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Introduction

Basics

This paper presents solutions for cheap and efficient IT developments: Vietnam. It is mainly directed to United States Companies because this is where IT activities are the most developed.

Organization

The first chapter introduces Vietnam in general. The second chapter presents IT situation there. The third one is a summary of legal investment frame in Vietnam, followed by a short presentation of the canvasser.

Finally, the fifth chapter proposes some IT development solutions in the frame exposed before and the last chapter concludes the study.

Conventions

This document is divided in chapters, noted with Arabic figures (chap. 4). Each chapter is divided in sections and noted with Arabic figures and a division point (sect. 4.2). The sections are divided in paragraphs (§ 4.2.3), noted with three Arabic figures and division points in-between.
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1. Vietnam

1.1 Geography
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Fig. 1 Map of Vietnam in South-east Asia

North is China, west is Laos and Cambodia, according to fig. 1. Vietnam has 2500 km coast located east of the country and is globally a tropical area.

There are 2 main delta that constitute the richness of the country, due to fertility in these areas. North is Red River Delta and south is Mekong Delta.

Vietnam is a flat land except extreme north, where mountains are higher than 3000 meters and in the center with mountains higher than 2600 meters 2 and 6.

1.2 History

Vietnam has been fighting for freedom for a very long time: against Chinese since 111 b. J.-C. and for over a thousand years. After several dynasties, French came in 1859 and forced some reforms in order so set up their domination. After the victory against French in Dien Bien Phu, the “Accord de Geneve” (1954) pronounced splitting of Vietnam in two parts under and above the 17th parallel.

French left the country, letting the American army settle down in South Vietnam. This occupation bought undoubtedly prosperity during a decade in South Vietnam. Americans left the country 15 years later in 1975.

Reunified under communist regime, the country has had for 20 years a very poor economy, mostly because of the American embargo.

It forced Vietnam to co-operate with foreign countries by opening commercial relations since 89. Recently, summer 95; Vietnam entered ASEAN, the economical organization of south-east Asian countries.

1.3 America and Vietnam

For the past 20 years, United States of America had ambiguous relation with Vietnam, because of some delicate questions to solve first such as MIA (Missing In Action, or American GI lost during Vietnam war), etc.

The embargo officially raised in 94, relations are now bi-directional between Vietnam and USA. The American presence has been growing these past three years with settlement of embassy in Hanoi, then consulate in HCMC, and very recently, the official licensing of American Chamber of commerce in HCMC on October the 19th, 1998.

Now Vietnamese market is flooded with Korean, Chinese, Malaysian products. Their main characteristic is low price but poor quality. The great advantage of American products is quality and label. As example, some Vietnamese people are ready to pay 200% of Vietnamese price for American goods, with American label. 

1.4 Politico-economic situation

After 20 years of closed communist policy, Vietnam made easier commercial relations with foreign countries for economical reasons. So it is just a beginning now, but privatization of some markets in Vietnam began already (1989).

Things are difficult because of the passivity of communist structures. Working methods as bribe -especially developed in communist countries- or procrastination are common. This should be changed if Vietnam wants to take the way of the economic development. This will.

For historical reasons, South Vietnam is more developed than North Vietnam. One can notice than in some markets, about 70% of the country's activity are concentrated in HCMC. Neighbor countries as Thailand, Korea, China understand very well the potential of Vietnam by flooding the market with their products. But it is right to say that the ideological and geographical distance is smaller between these Asian countries. American companies who desire to develop an activity there should work a key-operator (see sect. 4.4).

My opinion is that politico-economic situation of Vietnam will derive to a market economy in the following ten years because of standardization of economic relations with foreign countries. Among them, United States of America will play a major role.

1.5 The people

Vietnamese culture derives from Chinese culture. The main religion is Buddhism (50 % of the population), but there are other significant ones such as Catholicism (10% of the population), "Hòa Häo" or Elders cult etc.

Vietnamese people are very hard workers. For example, the normal working timetable is more than 8 hours a day and 6 days a week. But these time and work notions are a bit different compared to ours, because Vietnamese do not hesitate to leave their working place to chat with a friend or a brother.

