AUSSEN
WIRTSCHAFT
BRANCHENREPORT
VIETNAM
MACHINE BUILDING/SMART FACTORY

AUSSENWIRTSCHAFTSCENTER HO CHI MINH CITY
NOVEMBER 2020

2
Unser vollständiges Angebot zum Thema Anlagenbau/Smart Factory (Veranstaltungen, Publikationen,
Schlagzeilen etc.) finden Sie unter wko.at/aussenwirtschaft/anlagenbau.

Eine Information des
AußenwirtschaftsCenters Ho Chi Minh City
Wirtschaftsdelegierter
MMag. Dietmar Schwank
T +84 28 7109 9781
E HoChiMinhCity@wko.at
W wko.at/aussenwirtschaft/vn
fb.com/aussenwirtschaft
twitter.com/wko_aw
linkedIn.com/company/aussenwirtschaft-austria
youtube.com/aussenwirtschaft
flickr.com/aussenwirtschaftaustria
www.austria-ist-ueberall.at
Ausarbeitung durch
Ms. Nguyen Giang

Dieser Branchenreport wurde im Rahmen der Internationalisierungsoffensive go-international, einer Förderinitiative des Bundesministeriums für Digitalisierung und Wirtschaftsstandort und der Wirtschaftskammer
Österreich erstellt.

Das Werk ist urheberrechtlich geschützt. Alle Rechte, insbesondere die Rechte der Verbreitung, der
Vervielfältigung, der Übersetzung, des Nachdrucks und die Wiedergabe auf fotomechanischem oder ähnlichem
Wege durch Fotokopie, Mikrofilm oder andere elektronische Verfahren sowie der Speicherung in
Datenverarbeitungsanlagen bleiben, auch bei nur auszugsweiser Verwertung, der Wirtschaftskammer Österreich
– AUSSENWIRTSCHAFT AUSTRIA vorbehalten. Die Wiedergabe mit Quellenangabe ist vorbehaltlich
anderslautender Bestimmungen gestattet.
Es wird darauf hingewiesen, dass alle Angaben trotz sorgfältiger Bearbeitung ohne Gewähr erfolgen und eine
Haftung der Wirtschaftskammer Österreich – AUSSENWIRTSCHAFT AUSTRIA ausgeschlossen ist.
Darüber hinaus ist jede gewerbliche Nutzung dieses Werkes der Wirtschaftskammer Österreich –
AUSSENWIRTSCHAFT AUSTRIA vorbehalten.
© AUSSENWIRTSCHAFT AUSTRIA DER WKÖ
Offenlegung nach § 25 Mediengesetz i.d.g.F.
Herausgeber, Medieninhaber (Verleger) und Hersteller:
WIRTSCHAFTSKAMMER ÖSTERREICH / AUSSENWIRTSCHAFT AUSTRIA
Wiedner Hauptstraße 63, 1045 Wien
Redaktion: AUSSENWIRTSCHAFTSCENTER HO CHI MINH CITY, T +84 28 7109 9781
E HoChiMinhCity@wko.at, W wko.at/aussenwirtschaft/vn

