 73.3 56.3 10.6 9.4
Small 130.5 75.1 9.9 7.8
Medium 106.8 80.9 8.6 8.4
Urban 113.9 73.9 8.8 10.4
Rural 110.2 51.9 10.7 8.0

Note: Numbers in million VND.

Without examining causality, results of probit estimations for determining export
performance are reported in Table 10.4. The estimations include the standard firm
characteristics, the logarithm of real revenue, the average real wage rate per employee, and
indicators for whether the enterprise introduced a new products or technology into the
production process.

Table 10.4: Export Determinants

Coefficient z-stats
Age No. of years (x1,000) 0.095 (1.27)
Size No. of employees (x1,000) 0.475** (2.39)
Total revenue log (x100) 1.346%%* (5.36)
Wage mean Million VND per employee 0.007 (1.17)
Introduced new product Yes=1 0.003 (0.15)
Improved existing product Yes =1 0.018** (2.52)
Location Ha Noi -0.004 (-0.85)
Phu Tho -0.006 (-0.90)
Ha Tay 0.011 (1.32)
Hai Phong -0.015%** (-4.34)
Nghe An -0.014%** (-3.46)
Quang Nam -0.013%** (-3.05)
Khanh Hoa -0.009%** (-1.98)
Lam Dong -0.012%** (-3.00)
Long An -0.008 (-1.48)
Ownership Private/sole proprietorship 0.011 (1.03)
Partnership/Collective/Cooperative 0.039 (1.36)
Limited liability company 0.025** (2.28)
Joint stock company 0.024 (1.32)
Sector dummies included Yes
Observation 2,372
Pseudo R-squared 0.328

Note: Probit, marginal effects. Un-weighted robust standard errors. *, ** and *** indicate significance
at 10%, 5% and 1% level, respectively. Base: HCMC, Household firm, food processing (ISIC 15).
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Summarising, we find several interesting results. First, real revenue per employee is
positively associated with being an exporting enterprise, as suggested in Table 10.3.
Secondly, the average wage payment is positively related to being an exporting enterprise,
suggesting that workers employed in exporting enterprises on average receive a larger wage
payment compared to workers employed in non-exporting enterprises. Taken together,
enterprises with higher productivity, correcting for firm size, are more likely to be exporters.
Thirdly, exporting enterprises are not more likely to introduce new products in the
production process, but they are more likely to make improvements of the existing products.
Enterprises engaged with exporting activities meet a broader spectrum of competitors, so
cost-minimization through the innovation and diversification may be crucial for future
survival. Fourth, exporting enterprises are more likely to come from HCMC than from the
provinces of Hai Phong, Nghe An, Quang Nam, Khanh Hoa and Lam Dong. Lastly,
household enterprises have a lower probability of entering the export market than limited
liability companies. The likelihood that firms with other legal structure enter foreign markets
is not significantly different from household enterprises.

Figure 10.1 shows main export and import destinations in 2013. Out of 150 exporting
enterprises, 85 enterprises provided information on their export destination and 65
enterprises provided information on imports of raw materials. China and Asian countries
remain the main destinations for export and sources of imported goods for Vietnamese
SME:s in 2013. The largest share of exported goods goes to ASEAN countries (around 17
per cent), Japan (16 per cent) and EU countries (15 per cent). Various Asian countries take
up 14.7 per cent of exported goods from SMEs, while the United States take up around 11.
Around 10 per cent of the raw material used in production is directly imported. Most
enterprises stated that raw materials are imported mainly from Asian countries. Some 27.5
per cent are imported from China, while only a minor share of enterprises imports raw
materials from the United States and EU (around 3 per cent each).