Ready to welcome, they are interested with everything that comes from outside the country. It can explain their particular pleasure to spare a lot of time speaking with foreigners. They are discrete and hide their feelings. Their reduced responsibility in working is probable consequence of 20 years of communism.

Now the Vietnamese people want to reach economical growth such as foreign countries. US is one of the main model of South Vietnamese people. Furthermore, they know that foreign countries can bring them investments. That is why they are ready to co-operate.
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The government is making all kinds of efforts to attract foreign investment because government knows it is the only solution to avoid chaos. This is directed by and according to the "Ç°i m§i" (or "renewal") policy.

Fig. 2 pyramid of political power in Vietnam

According to Fig. 2, there is alas a middle-class that does not want to change its habits because it is taking great advantages of the communist regime, such as extra-fees, bribes, etc.

My opinion is the importance of these two first groups -government and people- added to the profit fever will nevertheless widely compensate the reactionary efforts of this middle-class.

2 IT in Vietnam

Information Technology in Vietnam has been developing a lot for the past three years. As concrete proof the in-town observer can quote the small and prosperous computers shops opening every day.

Several tables follow to give to the reader an idea of the different IT companies in Vietnam. Nowadays, 1 USD= 14'000 DVN.

2.1 Vietnamese companies

Company
Turnover (VND(
Employees
Location
Telephone

1) Lac Viet Computer
32.0 billion
145
18 Truong Quoc Dung, PN, HCMC
(08) 8423333

2) Hung Vuong Computer


112 Hung Vuong, Dist.5, HCMC
(08) 8354513

3) Vietnam Electronic    & Informatic

285
15 Tran Hung Dao, Hanoi
(04) 8247969

4) Scitec
22.8 billion
140
52 Bui Thi Xuan, Dist. 1, HCMC
(08) 8330378

5) Infotek

04
16B Tran Binh Trong, Hanoi
(04) 8220842

6) Anh Quan
3.6 billion
55
90B Ly Thai To, Dist. 10, HCMC
(08) 8350913

7) Vietnam informatic
38.28 billion
15
59 T Nguyen Kiem, HCMC
(08) 8331062

8) Information Co.

45
45 Quoc Tu Giam, Hanoi
(04) 8250143

9) Hoang Tuan Co.
50 billion
75
258 Thuy Khue, Tay Ho, Hanoi
(04) 8470092

10) Nguyen Ha Co
23.2 billion
30
61 Nguyen Trai, Ben Thanh, HCMC
(08) 8399486

11) Sinh Liem Co
29 billion
62
124 Ton Duc Thang, Hanoi
(04) 8434709

12) Tecapro
116 billion
50
24 Nguyen Truong To, Hanoi
(04) 8233914

13) Technimex
49 billion
24
273 Dien Bien Phu, HCMC
(08 ) 8230458

14) Vietronics
134 billion
285
15 Tran Hung Dao, Hanoi
(04) 8441255

15) Factory of telecomunication
16 billion
69
118 Tran Quoc Thao, dist. 3, HCMC
(08) 8441316

16) One Co.
17.4 billion
60
57 Hang Chuoi, Hai Ba Trung, Hanoi
(04) 8210800

17) Fibi Co


250A Dien Bien Phu, HCMC
(08) 8243341

18) H & T Computer
15.54 billion
25
413/20A Le Van Sy, HCMC
(08) 8436362

19) TD & T
12.5 billion
138
103 Pasteur, dist.1,HCMC
(08) 8220590

20) TDC Informatic
116 billion
20
150ter Bui Thi Xuan, Dist. 1,HCMC
(08) 8395022 

21) T & C Information
68.44 billion
39
82 Truong Dinh, Dist. 1, HCMC
(08) 8295284