Ein Service der AUSSENWIRTSCHAFT AUSTRIA

3

EXECUTIVE SUMMARY
This industry report provides basic understanding of current developments in promising industry sectors of
Vietnam, and aims to identify business potentials for Austrian machinery and technology providers. It gives
Austrian suppliers a basis for evaluating their market opportunities and possible outreach strategies in
Vietnam. Methods of analysis include desk research, quantitative and qualitative analyses.
The report focuses on Vietnam’s industrial development in recent years as well as strategies and
development directions in the coming years. It includes chapters on six main industries, namely mechanical
engineering, plastics, packaging, food processing, woodworking, and electronics; and gives information
about manufacturing, export and machinery capacities, as well as technology levels in these sectors. In
addition, the report offers a close-up on external factors influencing the industries, value chains, the roles of
foreign vs. domestic companies, and relevant statistical data. It also includes a chapter on automation and
digitalization of the industry.
The outcome of the study suggests that in many industry sectors in Vietnam, foreign companies have taken
the development lead in the past. However, supported by government initiatives, domestic companies of
different sizes have emerged, too, and will have a strong need for technological advancement in order to
remain competitive in the coming years. Austrian companies may find opportunities with other foreign
industrial companies, but also industrial SME from Vietnam that are set to grow and invest. Opportunities
include the export of high-tech machineries to Vietnam, such as welding, surface treatment, high pressure
forming technologies, plastics processing and recycling machines, woodworking machines, food processing
technologies, and many others.
Since Vietnam is still a relatively low-cost country on a development path, it provides vast opportunities for
outsourcing production processes for a number of industrial sectors. For the same reason, real “smart”
factories are still very low in numbers, but competition is putting pressure on local factories to invest in
automation and digitalization. Vietnamese manufacturing enterprises receive support from the local
government in terms of policies, capital sources, etc. to foster expansion and upgrades of technology levels
and production capacities. All this presents opportunities for Austrian companies to do business with
industrial companies in Vietnam.
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1. INDUSTRY AND TRADE LANDSCAPE
1.1. Background
In 2020, the world and regional economic forecast is still complicated and unpredictable with favorable
opportunities and challenges intermingled. Economic growth, trade and international investment are
expected to recover slowly; trade tensions between a number of major economies and the East Sea (or South
China Sea) situation continue to have complicated developments; climate change, water security, natural
disasters, epidemics, especially the spread of coronavirus are expected to significantly affect the production,
business and human life.
In 2019, the overall economic growth of Southeast Asia did not reach the level of the previous year due to the
impact of the US-China trade war, decreasing Chinese domestic demand and the recession in the global
electronic cycle. Only Vietnam (+7,0%) and Malaysia showed superior economic growth compared to the
region, reflecting a modest slowdown in export growth and the resilience of domestic demand. Meanwhile,
slowing export momentum weighed on the growth of trade-dependent economies such as Singapore,
Thailand and Philippines.
With US-China trade tensions having escalated since and uncertainties in China being on the rise, Vietnam
seems to be one of the few benefitting countries. Exports to the United States has been increasing in the
double-digits in both 2019 and 2020, allowing Vietnam to outperform other economies in the region. Fast and
efficient response to the coronavirus outbreak has also helped Vietnam keep growing even in 2020 by about
2%, whereas other countries in the region have to cope with a somber outlook. In addition to declining global
trade and disruption in supply chains, complicated strategic competition, increasing trend of populism,
protectionism of production, trade protection and geopolitical changes are a challenge to the global
economy, and it does affect the Vietnamese economy.
Nevertheless, the Vietnamese economy has created fundamental driving forces for economic growth in 2020
and subsequent years. Vietnam's international economic integration moves into a new stage, as it is closely
linked to the regional and global economy, and integrated in a network of FTAs with intensive commitments,
high standards and openness in many areas. The new generation FTA agreements have been and will be a
major motivation for Vietnam’s economic growth, while enhancing the opportunity to attract and utilize FDI
inflows in 2020 and the following years. A strong development of the private sector will be an important
foundation for Vietnam's economic boost. The business environment has improved markedly, and the
business community has benefited from reforms through reduction of investment conditions, simplification
of administrative procedures and policies to support businesses. The start-up wave has mobilized capital for
the economy. Economic structural transformation not only takes place among economic sectors but has also
been a positive trend within the industry, which will contribute to promote economic growth in both speed
and quality in the future.
International organizations keep maintaining positive forecasts for Vietnam’s economic growth, as its
economy will rebound in 2021 to reach previous growth levels of 6-7% annually in the years to come.
Vietnam is ranked 8th among the best economies in the world to invest in 2019, up 15 places compared to
2018. The World Economic Forum assesses Vietnam's competitiveness greatly improved on all three pillars
of institutions, infrastructure and skills, ranking 67 out of 141 countries and territories, up 10 places,
compared to 2018.
1.2. Industrial Production
1.2.1. Production situation
A number of industries such as electricity, electronics, information technology and telecommunications,
energy equipment manufacturing, textiles, footwear and construction, etc. have developed strongly in the
last years, actively contributing to employment creation, labor restructuring, productivity growth and living
improvement. In the last years, the localization rate has improve, and in-depth industrial manufacturing has
gradually created products with national brands and competitiveness in regional and world markets,
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participating more intensively in the global value chain. This was mainly achieved by industrial production
activities of foreign-invested enterprises in Vietnam. The share of FDI in GDP increased from 2.1% in 1989 to
over 20% in 2019. 58% of total foreign investment capital is focused on processing and manufacturing,
creating more than 50% of the industrial production value of the whole country. Recently, between domestic
enterprises and FDI enterprises, there has also been closer and more effective cooperation. More than 100
large corporations in the world present in Vietnam have contributed to the spillover effects of productivity,
technology, supporting industry development, production network connectivity and global value chains.
Foreign companies have also introduced high-tech production stages in Vietnam. Supply of finished and
semi-finished products of domestic enterprises to foreign-invested ones in a number of sectors and fields
such as motorcycles, consumer electronics, hi-tech industries, IT hardware and telecommunications, cars
and equipment is on the rise.
Vietnam’s index of industrial production (IIP) increased by 9.1% in 2019, lower than the 10% growth rate in
2018, according to the General Statistics Office. Nevertheless, the industrial production index continued to
maintain a fairly and stable growth momentum, in which the manufacturing and processing industry
continues to have a good growth rate, creating a solid motivation to achieve the overall growth targets of the
entire industry. The manufacturing of major industrial products, such as metals, liquefied petroleum gas,
apparel, footwear, rubber, plastic, ... , performs stronger, while mobile phone production decreased. From
January to August 2020, the IIP increased by 3.8%, which reflects decreasing international demand for
Vietnamese products during the time of economic crisis, but it is still remarkable that Vietnam’s industrial
production can actually sustain growth this year.
1.2.2. Manufacturing situation of some key industries with high IIP
Vietnam's textile and garment and footwear industry are two of the main export sectors of Vietnam with
export turnover increasing over the years, reaching an average increase of over 10% per year. These two
industries have continuously affirmed an important role in the country's economy to ensure social security,
and to transform the economic structure from agriculture to industry and services. Thanks to such changes,
Vietnam's textile and footwear industry has always maintained its position in the world market, ranking
second after China in both output and export turnover of goods. However, the results mainly come from FDI
enterprises and multinational corporations, although accounting for a small proportion of the number of
enterprises (over 10%) but contributing greatly to the export turnover of the whole industry (70-80%). In the
textile and apparel sector, the export turnover in 2019 was estimated at USD 39 billion, up 7.55% compared
to 2018. In the shoes and leather sector, the export turnover in 2019 was estimated at USD 21.5 billion, a rise
of 10% against 2018.
The food and beverage industry has been one of the important economic sectors for many years, though it is
still in development for Vietnam. In terms of production value, this is the industry with the largest production
value and the second largest total revenue among Vietnam's economic sectors. The industry is set to keep
maintaining a strong growth momentum with an average increase of 10.9% per year thanks to improved
people's income and the trend of consuming higher value products. Demand for healthy foods and beverages
will have positive changes in all segments associated with the move to high-value food products in the
future, promising growth opportunities for healthy food and beverage companies.
The year of 2019 marked breakthrough changes for Vietnam's electronics industry, including the trend of
shifting electronic components production lines from international markets to Vietnam. Particularly, the free
trade agreement with the European Union (EVFTA), in force since 1 August 2020, promises to open many new
doors for the Vietnamese electronics industry. According to the Ministry of Industry and Trade, Vietnam
currently ranks 12th in the world and 3rd in ASEAN in terms of electronic exports with a value exceeding 70
billion USD. However, Vietnam's electronics and microchip industry is still facing many challenges because
most of the export value (95%) is from the FDI sector, while domestic enterprises have not yet sufficiently
participated in the global supply chain, and up to 77% of the value of the product is being completely
imported. Manufacturing of electronic products, computers and optical products in 2019 increased by 6.9%
(the same period last year increased by 11.9%).
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Vietnam’s plastic and rubber industry has been considered very potential for further development with a lot
of market opportunities for enterprises to exploit. This is the reason why manufacturers of equipment and
machinery in the world serving these two industries are increasingly coming to Vietnam.
Vietnam's signing of free trade agreements (FTAs) has brought many opportunities for plastic manufacturing
businesses. Partners are gradually shifting orders from China to Vietnam to take advantage of cheap
production costs and preferential tax and tariff schemes. At the same time, the demand for importing plastic
products in the EU and Japan remains high, while customers in these countries increasingly prefer
Vietnamese plastic products. According to the Vietnam Plastics Association (VPA), plastic is a spearhead
industry in Vietnam with annual double-digit growth, and the export market is considered highly potential
including many opportunities for local enterprises. Therefore, to compete better, manufacturers must
consider investing in new machinery and equipment, especially technologies that save electricity and protect
the environment. Also, according to VPA, the total export turnover of Vietnam’s plastic industry in 2019 is
estimated at USD 4.69 billion, up 17% in value compared to 2018. In particular, plastic materials are
estimated at over USD 1.28 billion, and plastic products at about USD 3.418 billion.
Vietnam's rubber industry has also developed in a sustainable manner and exported to many countries in the
world. In 2019, natural rubber was one of largest agricultural commodity in terms of Vietnam's export value,
after rice, coffee, cashew nuts, fruits and vegetables. Notably, according to the Vietnam Rubber Association,
although the market in 2019 was very tough and the price of rubber in the world market was very low, the
total export of natural rubber of Vietnam still reached 1.7 million tons worth USD 2.3 billion. Vietnam's
rubber products such as tires, components and technical rubber, shoe soles, gloves and rubber garments,
tires, rubber sheets, elastic threads covered with textile materials, conveyors, rubber sport equipment,
medical products, etc. are exported to markets such as United States, Malaysia, Belgium, Germany, Brazil,
Japan, Thailand etc.
According to Directorate for Standards, Metrology and Quality - Ministry of Science and Technology,
industrial production of the metal industry increased by 128.6% in 2019. Forecast suggests that by 2020, the
metal manufacturing industry will have an export share of 35%, with further increases in the years to come.
Some of the industry's key export items are steel products, including iron and crude steel; rolled steel, steel
bars and angle steel. The main issue for metal-processing enterprises in Vietnam is to improve technology,
catch up with trends, and improve labor skills and quality of infrastructure, in order to be able to participate
in the global supply chain.
1.3. Trade
Total import-export turnover of Vietnam in 2019 reached USD 517.26 billion, up 7.6% (equivalent to an
increase of USD 36.69 billion) compared to 2018. Of this volume, the value of export goods reached USD
264.19 billion, showing a rise of 8.4% and the import volume was USD 253.07 billion, going up by 6.8%. In the
context of an intricate world economic situation, declining world trade and investment activities, and
increasing domestic protection, Vietnam continues to maintain positive export growth momentum and
record trade surplus even in 2020.
According to the Import-Export Department (Vietnam Ministry of Industry and Trade), in the context of a
decline in global demand, global trade and investment, Vietnam's export of goods in 2019 still maintained a
satisfactory growth rate and achieved impressive results. Total export value in 2019 increased by 8.4%,
equivalent to a rise of USD 20.49 billion compared to a year earlier, in which computers, electronic products
and components are the most important groups, followed by textiles and garments, types of phones,
footwear of all kinds; machinery, equipment, tools and other spare parts. However, export from the FDI
sector in 2019 only increased by 4.2% (up 12.4% in 2018). In contrast, exports of domestic enterprises
increased sharply by 17.7%. From January to June 2020, exports amounted to USD 123 billion USD (plus
0.3%).
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Figure 1: Vietnamese export of goods and corresponding export markets