Figure 10.1: Export and Import Destinations
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One half of enterprises report that it takes less than two weeks to obtain customs
clearance for export with additional 20 per cent stating that it takes up to a month. Export
times vary a lot between enterprises, but around 40 per cent of 49 enterprises who answered
this question stated that it takes less than two weeks for the cargo to reach the main customer
after it has arrived at the destination of exit from Vietnam. Around 45 per cent of
enterprises report that it takes up to 14 days to obtain customs clearance for import inputs,
whereas 15 per cent of the enterprises experience an import time of raw materials of more
than one month.

10.2. Perceived Competition and Sales Structures

The second part of this chapter focuses on enterprise sales structures and the
enterprises perception of the level of competition in their line of activity. This subsection
focuses on the enterprise sales structure in 2013. The results do not change significantly
when only the balanced panel is considered.

Figure 10.2 gives an indication of the perceived competition faced by urban and rural
enterprises. Independent of location and firm size, around 90 per cent of the enterprises state
that they face some competition in their line of activity. While urban and rural enterprises
feel competitive pressure to a similar degree, small firms were the most frequent in stating
this concern. Reflecting at the past two-year period, 72 per cent of enterprises report that the
competition level has increased since 2011, whereas 24 per cent think the competition level
stayed the same. Only three per cent of enterprises stated that the exposure to competition
declined. This pattern holds for urban and rural enterprises alike, but the sentiment of
increased competition was not as fierce among the rural enterprises as it was among the
urban ones. Following figures illustrate this point: while 63 per cent of rural enterprises felt
that the competitive pressure has increased compared to two years ago, as much as 84 per
cent of urban firms stated the same. Around five per cent of rural firms felt that the level of
competition decreased, but only one per cent of urban firms felt the same.

Figure 10.2 also shows the share of enterprises that have accumulated goods which are
difficult to sell. Some 38 per cent of enterprises have accumulated goods in inventory which
are hard to sell, corresponding to 927 enterprises. A larger share of the urban enterprises has
accumulated goods in inventory compared to rural enterprises: 47 compared to 31 per cent,
respectively. Micro firms have accumulated almost two times less inventory than small and
medium firms. Compared to 2011 we see a higher level of accumulated goods in 2013 — an
increase from 33 to 28 per cent. This holds for all firm sizes and especially for urban firms,
whose stock has increased by 19 percentage points. Rural firms are the only exception as
they decreased the amount of accumulated goods by nine percentage points since 2011.
While rural firms escaped the accumulation of goods that are difficult to sell, they were the
most commonly exposed to strong competition. On average, firms felt less competition in
2011 compared to 2013, but the situation is opposite for urban and medium-sized firms.
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Figure 10.2: Perceived Competition (Percentage)
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We now examine the SMEs’ perceptions of competition from various sources in order to
determine the main source of competition within manufacturing. The enterprises were asked to
rank the perceived level of competition on a four-point scale and the average scores are presented
in Table 10.5. Even though a vide majority of surveyed firms stated that they feel competitive
pressure from their business environment, the average perceived level of competition is moderate
as shown in Table 10.5. This suggests that many of the surveyed enterprises are operating in
market niches that are unattractive for larger and more advanced firms.

Table 10.5: Perceived Competition from Various Sources

Perceived competition from:

Observations  State Private Private ~ Legal Smuggling Other
enterprises  formal informal imports sources
enterprises enterprises

Total Sample (2,149) 1.9 2.7 2.9 1.7 1.6 1.7
Urban (931) 1.7 2.5 2.8 1.5 1.5 1.5
Rural (1,218) 2.2 3.0 3.0 2.1 1.9 1.9
Households (1,326) 1.7 24 2.9 1.5 1.5 1.6
Private/sole proprietorship (180) 2.3 3.0 2.9 1.8 1.7 1.7
Partnership/Collective/ (49) 25 3.0 2.9 2.1 2.0 1.7
Cooperative
Limited liability (493) 23 32 2.9 2.1 1.9 1.8
company
Joint stock company (101) 2.6 3.2 3.1 2.0 1.7 1.5