22) Thien Nam
34.8 billion
80
3 Tran Quoc Toan, Hanoi
(04) 84229591

23) NT & T Co.
65.9 billion
38
264 Nam Ky Khoi Nghia, HCMC
(08) 8243060

24) AIC

100
23 Phan Boi Chau, Hanoi
(04) 8251039

Fig. 3 Table of Vietnamese companies in Vietnam

2.2 100% foreign investment

Company
Investment in VN(USD(
Employees
Location
Telephone

1) Oracle Vietnam Pte
715,000
60
16 Le Dai Hanh, Hanoi
(04) 8269970

2) 3 Com
2.3 billion
5190
27/20 Hau Giang, Tan binh, HCMC
(08) 8331155

3) Compunet 


142 Nguyen dinh chieu, HCMC
(08) 8250136

4) Compunet VN


56 Nguyen Dinh Chieu, Dakao, HCMC
(08) 8100500

5) Hewlett-packard 
1,500,000
19
29 Le Duan, Dist. 1, HCMC
(08) 8234151

6) Fujitsu (Japan)
198,818,719

Industrial park Bien Hoa, HCMC
(061) 836565

7) Jenotel 
500,000

Room 609, 29 Le Duan, HCMC
(08) 8232900

Fig. 4 Table of 100% foreign investment companies in Vietnam

2.3 Joint-venture companies

Company
Investment in VN(USD(
Employees
Location
Telephone

1) Genpacific
3,166,667

391A Nam Ky Khoi Nghia, Q.3, HCMC
(08) 8441255

2) Novel
400,000

Hanoi


3) Empac


497 Hoa Hao, Dist. 10, HCMC
(08) 8556683

Fig. 5 Table of foreign IT Joint -venture companies

2.4 Representative offices

Company
Investment in VN(USD(
Employees
Location
Telephone

1) Digital (America)

20
14 Thuy Khue, Hanoi
(04) 8230322

2) Unisys


42 Le Dai Hanh, Hanoi
(04) 8227691

3) Elca Informatique 

SA (Swiss)

07
65 Nguyen Du, HCMC
(08) 8236481

4) Unicorp (Singapore)


35 Huynh Khuong Ninh, HCMC
(08) 8202583

5) CSA Automated (Singapore)

3
F4, Fosco building, Phung Khac Khoan, HCMC
(08) 8297921

6) Dong Nam Ass.


256 Nam Ky Khoi Nghia, Dist.3, HCMC
(08) 8299490

7) IBM (Singapore)


14 Thuy Khue, Hanoi
(04) 8436675

8) Intel semiconductor


243-243B Hoang Van Thu, HCMC
(08) 8443441

9) Microsoft 


Unit 10, 51 Ly Thai To, Hanoi
(04) 8251955

10) Microtec

8
9 Mai Hac De, Hanoi
(04) 8264149

11) Olivetti

8
95 Ba Trieu, Hanoi
(04) 8225040

12) Fujitsu


104 Tran Hung Dao, Hanoi
(04) 8227831

13) Thakral Brother

10
81 Dong Khoi, HCMC
(08) 8222856

14) Sahaviriya OA public

6
41 Nguyen T Minh Khai, HCMC
(08) 8226087

15) Intraco


52 Pham Ngoc Thach, Dist. 3, 
(08) 8258624

16) Comsyst

7
88 Tran Huy Lieu, Phu Nhuan, HCMC
(08) 8462044

17) GN Comtext


37 Ton Duc Thang, District 1, HCMC
(08) 8100140

18) Acer 


65 Le Loi, HCMC
(08) 8213883

19) GES (Singapore)


73 Dinh Tien Hoang, Dist. 1, HCMC
(08) 9100382

Fig. 6 Table of foreign IT representative offices

3 Forms of investment

3.1 Introduction

Foreign investment in Vietnam has mainly 3 forms: business co-operation contract (BOT), joint-venture (JV) and 100% foreign capital 5 p. 7. A special form of investment for infrastructure projects is called build-transfer and derived.

3.2 Business co-operation contract

This form is the lightest form of investment. It consists of the signature of an agreement with one or more partners, among which is at least one legal Vietnamese entity -mostly in the same area of business.

There is no Vietnamese legal structure for the foreign part.

Thus, the foreign part relies fully on Vietnamese side's legal frame and infrastructure. It is generally the first step to penetrate Vietnamese market. But such a choice supposes trust between the two partners as the only link of the foreign part is through the Vietnamese partner.