If in previous years, exports of FDI enterprises always achieved higher growth rates than domestic
enterprises, recently, the growth rate of domestic enterprises has been higher than that of FDI ones. In 2019,
the export of domestic enterprises reached USD 82.1 billion, up 17.7%, accounting for 31.2% of total export
turnover. Notably, the structure of export goods continued to improve, reducing the content of crude exports,
and increasing exports of processed products and industrial products.
The EU-Vietnam Free Trade Agreement has entered into force on 1 August 2020 and will bring about a
reduction of tariffs for EU manufacturers of machinery and equipment. 61% of tariff lines in the machinery
and equipment sector have been eliminated immediately upon entry into force, the remaining tariffs will be
eliminated within a maximum of 10 years.
In 2019, Vietnam's import value of goods reached USD 253.07 billion (plus USD 16.2 billion or 6.8% compared
to 2018). The main increase in imports stems from computers, electronic products and components (plus
USD 8.22 billion); and complete automobiles (plus USD 1.33 billion). Besides, there were a number of
commodity groups falling sharply in import value, such as phones and components (down USD 1.3 billion),
common metal and metal products (down USD 1 billion USD), etc.
Regarding the situation of importing machinery into Vietnam, Vietnam has a thriving manufacturing industry
and is the best destination in Asia for the wave of manufacturers moving out of China. Labor cost is still
considered cheaper than in other countries in the region. FDI inflows are increasing, creating a need for
innovation for Vietnamese enterprises in the wood processing, textile, plastic, rubber, food processing and
packaging industries. Currently, the biggest demand of businesses are productivity improvement,
automation as well as organizing automatic chain systems in the manufacturing process. Thanks to these
factors, it can be affirmed that Vietnam is a potential market for machinery and equipment. In 2019, the
value of imported machinery, equipment, tools and other spare parts increased by USD 3.87 billion.
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Figure 2: Vietnamese import of goods and corresponding import markets

2. MECHANICAL ENGINEERING INDUSTRY
2.1. Overview
In spite of the relatively long history of mechanical engineering in Vietnam, it was only in 2000 that the
Government started to focus on the development of the industry through several decisions1. However,
implementation was slow, ineffective and inconsistent, which slowed down the development of the industry.
When the government strongly supported the domestic industries by “orders from the government” for
some key projects (e.g. supplies of hydro-mechanical equipment, production lines for cement plants,
transformers), only a few state-owned mechanical corporations did benefit. The support for small and
medium mechanical enterprises, such as policies for land usage, corporate income tax incentives, or
governmental credit for mechanical engineering SMEs, is still very limited and impractical. Lacking
consistent direction and practical support from the government, almost all SME in the mechanical
engineering industry in Vietnam have to rely on themselves and find their own way to develop individually.
Therefore, they face many challenges.
Nevertheless, the mechanical engineering industry in Vietnam has experienced an extremely rapid growth in
demand over the last decade, about 40% annually since 1995. Domestically supplied products have grown
remarkably from only 10% of the national demand in 1995 to 32% in 2019. However, this percentage is still
lower than the target of the mechanical strategy, which suggests 40-50% of domestic demand. The official
target for domestically manufactured automotive parts is to reach 60-70% of the market share. Domestic
mechanical engineering is relatively strong in three sectors including motorbike and spare parts, household
appliances and tools, cars and components.

1

Decision No. 186 in 2002 – Approving the Strategy on Development of Vietnam Mechanical Engineering Industry till

2010, with vision to 2020; and Decision 10 in 2009 - Providing for the mechanism of support for manufacture of key
mechanical products and the list of investment projects to manufacture key mechanical products during 2009-2015
Ein Service der AUSSENWIRTSCHAFT AUSTRIA

10
Vietnam’s mechanical industry can produce many major products such as: complete equipment, machine
tools, shipbuilding, engines, motorbikes, construction machinery and equipment, machinery used in the
forestry, agriculture and industry processing, electrical devices and materials, and machinery used in the
light industry and consumer goods. Some other specific products that Vietnam manufactures include
barbecues for kitchen utensils; switch boxes, relays, circuit breakers, power generators for home
appliances; steel structures for construction and ship building industry; grating floor plates, steel flanges,
steel manhole lids for infrastructure; steel tubes/pipes for oil & gas industry; dust collectors, ventilation
devices, autoclaves, boilers, air preheaters, sprockets, bearings, toothed wheels, cogwheels, flywheels,
gears, steel flanges, cranes, different kinds of valves, conveyors for industrial manufacturing; casted
products. Export markets include Korea, India, Singapore, South East Asia, Mexico, Brazil, Africa.
The domestic mechanical industry represents 13% of the industry’s output and most of it is for domestic use.
In the agricultural sub-sector, Vietnam produces small tractors, specialized movers, excavators and mowers
primarily for the domestic market. Engines below 30 HP are produced entirely in Vietnam. 70% of rail car
output in Vietnam is completed with locally made parts while automobiles produced in Vietnam satisfy 70%
of domestic demand. Around 80% of motorbike parts have also been produced domestically. The automotive
sub-sector can produce 45-seat buses. Some air conditioners, refrigerators and washing machines have
been made in Vietnam. The domestic industry also produces screws, nuts, bolts, steel pipes for gas
conduction, steel tanks, steel girders and other mechanical engineering products.
In the country, there are systems of mechanical plants of all sizes. In some localities, clusters of
manufacturing and processing industry have emerged, such as the Chu Lai - Quang Nam mechanical
complex. In addition, the mechanical engineering industry has formed several businesses with growth
potential in the region.
In a number of fields, positive development and breakthroughs were recently recorded. This includes:
Manufacturing of hydraulic equipment (for large and small hydroelectric plants), oil rigs (allowing drilling
exploration and exploitation of oil and gas up to a depth of 120m, self-elevating drilling rigs for 90m water
depth, oil well exploitation rigs), electrical equipment, equipment for cement plants, shipbuilding (oil tankers
with a tonnage of 105,000 DWT, liquefied gas tankers with a tonnage of up to 5,000 tons, bulk cargo ships,
etc.), complete equipment and facilities (sugar plants with a capacity of 1,000 tons of sugarcane / day, rubber
latex processing with a capacity of 6,000 tons/year).
Despite many difficulties, during last 10 years mechanical engineering Vietnam has achieved remarkable
results, and the localization rate and exports continued to increase.
In 2019, the export value of mechanical products reached USD 18.3 billion (plus 11.9%). In fact, mechanical
engineering is becoming one of the important export sectors in which metal components/spare parts and
accessories accounts for a large percentage in the export structure (see Figure 3 – Mechanical Export
Structure 2019 below). Four leading export destinations of Vietnam’s machinery, equipment and spare parts
are the United States, EU, Japan and South Korea. These four markets accounted for 45.7 % of total exports.
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Meanwhile, the import value was USD 36.75 billion in 2019 (plus 11.8%), mainly machinery and equipment for
production. Some of the biggest import sources in 2018 included China (USD 14.9 billion); Japan (USD 4.69
billion); Korea (USD 6.16 billion); Import of machinery and equipment from Austria in 2019 amounted to
around EUR 77,7 million (plus 22,9 %), not including vehicles and metal products other than machinery.