Note: The level of competition was ranked as follows: 4 = severe competition, 3 = Moderate competition, 2 =
Insignificant competition, 1 = No competition, so the higher the number the higher the level of competition
perceived. Missing information on 312 enterprises.
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Overall, the highest level of competition is perceived to be coming from non-state
(private) informal enterprises independent of location and ownership type. This is closely
followed by the competition perceived from formal private firms. Firms dealing with
smuggled goods are considered as least serious competitors. State enterprises, legal imports,
and other sources are not considered to pose much threat. On average, these sources of
competition are ranked as moderate. However, we can observe small differences between
firms in terms of their location and legal status in that private enterprises are more important
competitor to joint stock companies than other legal enterprise forms. Rural enterprises take
most notice of other private firms (both formal and informal) and consider them as the
highest source of competition. Further on, competition from state enterprises is on average
considered to be insignificant, with the possible exception of limited liability companies and
partnership/collective/cooperative enterprises. This may reflect the fact that the typical
Vietnamese SME is likely to manufacture goods that differ from those of larger and more
modern firms.

To respond to competitive pressures, enterprises have taken several steps. For
example, 20 per cent of enterprises have introduced new products as a response to domestic
and foreign competition and 30 per cent of enterprises have made improvements of existing
products for the same reason. Introducing new technology was a way of coping with
competitors for 40 per cent of enterprises. The same proportion of enterprises believes that
increasing the level of informal payments can mitigate the effects of competitive
environment.

As stated above in Figure 10.2, some 38 per cent of enterprises have accumulated
goods. Figure 10.3 shows why enterprises find it difficult to sell the accumulated goods in
inventory. The most important reason is that there are too many of the same products on the
market. The second most important reason for why enterprises find it difficult to sell
accumulated goods is that they do not have access to sales channels. Around five per cent of
firms believe that the quality of the accumulated inventory is too low for selling. This
pattern holds for both urban and rural enterprises.

One way to avoid problems with accumulated goods is to produce on advance orders.
Some 60 per cent of enterprises almost always produce on advance order, whereas only 11
per cent never produce on advance order (results not shown). Larger fraction of urban
enterprises (around 65 per cent) than rural enterprises (around 54 per cent) almost always
produces on advance order. There is a huge variation in using advance orders among firms
of different legal status and size. Only one half of household establishments produce on
advance order, while 74 per cent of joint stock companies routinely does so. Around 86 per
cent of medium-sized firms follow advance orders, but this is the case for only 53 per cent
of micro firms. These findings illustrate that larger firms are surely better equipped for
dealing with competitive business environment.
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Figure 10.3: Main Difficultiesin Selling Accumulated Goods (per cent)
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The results of a probit estimation for determining perceived competition using the

standard characteristics is reported in Table 10.6. Indicators for accumulated goods in
inventory, exports and the number of customers are also included. Without examining
causality, we can conclude that a larger customer base and accumulated goods in inventory
are positively associated with enterprises’ perceptions of competition. Firms that are located
in HCMC are likely to perceive less competition than firms in Quang Nam, Khanh Hoa and
Lam Dong. It seems that households have lower perception of competition of the market of
which they operate in than limited liability companies and joint stock companies. This is in
accordance with descriptive results from Table 10.5.

Table 10.6: Determinants of Perceived Competition

Coefficient z-stats
Enterprise Size No. of employees (x1,000) -0.335 (-1.15)
Customer base No. of customers 0.007 (1.17)
Accumulated goods Yes=1,No=0 0.097*** (8.13)
Export Yes=1,No=0 0.003 (0.13)
Location Ha Noi 0.014 (0.68)
Phu Tho -0.055** (-2.00)
Ha Tay -0.026 (-1.11)
Hai Phong -0.056* (-1.67)
Nghe An 0.010 (0.49)
Quang Nam 0.043** (2.17)
Khanh Hoa 0.097*** (9.43)
Lam Dong 0.094%** (8.37)
Long An -0.050 (-1.45)
Ownership Private/sole proprietorship 0.029 (1.44)
Partnership/Collective/Cooperative 0.033 (1.01)
Limited liability company 0.038** (2.38)
Joint stock company 0.050** (2.31)
Sector dummies included Yes
Observation 2,461
Pseudo R-squared 0.09