Return on investment (ROI) is based on the contract clauses.

3.3 Joint-venture

The Join-venture Company results from the decision between one or more foreign part and one or more Vietnamese part. Licensed under Vietnamese laws, this form of company could be compared to the Western model "Co. Ltd.".

Each part brings into the venture's legal capital according to contract clauses: mostly machines, technology transfer or foreign currency from the foreign part(s) and land or natural resources from the Vietnamese part(s). The foreign contribution should be at least 30% of the legal capital 5 p. 9.

A board of directors, representative of each part manages the new company. Decisions are taken with 2/3 of the votes. Day-to-day business operations are managed by the general director and vice-director among which stays at least one representative of the Vietnamese part. This leads to forced consensus of the venture and thus inertia, which often has been the cause of checkmate.

3.4 100% foreign capital

100% foreign capital company is a legal entity under Vietnamese law, once the licence has been delivered by the corresponding local authority- according to the volume of investment. Under total foreign management, this kind of investment ensures to the investor day-to-day business organisation independently of Vietnamese advice. Reason why more and more foreign companies choose this kind of investment 5 p. 12.

The government of Socialist Democratic Republic of Vietnam prefers investment involving a Vietnamese partner. Therefore, this kind of investment is the most expensive way to do business in Vietnam.

The general manager, not necessarily residing in Vietnam manages the company. In this case, the general manager has to delegate the day-to-day operation to a key operator, residing in Vietnam.

The first step of this kind of investment is generally to open a Resident Representative Office (RRO) which is a legal entity without any profit rights.

3.5 Build-transfer projects and derived

This kind of investment is composed of build-transfer (BT) projects, built-operate-transfer (BOT) projects and build-transfer-operate (BTO) projects.

These kinds of investment, mostly in infrastructure or urban fields, suppose an assignment of the project to the Vietnamese government after a determined period of time:

The case of BT projects is as follows: at the end of the construction of the project, it is transferred to the Vietnamese government, which creates necessary conditions for the foreign part to develop others projects offering ROI including benefit.

For BOT projects, the foreign part signs a contract with Vietnamese government to determine the calendar of Building, Operation and Transfer of the project. At the end of the construction, the foreign part dispose of the contractual duration to operate freely the infrastructure project and to get ROI including benefit.

Finally, The difference between BTO and BOT is that that the property of the infrastructure project is transferred immediately at the end of the construction. Then the government gives the right to the foreign part to operate the project according to the contract.

4 Xavier-Phuong: the canvasser

An up-to-date resume can be found on http://home.worldcom.ch:80/~xgogniat/curric_e.html

4.1 Origins

I was born in Fribourg, in French speaking part of Switzerland, from Swiss father and French-Vietnamese mother. There was no manifestation of my Asian origins until 20 years-old, period of my first family trip in Vietnam.

Since then, the “come back” motivation became stronger and stronger, though my status is a bit different from a Vietnamese living in Switzerland because of my native country. This resulted in me learning Vietnamese and intensifying my relations with Vietnamese people in Switzerland first, then in Vietnam during my 6 months-stay, summer 95.

Some typical Swiss characteristics such as loyalty in working and "just in time" self rule are essential in my way of working. Strong determination -this report is a good example- is one feature of my personality.

I discovered having a kind of particular interest for Vietnamese people with unforgettable personality, mainly because they are sensitive to my efforts directed to my Vietnamese origin.

Some language abilities have made my job fortunately easier: my mother tongue is French. And I have a good knowledge of English and German. After three years in HCMC, my Vietnamese is now fluent.

I may have a great advantage: a 100% European individual would make Vietnamese suspicious, and a 100% Vietnamese individual from abroad could be seen as a traitor, because he left the country and draws now jealousy. I am neither of them. As Eurasian, Vietnamese are sensitive to the part of myself that they considerate best: The Vietnamese or the European one.