Mechanical engineering and metal processing: Exports in 2019 (Mio. USD)
4160
2083
8500
18304

Steel and iron, products from steel and iron
Other metal products
Machinery, equipment, mechanical spareparts, components and
accessories
Motor vehicles and automotive spareparts

Figure 3: Mechanical export structure 2019 in Vietnam

According to a report of the Vietnamese Association of Mechanical Businesses, Vietnam’s mechanical
industry in the period of 2019-2030 could reach a volume of USD 310 billion, of which industrial works is USD
120 billion; construction, agriculture, processing is USD 15 billion; standard equipment is USD 10 billion;
railway transportation is USD 35 billion; metro is USD 10 billion and cars is USD 120 billion.
With the potential of the mechanical engineering industry, supporting machinery and technologies for this
industry will have opportunity to thrive. However, the capacity of local supporting industry enterprises in the
field of mechanical engineering is still modest.
Currently, Vietnam has more than 500 enterprises producing all kinds of metal components for downstream
industries, accounting for a very small percentage of the more than 20,000 mechanical enterprises of the
country. The main markets of the enterprises in the industry are manufacturers of motorbikes, industrialagricultural machinery and automobiles.
Vietnam’s mechanical engineering industry relies heavily on imported materials, including steel and nonferrous alloys. The import markets for supporting technologies for the automotive, electronic, and
components manufacturing are Japan, Korea, UK, and other European countries. The local companies would
import large amounts directly, or work with local dealers. The heavy reliance on imported materials leads to
high input costs and possibly slower delivery time of Vietnamese enterprises. So far, Vietnam’s steel
manufacturing industry is just able to manufacture and export raw material, ingots, cold-rolled steel,
stainless steel, steel bars and zinc-coated steel sheets, pig iron, etc. which are used for construction
industry; or which need further processing before being used in other industries. The inconsistent qualities
of local material is also big concern for many enterprises.
According to the survey results of the Center for Development Supporting Enterprises, domestic metal
components now meet 85-90% of the demand for motorbike production; about 15-40% of the demand for
components for automobile production (depending on vehicle type); about 20% for the manufacturing of
complete equipment; 40-60% for the production of agricultural machines, movers; and 40% for construction
machines. Locally made metal components for high technology industries currently meets about 10% of
domestic demand.
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The industry of manufacturing metal components for the motorcycle industry is considered to be relatively
developed with a high supply capacity. Due to the large market, FDI assemblers in Vietnam have called in
other FDI suppliers to invest and build cooperative relationships with domestic suppliers. Like the motorbike
industry, the manufacturers of metal components for agricultural machinery, movers and construction
machines is already developed in Vietnam, showing a high localization rate.
2.2. Characteristics of local companies
After more than 20 years of building up, Vietnam's mechanical engineering industry has achieved certain
results. According to the General Statistics Office, by the end of 2018, the number of active mechanical
enterprises was about 25,000, accounting for nearly 30% of the total number of manufacturing and
processing enterprises. These companies had a net turnover of USD 63 billion and created around 1,120,000
jobs, accounting for nearly 16% of the total employment in manufacturing and processing enterprises.
State owned enterprises (SOEs) in the sector are generally large than private companies, with an average of
600 – 1,000 employees. SOEs are more prevalent in large manufacturing processes, such as casting,
pressure forming for steel system constructions, steel tubes and pipes for the oil and gas industry, motor
vehicles or agricultural machinery manufacturing. They supply mainly to the domestic market and can
export some of their niche products.
Foreign invested enterprises (FIEs) in the sector are mainly from Japan, Korean, China, Taiwan, and
Singapore. FIEs from Europe and the US account for a very small percentage only. FIEs employ mainly
around 100 – 300 staff, in some cases up to 400 – 500 employees. Their investment is diversified in different
sectors, such as electronics & electric parts; motorcycle & motor vehicles parts; machinery parts; jig and
tools; etc. They manufacture and export to their home countries or supply to existing value chains.
Vietnamese SMEs have a wide range of size. Small enterprises of less than 50 employees are mainly
focusing on specific technology processes with a limited range of products, and they mainly supply to the
domestic market. Enterprises of 50 – 300 employees have a more organized manufacturing process with
some lines of technologies (casting, molding, welding, pressure forming, surface treatment, precision
technologies) for a complete manufacturing process of some kinds of products, semi-products, parts, or
components. These companies supply to domestic markets; some enterprises successfully join in
international supply chains or export; some are seeking for ways to expand their markets to foreign
partners. These enterprises typically offer cooperation potential with foreign partners.
According to VAMI, the typical turnover range of SMEs in the mechanical industry ranges between USD
1,000,000 and USD 8,000,000. The rate of net income over sales is on average lower than in many other
industries, around 3–10%.
Capital for investment: Except for state-owned and foreign invested enterprises, almost all Vietnamese
SMEs are lacking capital needed for growth, since the mechanical engineering industry is demanding high
investment while promising relatively slow returns. Besides, Vietnamese mechanical enterprises are
suffering unfavorable tax policies from the government. For example, they cannot benefit from import tax
exemptions available for FIEs.
Moreover, almost all Vietnamese enterprises do not have a long-term business mindset, because they lack
strong financial capacities to invest properly in modern technologies in the long run. Instead, they can only
pursue fragmentary investment into machineries for imminent orders. Indeed, it is not easy for them to
improve their technologies and manufacturing capacities to meet with requirements from foreign buyers,
especially buyers from European markets. While such manufacturers would prefer signing contracts in
advance and then upgrading technologies or machineries if needed, European customers can only sign
contracts if the machining capacities of the counterparts are secured. This is one of biggest obstacles for
both parties to cooperate.
A small number of enterprises are trying to get out of the vicious circle by making proper investments and
expanding to international markets, thus taking part in international supply chains. The biggest markets of
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local mechanical engineering companies are Japan, Taiwan, and Korea. There are some enterprises
exporting directly or through intermediaries to European and US markets.
Standards and certifications: Almost all enterprises have quality control mechanisms in place. Around 50–
70% of enterprises achieved standard certifications such as ISO 9001:2008 or JIS (Japanese standards), or
follow Japanese manufacturing management systems such as 5S. Some enterprises also achieved other
certifications relevant to specific businesses, such as ISO 13485:2003 (medical devices); ISO/TS 16949:2009
(in conjunction with ISO 9001:2008 for automotive production); ISO 50001:2011 (energy management
systems); AS 1646:2007 (Australian standard for Elastomeric seals for waterworks purposes); CB
Certification (for electrical and electronic products’ manufacturers); UL Certificate (for US and Canada
markets); UKAS (for UK and Europe markets).
Vietnamese enterprises tend to achieve standard certification upon requirement from customers when they
get the orders. Generally, local enterprises are not having good knowledge about European standards yet.
This is one challenge for European businesses when dealing with Vietnamese manufacturers. However,
Vietnamese enterprises are willing to strictly follow customers’ requirements in quality standards.
Regarding health, safety and environmental concerns, local enterprises apply basic requirements from the
government only. However, in recent years, some enterprises have started to pay attention to such topics,
therefore achieving ISO 14001:2004 (Environmental management systems), OHSAS 18001:2007 (Occupational
Health and Safety Management), UL certification programs (US Occupational Safety & Health
Administration), etc.
R&D: SMEs with R&D activities account for around 40-50%, however R&D activities are still small in scale.
Some enterprises have small R&D divisions with 1–5 dedicated staffs; some other enterprises only have
design divisions, which mainly follow designs from customers. Vietnamese enterprises have limited design
capacities, as they rather focus on outsourcing and assembling, which results in low value added.
Generally, mechanical enterprises are developing individually without consistent strategies and support
from government, and they have no clusters to benefit from. As such, they find it challenging to improve
design and research capabilities. In addition, Vietnam does not have large mechanical enterprises that play a
leading role in the industry or are visible on a regional level. Product research and development are mostly
dependent on foreign firms, and business development is underdeveloped with regard to international
markets.
For all these reasons, the mechanical engineering level, especially precision engineering, is lagging behind
many other countries. Most mechanical enterprises in Vietnam have not mastered the source technology
and are lacking specific machines for specialization of production. The content of domestic value added is
very limited.
2.3. Key players
According to VAMI, the following 10 domestic mechanical engineering companies play an important leading
role in promoting the industry in Vietnam.
No.