Note: Probit, marginal effects. Un-weighted and cluster robust standard errors. *, ** and *** indicates significance at a 10%,
5% and 1% level, respectively. Base: HCMC, Household firm, food processing (ISIC 15).
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We now turn to the use of production and characteristics of the enterprises’ customer
base. Table 10.7 looks at the use of enterprise output. Slightly more than40 per cent of the
produced output is used for final consumption and the same share of the produced output is
used as an intermediate input in services. This leaves approximately 15per cent of the output
to be used as intermediate inputs in agriculture and manufacturing. A larger share of
production is used for final consumption in rural enterprises while a larger share of output
produced by urban enterprises is used as intermediate inputs in manufacturing and services.
Enterprises that feel exposed to competition sell a lower share as final consumption than
enterprises facing a lower level of competition.

Compared to the 2009 survey, the 2013 data show a lower rate of goods sold as
intermediate inputs in services (CIEM, DoE, ILSSA, 2010). The share of goods sold with this
purpose was 48.5 in 2009. Another difference is the increase in the proportion of goods for
final consumption that raised from 32 per cent in 2009 to 42 per cent in 2013. This increase is
observed for both urban and rural firms. Compared to 2009 figures on the share of sales aimed
at final consumption, we see that the gap between firms exposed to competition and firms who
feel that they do not face any competition has largely decreased. In 2009, the difference
between these two categories of firms was around 10 percentage points, while it was only 1.6
percentage points in 2013. Further on, the data show an average decline in sales of goods
aimed for intermediate outputs in manufacturing of around five percentage points.

Table 10.7: Use of Production (per cent)

No

All Competition competition Urban Rural
Observations (2,461) (2,164) (297) (1,062) (1,399)
Final consumption 42.0 41.8 43.4 334 48.6
Intermediate inputs in agriculture 1.4 1.5 1.3 1.4 1.5
Intermediate inputs in manufacturing ~ 12.7 13.2 9.5 16.7 9.7
Intermediate inputs in services 42.0 41.8 43.8 45.7 39.3
Don't know 1.8 1.8 1.8 29 0.9

As mentioned in Chapter 6, diversification in demand is thought of as the number of
customers. Diversifying the customer base can make enterprises less vulnerable to demand
shocks. Table 10.8 reports that around one half of the surveyed enterprises have more than
20 customers. Enterprises being exposed to competition have only slightly larger customer
base than enterprises without declared competitive pressure. Albeit small, this difference
may indicate that enterprises seek to avoid demand shocks and decrease competition through
customer diversification. Further on, rural enterprises tend to have slightly larger customer
base compared to urban enterprises.

Manufacturing firms interviewed in the 2013 survey round sell to customers located on
average 43 km away from their production premise. Figure 10.4 provides an overview of the
location of customers relative to the enterprise location. There are sizeable differences in the
location of customers between urban and rural enterprises. However, this difference is
within province where 79 and 87 per cent of the customers are located, respectively. Around
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68 per cent of the rural enterprise customers are located within the same commune or
another commune within the same district. For urban enterprises, this number is 43 per cent.