4.2 Technical background

I studied and graduated electrical engineering, power electronic and automation, at Swiss Federal Institute of Technology (EPFL) in Lausanne. Follows some professional experiences:

Several times between July 93 to April 95 at ABB Industries AG (Baden/ Switzerland), as programming engineer, to develop a thermal calculation software under Microsoft Windows.

From January 96 to August 98 at ELCA Informatique SA (Lausanne/ Switzerland), as key-operator in Vietnam, where I have been studying the market and feasibility of the project. I finally opened and operated the RRO. Out of this commercial activity, I developed applications under Lotus Notes. (See translation of working certificate enclosed)

4.3 Management background

Management is essential for an engineer, if he wants to place himself in an evolutionary professional situation. That was my motivation to follow during my two last years of studies, on 25% basis, a special tuition named “management des technologies” (including law, accountancy, human resources management and enterprise creation project).

For this creation of enterprise project I had to carry out a market study in Switzerland, about a switch-on-computer box able to receive economically faxes on an IBM compatible machine. Developed by my brother and myself, rewarded with a federal Swiss prize, this switch-box seemed to be quite interesting for a lot of people. In order to do this market study; I created an led up a company named JEMANEP, involving 4 people altogether during 1 year with total success.

The experts and professors were enthusiastic with our achievement, and priced our work with a 9/10 mark. Unfortunately, it was impossible to concretize this project because of divergent career's plans of the partners. Among them, my Vietnamese project.

There is a lack of management in Vietnam. Dynamism and evolutionary way of working are not characteristic of Vietnamese people, and that is why American companies can find place in this country.

4.4 The idea

With these different abilities and backgrounds, I intended to take part to the development of Vietnam in working in the country for a foreign company, as "interface" between the company and Vietnam.

An American company intends to do business with Vietnam, after the new lifting of the US embargo and the new bilateral relations between Vietnam and America. This is a good idea. But it is wise to do business in Vietnam at first, through one or more key-operators, with a concrete experience of local practices, as the main difficulties for western businessman remain cultural problems 1 p. 22-23.

The way of working in Vietnam is totally different as in America. Thus, the Foreign expert shall invest a lot of time to get used to Vietnamese life, customs and habits. I propose to American companies to avoid this loss of time, where the expert is non-productive and has to acclimate with everything in Vietnam: mentality, way of living, traffic, language, etc.

5 IT opportunities

There are at least two forms of co-operation which are successful. As example, interface programming and user friendly additions take a lot of resources to develop in America and should typically be developed in Vietnam. In fact, these essential parts of the computer program don't add that much to the software functionality but much more to the customer satisfaction.

About the environment to start the software activity, it exists special Export Processing Zones (EPZ) and Industrial Zones (IZ), for special Hi-tech products or for those who are exclusively designed for foreign countries. In fact, they are comparable to special industrial areas, with tax facilities and the advantage to concentrate at lot of providers in the same area.

We can quote as example the Tan Thuan EPZ, south of HCMC, which has been especially designed to become a Software Zone for the next century. According to its documentation 8: High-quality infrastructure, duty-free import of fixed asset, 10% profit tax after 4 years tax holiday, etc.

In the following paragraphs, the author speaks of IT entity, which includes IT companies, IT associations or any other form of software developing centers.

5.1 Outsourcing

This is the lightest way of beginning an activity. As simple as to find an IT entity in Vietnam, foreign or local - both are financially interesting- and to begin to split the project to let a part of it developed by this IT entity in Vietnam.

Easy to say, not so easy to concretize. In fact every American IT company has its culture, its development standards. So whatever IT entity in Vietnam is not suitable. This IT entity in Vietnam should meet at least a part of your programming habits. It should also meet some western basics, without which it is not conceivable for your company to seriously develop software. This latter seems ridiculous to precise but replaced in the new context of Vietnam's IT, it gains of importance.

5.2 Creation of an entity

This way is chosen by most of the foreign IT investors, European as American. After looking for a while, they couldn't find a suitable partner. It permits to keep the confidentiality of the project as well as the internal standards and the knowledge.

This requires a bigger investment depending on the form of the investment (see chap. 3). But it ensures the total independence towards government and the other companies.