Company name

Website

Address

Email

1

Vietnam Motors and
Agricultural Machinery
Corporation (VEAM)

http://veamcorp.com/

D1 Zone, Phu
Thuong Ward, Tay
Ho District, Hanoi

office@veamcorp.com

2

Machines and Industrial
Equipment Corporation

http://mie.com.vn/

No 7A Mac Thi
Buoi Street, Vinh
Tuy Ward, Hai Ba

info@mie.com.vn
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Trung District, Ha
Noi
3

Saigon Industry
Corporation

http://www.cns.com.vn/

58-60 Nguyen Tat
Thanh, Ward 12,
Dist,4, Ho Chi
Minh City

cns@cns.com.vn

4

Vietnam Motor Industry
Corporation

https://vinamotor.vn/pa
ges/

120 Hang Trong,
Hang Trong Ward,
Hoan Kiem Dist.,
Ha Noi

vinamotor@vinamotor.
vn

5

Construction Machinery
Corporation

http://www.coma.vn/vi/

125D-Minh Khai
Str.-Hai Ba Trung
Dis.-Ha noi

coma@hn.vnn.vn

6

Saigon Transportation
Mechanical Corporation
(SAMCO)

http://www.samco.com.
vn/

262 -264 Tran
Hung Dao street,
Nguyen Cu Trinh
ward, Dist. 1, Ho
Chi Minh city

samco@samco.com.vn

7

Mechanization
Electrification Construction
Corporation - Joint Stock
Company (AGRIMECO JSC)

http://www.agrimeco.co
m.vn/

Km 10, National
Highway 1A,
Thanh Tri District,
Ha Noi

agrimeco@hn.vnn.vn

8

Thaco Chu Lai

http://chulaicomplex.vn/

Tam Hiep
Industrial Zone,
Nui Thanh
Province, Quang
Nam

chulaicomplex@thaco.
com.vn

9

Han My Viet Automation
Co.,Ltd

https://hanmyviet.com/

203 - 205 Nguyen
Thai Binh, Dist.1,
Ho Chi Minh

kinhdoanh@hanmyviet.
com

10

Bui Van Ngo Processing
Machines

http://processingmachin
es.buivanngo.com.vn/

743A Hau Giang,
Ward 11, Dist.6,
Ho Chi Minh City

info@buivanngo.com.v
n

2.4. Technologies, needs and opportunities
According to VAMI, in general, the current mechanical manufacturing industry is managing a number of
machine tools of approximately 50,000 pieces. Many of these are “1st generation” machine tools, which have
been in use since the 1970s. Besides, in the last 10-20 years, many companies have equipped their facilities
with modern machinery; computerized automation levels; and even robot-controlled process. Some kinds of
modern machines include lathes, milling machines and automatic control systems (e.g. high-precision CNC
(Computer Numerical Control) machines, high-speed CNC vertical machining centers, CNC milling
machines, CNC turning centers, SURFCAM CAE/CAD/CAM systems, CNC lathe machines, universal milling
machines, EDM machines, high-speed wire cut, laser-welding machines, injection-molding machines, etc.
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More than 90% of demand for metalworking products is being sourced domestically, but corporations
manufacturing these products have had to import most of their machinery. The demand for metalworking
equipment rises by 30% annually, with the sheet sub-sector demanding the most. Shearing machines, press
brakes and rolling machines are the types of sheet metalworking equipment in dire need. Local engineering
businesses still mainly involve in subcontracting activities and command only 40% of the local market.
Machine tools imported in 2018
2%
14%

2%
9%
17%

34%

Sharpening, planning

Grinding

Turning/Lathe

22%

Milling

Drilling

Plasma cutting

Wiring

Figure 4: Machine tools imported in 2018 (source: MOST)

The machinery is being imported from different markets. 50–80% of enterprises can only afford cheap
technologies from China or Taiwan. In recent years, other technologies are becoming more popular,
especially from Japan and Korea, but also machinery from Germany, Switzerland, Austria, Australia, US,
etc., as more advanced machinery helps enterprises increase productivity and quality, minimize toxic
emissions, reduce labor force and production costs.

Figure 5: Major suppliers of machine tools (source: MOST)

In summary, Vietnam is relatively well equipped with good machinery capacities to provide for outsourcing or
assembly processes.
Technologies
a) Casting/molding
Before 1985, casting technology in many factories in Vietnam was relatively low-key. All factories used the
traditional sand casting method, and coal-fired furnaces imported from the Soviet Union, China, India, etc. to
cast iron. Sand casting is suitable for big casted products with low precision level and low surface quality;
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the manufacturing is small-sized; scraps of the casting products are often very high (from 20% to 30%);
highly experienced workers are required as the sand casting process is complicated.
To meet higher quality requirements, Vietnam’s casting sector has gradually improved in technology and
equipment in the last 25 years. Now, most of the mechanical manufacturing plants apply both traditional and
newer special casting technologies. Most companies upgraded their traditional sand casting method from
fixed sand to fresh mold sand casting, silicate sand casting or Furan molding technology for iron casting.
They also successfully apply other special casting technologies such as pressure die-casting, centrifugal
casting, lost wax casting (investment casting), lost-foam casting. Advanced casting technologies have helped
improve quality of casting significantly, and casting scrap decreased to around 5-10%.
Nowadays, almost all casting companies have replaced traditional coal furnaces by electric arc furnaces,
electric intermediate frequency furnaces to cook the cast-iron and high quality steel. Only some craft
villages still use coal furnaces to cast traditional craft copper products. The existing capacity of arc furnaces
in Vietnam range from 0.5 tons/batch to 30 tons/batch; it means that so far Vietnam casting companies can
cast the products with the weight of over 20 tons to more than 50 tons/batch. The capacity of intermediate
frequency furnaces are around 200kg/batch; 500kg/batch; 750kg/batch; 1000kg/batch and 1500kg/batch.
Besides, many casting companies use different technologies such as emission spectrum tests to analyze the
quality and adjust components on time during the smelting process. They are also equipped with ultrasonic
detection of cracks and porous castings.
According to casting experts, Vietnam’s casting technology still has a long way ahead for developing. It still
has weaknesses such as lacking metal temperature testing equipment and automatic control of liquid metal
temperature in furnaces. The casting furnace and pouring operations are mainly manual. The mechanization
and automation level of these foundries is still very weak.
In summary, Vietnam’s casting technology is averagely equipped and developed. It is able to cast all kinds of
steel up to 50 tons as well as parts with high-precision requirement for the automotive sector, home
appliance parts, etc.
b. Joining/welding
In the last 20 years, Vietnam has gradually improved welding technologies and equipment to meet the
demands of quality products and respond to a more diversified welding demand from different industries.
Currently, there are different welding technologies and applications in Vietnam. They include:
•
•
•
•
•
•
•
•
•
•
•