Table 10.8: Customer Base (per cent)

No

All Competition competition Urban Rural
Observations (2,461) (2,164) (297) (1,062) (1,399)
Exclusively one customer 1.2 1.1 2.4 0.9 1.5
2-5 customers 9.0 8.9 9.8 7.5 10.1
6-10 customers 16.9 16.9 17.2 154 18.1
11-20 customers 254 254 25.6 29.5 22.3
Over 20 customers 47.5 47.8 45.1 46.7 48.0

On average, only 7 per cent of the customers are located in non-neighbouring provinces
and while urban firms supply customer in more distant provinces in 9 per cent of the cases,
rural enterprises do so in 7 per cent of the cases. The same pattern of supplying nearby
customers was observed in the 2009 survey and the numbers have minimally changed since
then (CIEM, DoE, ILSSA, 2010). The major difference is that rural enterprises have even
more local customers: the share of customers within the same province increased from 81
per cent in 2009 to 87 per cent in 2013. The share of customers located in the same
commune increased for rural firms from 65 per cent in 2009 to 68 per cent in 2013. The
same indicator for urban enterprises increased from 34 to 43 per cent in the same period.

Figure 10.4: Location of Customers (per cent)
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The general sales structure of the most important product is shown in Table 10.9.
Slightly over one half of enterprises sell their most important product to domestic non-state
enterprises, whereas 38 per cent sell to individual local people. Compared to the data from
2009, we see an increase in the rate of selling to locals (CIEM, DoE, ILSSA, 2010). There was
an increase from 31 per cent to 38 per cent in 2013. We also see a decline in the rate of selling
to domestic private enterprises that decreased from 60 per cent in 2009 to 53 per cent in 2013.
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Table 10.9: Sales Structure (per cent)

All Competition com[i?i tion Urban Rural
Individual local people 38.3 38.1 40.0 30.0 44.6
Tourists 0.6 0.6 0.5 0.4 0.7
Non-commercial government authorities 1.2 1.3 0.9 0.7 1.6
Domestic non-state enterprises 53.0 52.9 53.2 58.8 48.6
State enterprises 4.1 4.3 2.3 5.6 2.9
Foreign invested companies 1.3 1.4 0.2 2.2 0.6
Export 1.6 1.4 2.9 2.3 1.0

The result from Table 10.5 on use of production is confirmed: Enterprises that feel
strong competitive pressure mainly sell products to other domestic non-state enterprises as
intermediate inputs. Rural enterprises sell a relatively larger share to individuals and non-
commercial government authorities, while urban enterprises sell a relatively larger share of
their main product to domestic non-state enterprises. It appears that urban enterprises most
frequently supply state enterprises. Moreover, it is confirmed that exporting enterprises are
primarily located in urban areas. Exporting enterprises that also sell to local consumers
(final consumption) experience less severe competition compared to non-exporting

enterprises.

The main criteria for setting prices are shown in Table 10.10. Some 78 per cent of
enterprises use a fixed mark-up over production and 15 per cent set prices on the basis of
individual negotiations with each customer. Firms feeling exposed to competition do not
depart from the average price-setting pattern of behaviour. However, firms stating that they
do not face competition engage more frequently in individual negotiations with customers
than other enterprises. Rural enterprises are more likely than other firms to charge prices
similar to their competitors. The preferences of SMEs have not changed in this regard
compared to 2009 survey. The overall impression is that they more readily use fixed mark-
up over production and less individual negotiations now than in 2009.

Table 10.10: Main Criteria for Setting Prices (per cent)

No

All  Competition competition Urban  Rural
Fixed mark-up over production 77.8 78.3 74.1 79.7 76.3
Charge similar prices as competitors 6.1 6.3 4.7 4.4 7.4
Sf;;iiiiggewmt lower prices than closet 0.9 0.9 0.7 15 0.4
Individual negotiation with each customer 14.9 14.2 19.9 13.8 15.7
Price is government controlled 0.3 0.3 0.3 0.5 0.1
Other 0.1 0.1 0.3 0.1 0.1

-219-



CHARACTERISTICS OF THE VIETNAMESE BUSINESS ENVIRONMENT

In the final section of this chapter, we look at the type of advertisement used by SMEs.
In the 2013 sample, some 13 per cent of the enterprises advertised. This is only a two
percentage point increase compared to 2009. The average amount used on advertising was
31.8 billion VND. Even though urban enterprises were twice as likely to advertise than rural
enterprises, they spent slightly less than rural firms on advertising in 2013. Urban firms
spent 31 billion VND on advertising while rural enterprises spent 33 billion VND. This may
reflect the fact that it is more difficult for rural enterprises to attract and keep customers.