Rough investment's approximation

As discussed, there are at least two possibilities to make an IT business with success in Vietnam. Obviously, a mix between these two ways is also possible, and this is the amount of the investment that determines the composition.

According to the Fig. 7, here are approximations of unique settlement costs. Both forms of co-operation exposed in sec. 5.1 and sect. 5.2 has been taken with some hypothesis:

Scenario 5.1: with complete outsourcing to an IT entity in Vietnam

Scenario 5.2: with 100% foreign investment and a working team of 10 Vietnamese leaded by an expatriate manager and INTERNET as support of telecommunications with the head-office. Costs for the 3 first months.

Scenario
Office rent
Infrast.
Consult.
Personal
Taxes
Others
Total (USD(

5.1
-
-
2’000
-
-
1’000
3’000

5.2
6’000
30’000
20’000
36'000
10'000
10’000
112’000

Fig. 7 Table of rough investment to begin an IT activity in Vietnam

6 Conclusion

An American IT company will penetrate smoothly in Vietnamese market if it enters in Vietnam on time and is ready to invest on middle-term return basis. Because with the difficulties in Asia nowadays, it is the best moment to begin in Vietnam an activity that will be independent of the environment: cheap settlements costs without hard local marketing efforts.

It is wise to do business in Vietnam at first, through one or more key-operators, with local practice experience, as the main difficulties for western businessmen remain cultural problems 1 p. 22-23.

I am this key-operator.

GOGNIAT Xavier-Phuong, HCMC/ Vietnam on October the 20th, 1998.
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ASEAN
Association of South-East Asian Nations

BOT
Build-Operate-Transfer

BT
Build-Transfer

BTO
Build-Transfer-Operate

EPZ
Export Processing Zone

HCMC
Ho Chi Minh City, formerly Saigon

IZ
Industrial Zone

MPI
Ministry of planning and investment

ROI
Return on Investment

RRO
Resident Representative Office

USD
United States of America's Dollar

VAT
Value added tax

VND
Vietnamese Dong

Translation of working certificate








Lausanne, 30th September 1998

C E R T I F I C A T E
We the undersigned, ELCA Informatique SA, in Lausanne, Switzerland, hereby certify that

Xavier-Phuong GOGNIAT

is a computer science engineer, born on 21st January 1972, and comes from Lajoux (in the canton of the Jura). He worked for our company from February 1st 1996 to September 30th 1998 in order to set up a branch office and a production unit in Vietnam.

During the first stage of his assignment, his task was to do a few surveys on the Vietnamese market and during a second stage, he had to do surveys on labor, the motivation of employees etc.

After awhile, Mr. Gogniat worked as a go-between with the head office in Lausanne and the partners in Vietnam, notably with the post-graduate schools of HCM city and Hanoi. He worked from the very beginning on the ELCA Vietnam project until the branch office was implanted in HCM city, two years later. He also worked as a mediator in Switzerland between the post-graduate schools of both countries.

Since September 1st 1997, Mr. Gogniat was the manager of the branch office of ELCA Informatique in HCM, Vietnam. He had to make sure that all the business procedures were well implemented and assisted the local consultant of the new branch office to secure all necessary authorizations from the Vietnamese government. He was empowered to represent our company in the country.

Finally, Mr. Gogniat was in charge of finding office premises and hiring 12 employees for the new branch office. This branch office and the attached production unity officially exist since March 1998, to the entire satisfaction of the head office.

Other than his management tasks in Vietnam, he worked for the Quality Department and in the development of applications with Lotus Notes for head office clients.

Mr. Gogniat was a very qualified collaborator and we were entirely satisfied with his work. He achieved perfectly all the tasks given to him and the Board of Directors had entire confidence. 












cont’d

- 2 -

When Mr. Gogniat had completed successfully his assignment, it was mutually agreed by employeur and employee, to end the collaboration.

He leaves us of his own free will without any restraints on our part, except to respect all matters confidential to our company. We wish him all the very best in his career.

ELCA Informatique SA




D. Gorostidi




D. Dutoit




General Director




Director
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