MMA (Melt Metal Arc Welding)
TW (Thermite welding)
TIG (Tungsteng Inert Gas): popular in inox and aluminum welding, petroleum equipment, food
equipment, high-pressure pipe applications.
MIG/MAG (Melt Metal Inert Gas/ Melt Metal Active Gas): applied in fabrication of structural steel,
cars, motorcycles, ships, etc.
SAW (Submerged Arc Welding): shipbuilding, structural steel fabrication, pipe fabrication
hydropower tanks
Electro-gas welding: Applied in fabrication hull and tanks
Spot welding: motorcycle manufacturing, automotive, consumer products
Friction welding/Friction Stir Welding
Electron beam welding
UW (Ultrasonic welding): welding plastics in consumer equipment, welding wires, connectors
Plasma and Laser Welding: limited application

Some technologies are very popular with many applications in Vietnam, such as MMA, TW, MIG, MAG, TIG,
SAW, spot welding. Laser welding, ultrasonic welding slag, spot welding etc. have been introduced in
Vietnam more recently; the application of these technologies is still limited.
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In the last 20 years, welding companies have invested thoroughly in welding equipment and technology. As
old welding transformers and large AC welding machines are not in use anymore, they upgraded to much
smaller portable inverter welding machines, which are suitable for more specialized welding tasks. The
welding machines are imported mainly from China, India, Malaysia (low-end market) or Sweden (ESAB),
France (Moore), USA (Lincoln), etc. (high-end segment). Welding companies started to pay much attention on
the welding quality. They started to equip themselves with ultrasound, x-ray equipment to test the quality of
the welds. Non-Destructive Testing-NDT started to be applied properly instead of Destructive Testing. In
summary, Vietnam’s welding capacity is at an average technology level and can handle works at average
technology value.
c. Forming/Pressure Technology
Pressure-based processing technologies include forging, stamping, pressing, hydraulic presses, rolling
cycle. Mechanical enterprises in Vietnam used to apply traditional forging technology by steam hammer
machines to create ingots only under 100kg. A few mechanical enterprises are equipped with stamping
technology (plates stamping and deep stamping). Some enterprises specializing in aluminum and copper
alloys use hot press technology. The hydrostatic and hydrodynamic pressure technology or cycle rolling
technology to create primary billets are not very popular in Vietnam.
In terms of technology, equipment and staff, pressure technology is developed weakly within mechanical
enterprises in Vietnam. Enterprises are only equipped with pneumatic hammers mainly below 450 kg, and
very few enterprises have pneumatic hammers up to 750 kg. Some enterprises are equipped with large
mechanic hammers from 1 ton to 3 tons, up to a maximum of 10 tons only. Besides, a number of enterprises
are now equipped with horizontal hydraulic press machines up to 1,650 tons and horizontal hydraulic
presses of 20 tons, 40 tons, or even 100 to 1,000 tons. Vertical press machines have a wide range of
applications in Vietnam to straighten or shape metal in cold state.
Pressure technology in Vietnam is considered underdeveloped as it is not fully equipped with uniform tools
and does not apply appropriately advanced technologies nor automation to provide higher output and
productivity. Companies lag behind in making necessary renewals of their equipment. In summary,
Vietnam’s pressure technology is able to supply products with average weight only.
d. Cutting
Cutting technology, on the other hand, is quite well developed in Vietnam. Almost all modern technologies
are applied in metal cutting processes, such as laser cutting; CNC; wire cutting; water jet cutting (WJC);
abrasive water jet cutting (AWJC); CAD CAM; EDM; electrode cutting; plasma cutting; and oxy fuel cutting.
Machinery, especially for precision cutting, is imported mainly from Japan and some European markets (e.g.
horizontal and vertical millings machines; CNC lathe machines, universal milling machines, multitasking
machines, EDM machines, high-speed wire cut). In summary, Vietnamese enterprises can handle cutting
processes at a high level.
e. Surface treatment
A variety of technologies is in use for surface finishing processes to either complete products or maintain
corrosion, chemical resistance, electrical resistance or conductivity. Some of the more popular technologies
include electroplating, electro-polishing, anodizing, electrostatic paint, hot-dipped galvanizing, coating
(powder coating spray), electrolytic coating, chromate conversion coating, magnetic field-assisted finishing,
specialized heat treatment services, nitriding. Some modern technologies such as nanotechnology, vacuum
technology, or plasma spraying is currently being introduced in Vietnam.
Surface treatment technology in Vietnam is considered to be backward, as metal cleansing processes are
often done manually. Coating/plating/galvanizing equipment is normally imported from China, Malaysia, etc.
Since coating/plating processes are traditional and normally not automated, the quality is not consistent and
the process prone to emissions. Surface finishing chemicals are mainly imported from China, Taiwan,
Thailand or manufactured in Vietnam itself.
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Advanced manufacturing technology: Overall, the medium and small industries (SMIs) play an extremely
important role in the process of industrialization in developing countries like Vietnam. In a globally
competitive environment, they are under high pressure to innovate and adopt advanced manufacturing
technology. The demand for cost reduction and production efficiency improvements have forced a large
number of companies to apply more advanced manufacturing technology (AMT). AMT plays major role in
improving the flexibility and quality of SMEs. Some opportunities in the application of AMT in Vietnam are as
follows:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

CAD/CAE (computer aided design/computer aided engineering)
CAM/CNC (computer aided manufacturing/computer numerical control)
Smart manufacturing systems
Robotics and modern material handling systems
MRPII, ERP, CAPP (computer aided process planning)
Group technology and cellular manufacturing
CIM (computer integrated manufacturing)
IoT based manufacturing systems
Smart factory and automation
Industrial automation/PLC systems
Innovated product design and development
Additive manufacturing (3D printing)/Materials such as metal, ceramics, renewable materials, focus
on metal.
Smart farm/intelligent agricultural engineering
Food processing machinery
Food 3D printing technologies
Dissimilar Metal Welding
Virtual reality
Repair, diagnostics, and maintenance
Advanced machining technologies: high accuracy/precision and surface roughness/finish
Developing and consulting the Production planning, scheduling, control systems; Quality assurance
system for enterprises.
Agricultural machinery, construction machinery, ship building, offshore, terminal ports/cranes, etc.
Modern casting and thermal processing equipment and technology
Plastics engineering and mold making technologies
Implementation of sustainable manufacturing
Automation and mechanization in logistics at the container ports