Among the exporting enterprises 41 per cent advertises while 11 per cent of non-
exporting enterprises does the same. Figure 10.5 illustrates the type of advertisement used
depending on enterprise location.

Figure 10.5: Type of Advertisement (per cent)
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Advertising on the Internet seems to be the most popular for al firms. This is followed
by newspaper advertisements and promotions in trade fairs. Huge differences exist between
urban and rural enterprises in respect to where they advertise. While 76 per cent of urban
enterprises focuses on Internet advertisement, 39 per cent of rural firms do the same. Around
45 per cent of the rural enterprises use street posters, whereas only 16 per cent of the urban
firms use this advertisement strategy. Newspapers are used slightly more by urban than rural
firms: 36 and 29 per cent, respectively. Notably, radio and TV are two of the least used
types of advertisement perhaps because the prices are prohibitively high. Indeed, firms who
advertise on TV paid on average 86 billion VND and firms who advertise on radio paid 135
billion VND on advertising in 2013, which is much larger than the average sum spent on
advertising by all firms in the sample.

The results of probit estimation for analysing which factors determine firm’s decision
to advertise are reported in Table 10.11. The estimation is based on the usual firm
characteristics and education, level of competition, accumulated goods in inventory, access
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to internet and having a website. According to the estimation results, larger enterprises are
more likely to advertise as well as enterprises with access to Internet and website. As
expected, enterprises that experience competition in their line of business are more likely to
advertise. The probability of advertisement is lower for households than for other ownership
types. Finally, none of the provinces advertise differently than HCMC, suggesting perhaps
even attitude towards advertising in face of competition across provinces.

Table 10.11: Determinants of Advertisement

Coefficient t-stats
Enterprise Age No. of years (x1,000) -0.317 (-0.57)
Enterprise Size No. of employees (x1,000) 0.632%** (3.07)
Professional education -0.016 (-1.11)
Competition 0.040%*** (3.60)
Accumulated goods -0.007 (-0.65)
Internet 0.638*** (13.04)
Website 0.068*** (3.63)
Ownership 0.769%*** (5.71)
Location Ha Noi 0.012 (0.69)
Phu Tho 0.051 (1.59)
Ha Tay -0.000 (-0.02)
Hai Phong 0.006 (0.30)
Nghe An 0.002 (0.12)
Quang Nam -0.020 (-0.94)
Khanh Hoa -0.019 (-0.89)
Lam Dong -0.034 (-1.50)
Long An 0.173%%* (3.30)
Sector dummies included Yes
Observation 2,449
Pseudo R-squared 0.49

Note: Probit, marginal effects. Un-weighted and cluster robust standard errors. *, ** and *** indicate
significance at a 10%, 5% and 1% level, respectively. Base: HCMC, Household firm, food processing (ISIC 15).
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11. CONCLUSION

We present below a summary of some of the most important findings from the
data and report.

e Around 70 per cent of surveyed enterprises stated that the international crisis still had a
negative effect on their doing business conditions in 2013 and only 15 per cent of
enterprises has not (at some point in time) felt the negative effects of the 2007/08 crisis
(reported in either 2011 or 2013). Overall, fewer firms in 2013 believe that the negative
effects of the 2007/08 international crisis will be only temporary as compared to 2011.

e As in 2011, micro sized firms are less affected by the crisis than their larger
counterparts. Moreover, while fewer firms felt affected by the 2007/08 international
crises in the south in 2011 (67%) as compared to 2011 (69%), firms in the northern part
of the country sensed an increase in constraints between 2011 (55%) and 2013 (71%). It
is surprising that in terms of the rural/urban split both urban and rural firms feel more
constrained by the international crisis in 2013 as compared to 2011. This is in contrast
to the 2009 survey round, when rural firms felt less constrained by the crisis (CIEM,
DoE, ILSSA, 2010).

e Between 2011 and 2013, a decrease in total employment of 7.4 per cent was observed.
Small and medium enterprises were reducing the number of full-time employees at a
higher rate than micro enterprises. However, several provinces have experienced
positive employment growth, such as Nghe An, Quang Nam and Lam Dong. Moreover,
employment growth was particularly seen in chemical industry, rubber and textile,
whereas shrinking sectors in terms of employment were vehicles and basic metals.

e The annual enterprise survival rate between 2011 and 2013 decreased to 90.6 per cent
from a figure of 92.2 per cent observed between 2009 and 2011. Urban centres like Ha
Noi and HCMC experienced above average firm exit rates. Also Hai Phong, Khanh
Hoa, Ha Tay and Lam Dong showed above average exit rates. Moreover, firms in paper
sector had the highest probability of exiting, which may point to some competitiveness
concerns in this particular sector.

e The overall impressions about the business environment do not appear to have been
improved compared to the previous survey period. As in 2009 and 2011, very few firms
are facing no constraints in doing business. Informality in payments and access to
finance remain some of the most serious problems, resembling very much the situation
between 2009 and 2011.

e (Compared to the previous report that covered the period between 2009 and 2011, there
is a slow-down in the rate of firms moving into the formal sector. Around 8 per cent of
the firms not formally registered in 2011 had obtained a business registration license
(and a tax code) by 2013. This number was 20 per cent in previous report (CIEM, DoE,
ILSSA and UNU-WIDER, 2012). Just as in previous report, there is some evidence of
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formalisation having a positive employment growth effect. As such, the government
should continue pursuing its current formalisation policies. However, formal registration
does not protect against exit, as a negative relationship between registration and survival
is observed.

More firms are making informal payments in 2013 than in 2011, and as in 2009, the
results show that formality and increases in the probability of paying bribes go hand-in-
hand. The analysis of the purpose of informal payments reveals that bribes increasingly
go to dealing with taxes and tax collectors as well as to obtaining connection to public
services. There is, however, a large share of undisclosed reasons for informal payments.
Finally, the data highlight that firms paying bribes have a higher probability of exit.
Perhaps an information campaign on the highly negative features of corruption may be
necessary to reduce the pressure of informal payments both for those who demand
themand those who supply.

One part of the difficulties related to the economic crisis is the increase in the number of
laid-off workers, who are likely candidates for establishing micro-enterprises. Thus,
policies that are supportive of efficient and inexpensive formalisation are expected to be
especially beneficial for this sensitive socio-economic category.

The average enterprise is relatively specialised and fewer firms diversified in 2013 as
compared to 2011. Larger firms are more diversified than micro firms. As such, product
diversification does not seem to be a tool for risk reduction among the Vietnamese
manufacturing SMEs. Likewise, there was a sharp decline in innovation between 2011
and 2013, both in terms of introducing new products and improving the existing ones.
Especially rural micro firms are driving this decline. Results show that this decline
could be a problem for future dynamics, as innovation through the improvement of
existing products is positively related to firm performance. Therefore, an increasing
policy focus should be given to the improvement of the innovative capacity of SMEs.
Labour productivity has declined between 2011 and 2013, and the decline is especially
driven by micro rural enterprises. Enterprises located in the south have a higher level of
labour productivity compared to their northern counterparts. Especially the furniture and
food processing sectors have seen a large labour productivity decrease between 2011
and 2013. An increased policy focus should be given to this issue if Vietnam is to
follow a sustained and inclusive employment growth path.

The share of enterprises making investments has declined since 2011, and it is especially
micro-sized urban firms in the south that have contributed to this decline. The average
amount of the investment financed by retained earnings has declined compared to 2011,
and a higher share of investments is financed by informal loans. In light of the current
investment decline, economic policies should address the declining investment trend
coupled with an increasing shift towards the use of informal credit among the SMEs.