3. PLASTICS INDUSTRY
3.1. Overview
In contrast to the mechanical, chemical or textile industry, Vietnam’s plastics industry is still a new sector,
but it has grown rapidly in recent years. In the period of 2015-2019, driven by high demand for consumer
goods, electronics, and construction plastics, the plastics industry showed an enormous growth rate of 1618% per year. Within 9 years, the amount of plastic used per capita increased significantly by almost 20
times, from 3.8 kg/person in 2010 to 53.4 kg/person in 2019, and will rise further in the coming years.
According to the Vietnam Plastics Association (VPA), there are currently around 4,000 enterprises, almost all
of which are private enterprises. Approximately 84% of plastics manufacturers are concentrated in the
South, where intense competition occurs, and 14% are located in the North, with the remainder in Central
Vietnam.
Export turnover of plastic products reached USD 3.4 billion in 2019, with Japan and the EU being the largest
export destinations. Since 2005, the export of plastics has grown steadily, reaching a CAGR of 20%. Main
export products are plastic bags, household plastic, office and school utensils, and canvas. Plastic products
are currently exported from Vietnam to over 160 countries and territories.
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Import turnover of plastic products amounted to USD 6.5 billion in 2019. Vietnam imported raw materials and
products in 2019 mainly from Korea, Saudi Arabia, Taiwan, China, Thailand, Japan and Singapore. PP and PE
resins have been accounted for the largest proportion in import turnover.
Despite strong growth in recent years, the plastics industry has a considerable drawback, since nearly 80%
of raw materials need to be imported. Vietnam’s plastics industry needs around 3.5 million tons of raw
materials per year, and hundreds of other types of additives to facilitate the manufacturing process.
However, the domestic market only provides for around 900,000 tons of raw materials and additives because
of an undeveloped petrochemical industry and a lack of efficient plastic recycling, which meets only 20-30%
of material demand.

According to Government Decision 2992/QĐ-BCT about the targets in developing the plastics industry to 2020
and towards 2030, this sector has received tax and capital incentives. Specifically, manufacturers of plastic
equipment can borrow 85% of total investment capital with preferential interest rates; and high-tech
factories investing in areas with difficult socio-economic conditions enjoy tax exemption in the first 4 years.
In this Decision, the government set goals for the production of plastics products. By 2020, an output of 12.5
million tons and an export turnover of USD 4,3 billion shall be reached, with a growth rate of 15% each year
later. The demand in the construction and infrastructure sector as well as increasing consumer spending
will be the main driving force for the output of the domestic plastics industry in the coming years.
In addition, FTAs that Vietnam has signed are also positive factors that help Vietnam's plastic products to
increase competitiveness. In particular, RCEP will help Vietnamese companies to source raw material in the
Asia-Oceania region at preferential tariffs of 0-5%.
Based on VPA’s data, the value of Vietnam's plastics industry in 2019 reached USD 17.58 billion. Vietnam's
plastic products are divided into four main segments: packaging plastic, consumer plastic, construction
plastic and technical plastic.
Vietnam plastic industry by sectors 2019

19%
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24%
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Figure 6: Vietnam plastics industry structure by sector 2019 (source: VPA)
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Vietnam’s plastic industry is attracting attention from foreign investors. Some corporations from Thailand,
Japan and South Korea recently conducted acquisitions in domestic firms. Some dominant acquisitions are
as below:
•

•
•

SCG, a Thailand Group, spent about USD 121 million to invest in 7 plastic firms in Vietnam, such as
Tin Thanh Packaging JSC, Tien Phong Plastic JSC, Binh Minh Plastic JSC, TPC Vina Plastic and
Chemical Co.,Ltd.
A Japanese investment organization, RISA Partners, is expected to invest in East Asia Plastic Co.,
and Oji Holdings Corporation Company acquired United Packaging Co.,Ltd.
Dongwon Systems of Korea acquired two large firms: Tan Tien Plastic Packaging, and Minh Viet
Plastic Packaging, which is a packaging company of Masan Group.

Value chain: Vietnam's plastics industry, as elsewhere, consists of two main parts: the upstream and the
downstream part. The upstream part includes petrochemical and chemical enterprises with the main activity
of converting fossil raw materials into raw plastic resins. Downstream is the stage where manufacturers
convert raw plastic resins into plastic products. Based on products, it can be divided into four main areas:
packaging plastic, construction plastic, consumer plastic and technical plastic. Figure 7 shows Vietnam’s
plastics value chain in more detail.

Figure 7: Vietnam’s plastic value chain

3.2. Segments and key players
Packaging segment: The packaging segment is the largest in plastic industry, corresponding to 35% of
sectoral industry output in 2019. Main products include plastic packaging, food packaging, construction
packaging and PET packaging. In line with the global trend, PET bottles and recycled plastic bags will be
likely to achieve higher growth rates in the coming years compared to other products.
•

•

Plastic packaging: Export turnover of USD 893.3 million in 2019. Export destinations include Japan,
US, UK and Germany. In 2019, plastic bags, mainly from PE, were Vietnam's largest export plastic
product, however growing slowly, since nylon bags are banned in many markets around the world.
Next to EU countries, Japan and Korea, also some markets in Southeast Asia, such as Thailand and
Indonesia introduced bans on single-use nylon bags in 2020. Therefore, the manufacturers are
moving to produce biodegradable and environmentally friendly plastic bags.
Food packaging: Food and consumer goods packaging is the target market of this segment. The
main material to produce food packaging is PP resin. One of the leading firms in food packaging
industry is An Phat Bioplastics JSC (AAA), which is a large plastic bags manufacturer with the
majority of revenue coming from export. Their main products include shopping bags, garbage bags,
plastic film and plastic resins. AAA operates seven plants with total capacity of almost 100,000
tons/year.
Ein Service der AUSSENWIRTSCHAFT AUSTRIA

21
Construction packaging: The main product is cement bags made from PP resin and Kraft paper. The
potential of this sector depends on the further development of the real estate and construction
industry.
PET packaging: Although the market size of PET packaging in Vietnam is only half of the food
packaging segment, this segment shows the strengths of domestic enterprises. Strong growth in
demand for packaging products in other industries led to the significant development of the PET
packaging market. Ngoc Nghia Plastic (NNG) was the leading firm in the PET packaging market,
achieving revenue growth on average of 15% per year recently.