The credit availability from formal sources appears to have increased compared to 2011.
Nevertheless, around 37 per cent of enterprises can still be considered credit
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constrained. This number is only two percentage points lower than in 2011. Twice as
many firms obtain informal loans as compared to formal ones, and around 70 per cent of
the constrained group (in formal credit markets) has access to loans from informal
sources. Remembering that informal loans finance only 13per cent of total investments
shows that informal loans are small but a frequent part of Vietnamese SMEs financing
scheme. Household firms are less likely to obtain informal credit, which means that
more formal (non-constrained) entities also rely on informal sources of financing
investments. What follows is a suggestion that policies should ease formal loan access,
reflecting the fact that informal credit sources cannot assure an inclusive growth path
sustained by investments in the SME sector.

Compared to 2011, there were no changes in the labour force share of regular workers.
There was, however, a decrease in the proportion of full time workers and an increase in
the use of female and casual workforce. When the economy is stable and the confidence
in the future is high, firms tend to hire more regular workers and less casual workers.
The data on the labour force from this survey round unfortunately indicate that a
recovery from the global economic crisis still has not been completed.

As in 2011, recruiting difficulties exist. Since the share of well-educated workers is
relatively high, it seems that these recruiting difficulties may be due to lack of labour
market information rather than an actual lack of skilled workers. This suggests that a
strengthening of information systems would benefit both workers and firms and could
help match worker skills and job functions.

Higher education level of workers is positively correlated with growth of wages.
However, it should be noted that average individual wages vary considerably by
occupational category, and across all occupations wages are higher for men than for
women. Coupled with a slight increase in the female labour share, this may mean that
under the financial pressures, SMEs are employing more female workers as a way of
decreasing costs. With regard to the empowerment of workers, those employed in larger
firms benefit relatively more from firm gains through a higher wage. On average, the
provision of all types of benefits appears to have decreased slightly since 2011, but there
is a huge variation within the benefit categories. Payments of social insurance, health
insurance, unemployment contributions and sick leave have increased since 2011. As
such the data seem to confirm that the education and remuneration policies focusing on
the empowerment of workers are taking hold.

For a large proportion of SMEs, environment-friendly activities remain out of scope
even though it is widely recognised that environmental certification can bring
commercial advantages. Very few enterprises have any real knowledge of the
environmental legal framework governing their relationship with the natural
environment. Correspondingly, compliance is weak with worrying potential
consequences for the natural environment. The role of government in this area is clear.
Policies should be directed to raising SMEs’ awareness of environmental issues and
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assisting them to implement legislation, assess their environmental performance and
upgrade skills and qualifications.

e The share of exporting enterprises was 6 per cent in 2013. It is noteworthy that the share
of exporters in the sample has remained the same since 2009, illustrating weak
capabilities of SMEs to enter and remain in foreign markets. A clear size effect is
observed in that larger enterprises have much higher chances of exporting. In general,
SMEs that export are characterised by few trading partners, suggesting that exporting
enterprises are highly demand-specialised. These enterprises also have high average
revenue per full-time employee.

e Independent of location, almost 90 per cent of surveyed enterprises face severe
competition in their line of activity. Private enterprises are regarded as the main
competitors independent of location and ownership type. This suggests that many of the
enterprises from our sample are operating in market niches that are unattractive for
larger and more advanced firms. Enterprises may seek to minimise competition and
avoid demand shocks through customer diversification.

In sum, the present report has provided, as is the case for previous reports, insights into
the ongoing situation of the SMEs in Vietnam and some of the main issues they face. The
outcome of this report is somewhat more disheartening compared to two years ago, because
the effects of the financial crisis seem to be lingering. This overview of the business
environment in Vietnam is very much reflective of the underlying structural challenges that
need to be addressed through a series of new policies and a new development strategy.
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