•

•

Figure 8: Value chain of exported plastic packaging (source: Vietrade)

Below are some of the biggest plastic packaging companies in Vietnam:
No

Company
name

Website

Address

Email

1

Tan Hiep
Hung
Co.,Ltd

http://www.tanhiephung.com.vn/

No.909, 3/2
Road, Dist.11,
Ho Chi Minh City

sales@tanhiephung.com

2

Duy Tan
Plastic
Co.,Ltd

www.duytan.com

298 Ho Hoc
Lam, An Lac
Ward, Binh Tan
Dist., Ho Chi
Minh City

info@duytan.com

3

Zonepack
Vietnam

http://zonepackvietnam.com/

133 Le Loi, Hoa
Phu Ward, Thu
Dau Mot City,
Binh Duong

sales@zonepackvietnam.com

Consumer segment: This segment accounts for 22% of the plastics industry and includes household
products such as furniture, cabinets, toys, dishes, etc. While the majority is low-quality products with low
profit margins, some foreign enterprises such as Lock&Lock produce high-quality products at high margins.
Vietnam supplies many consumer plastic products to global markets, but export turnover has been low
because of intense competition. Out-dated technology and machinery is one of the reasons that make
Vietnam’s plastic products less competitive. In addition, domestic companies also lack attractive advertising
strategies and professional services to perform better globally.
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One large enterprise in this segment is Rang Dong Plastic JSC (RDP), which has a wide distribution network
through the company's branch system, B2B and B2C channels. Main customers of RDP are Vinamilk,
Sabeco, and Masan. Besides, RDP also exports products to foreign countries such as Japan, Korea,
Germany, Netherlands, USA, Canada, as well as Asian and African countries.
The outlook of the consumer segment is positive thanks to increases in population and per-capita incomes
as well as a rise of demand for local products in supermarkets. However, outdated technology leads to lowquality products and increasing international competition. Therefore, Vietnam plastic firms must enhance
product quality by improving production technology and developing attractive marketing strategies to help
domestic products compete well with foreign products.
Below are some of the biggest consumer plastics companies in Vietnam:
No

Company
name

1

Dai Dong
Tien Co.,Ltd

www.daidongtien.com.vn

216 Tan Thanh, Ward
15, Dist.5, Ho Chi Minh
City

customerservice@
daidongtien.com

2

Duy Tan
Plastic
Co.,Ltd

www.duytan.com

298 Ho Hoc Lam, An
Lac Ward, Binh Tan
Dist., Ho Chi Minh City

info@duytan.com

3

Hiep Thanh
Co.,Ltd

http://www.nhuahiepthanh.co
m

34-36 Cao Van Lau,
Ward 1, Dist.6, Ho Chi
Minh City

info@nhuahieptha
nh.com

Website

Address

Email

Construction segment: The construction plastics segment accounts for 24% of the total plastics industry,
but witnessed a rapid development with a growth rate of 15-20% per year recently. The development of the
construction and real estate sector will boost the demand for plastic construction products in the future. BMI
forecasts Vietnam infrastructure construction will grow over 10% in 2020, and the real average growth will
be about 6% per year over the period of 2016-2024. The main products in this sector include uPVC, HDPE,
PPR pipes, profile bars, plastic doors and windows, panels, etc. used for construction needs. The main
materials for construction plastic products are PVC, PP, and HDPE resins. According to the plastic industry
development plan of 2020, the plastics industry will be restructured towards reducing the proportion of
packaging and consumer plastics, and increasing the percentage of the construction and technical plastics
segment.
The construction segment is under pressure of intense competition. The two largest firms in this segment
are Tien Phong Plastic JSC (NTP), who leads the northern market with a regional market share of around
60%, and Binh Minh Plastic JSC (BMP), dominating the southern market with a market share of nearly 50%
there. However, in recent years, these two firms have begun to expand their market share by penetrating
into Central Vietnam, which has no leader yet. The acquisition of Five Star Plastic JSC and the merger plan of
Da Nang Plastic JSC is a token for this strategy. Apart from BMP and NTP, other firms such as Hoa Sen
Group, Tan A Dai Thanh, and Europipe have begun to penetrate into the construction plastics market, too.
In conclusion, the competition in construction plastics has become increasingly intense. Although, domestic
plastics enterprises remain dominant due to their sizes and strong brands, their respective market shares
may drop if they fail to adapt to a more competitive market.
Below are some of the biggest construction plastics companies in Vietnam:
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No

Company
name

1

Tien Phong
Plastic
Co.,Ltd

http://nhuatienphong.vn/

135 Xo Viet Nghe Tinh,
Ward 17, Binh Thanh
Dist., Ho Chi Minh City

N/A

2

Binh Minh
Plastic
Co.,Ltd

http://www.binhminhplastic.c
om.vn/lien-he.aspx

240 Hau Giang, Ward 9,
Dist.6., Ho Chi Minh City

binhminh@binhmi
nhplastic.com.vn

Website

Address

Email

Technical segment: Since the early 1990s, technical plastics have been officially used in Vietnam to
manufacture supporting gears of water meters and electric meters, ball-point gauges (POM), and textile
machine parts (PA), electrical components (ABS), uPVC pipes and fittings.
In recent years, people have applied plastics to replace traditional materials for producing technical
products and spare parts. Currently, technical plastics are widely used in the fields of automotive,
motorbikes, electronics, refrigeration, machinery and equipment spare parts, optical devices, and many
other industries. Despite the limited number of enterprises, the total production volume of this segment
makes up 19% of the total production of the plastics industry and primarily serves the domestic market.
One of the strategies for the development of Vietnam's plastic industry is to gradually increase the
proportion of technical plastic products in the manufacturing industry, with a localization rate target of 4050%. Besides, it is necessary to ensure manufacturing and assembly of plastic components for 2 million TVs,
1 million computers and about 5 million phones annually.
3.3. Technologies, needs and opportunities
Outdated technology and machinery leads to ineffective production and presents an opportunity for Austrian
manufacturers of plastics machines. Vietnam currently imports about 90% of total machinery and equipment
for domestic plastic production. Most of it is imported from Asian countries including China, Japan, Taiwan,
and Korea, as well as European countries such as Germany, Italy, and Austria. Import value in 2018 was USD
1.56 billion.
Proportion of imported plastics processing machines 2018
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34%
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Figure 9: Proportion of imported plastics processing machines 2018 (source: https://trademap.org) – Consolidated based
on HS Codes 847710-847720-847730-847740-847751-847759-847780-847790)

In recent years, along with the rapid growth of the plastics industry, plastics companies have invested
intensively in upgrading technology, machinery and equipment to be able to compete effectively in both
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domestic and international markets. According to VPA, currently, there are more than 10,000 machines and
equipment in the plastic industry, including 6,000 molding machines, 3,000 blow-molding machines and
1,000 extruders. Most high-tech machines are concentrated in large companies.
The technologies applied in Vietnam are as follows:
Injection molding technology: Vietnam currently has around 6,000 injection molding machines to make
plastic parts and components for electronics, electrical equipment, motorbikes and the automotive industry.
75% of these machines are outdated, and only about 1,000 of them are of the new generation. Some major
brands of imported machinery in the Vietnamese market are:
•
•
•

EU: Engel (Austria); Demag, Battenfeld, Krauss Maffei, Arburg (Germany)
Canada: Husky
Asia: Mitsubishi, Nigata, Toshiba, Kawaguchi, Sumitomo, Nissei, Kurabe (Japan); Chen De, Chuan
Tian, Hai Tian, Yue Hong, Jwell, Keewa, Dakelianshun (China); LG, Dongshin, Woo Jin, Jinhwa
(Korea); Chuan Lihfa, Fu chu sin, Lien yu, Yanghing, Jonwai, Han Chang (Taiwan)

Injection blow molding technology: Many plastics manufacturers in Vietnam are using injection blow
molding machines to produce packaging products, including PET bottles and kegs. Some major brands of
imported machinery in the Vietnamese market are:
•
•
•

EU: Sipa (Italy); Sidel (France)
Canada: Husky
Asia: Nissei, Placo (Japan); Kaimei, Parker (Taiwan); Sinco (Thailand); Hongzhen (China)

Extrusion Technology: Extrusion technology is often used to make PVC drainage pipes, PE water supply
pipes, plastic fiber optic cables, plastic doors, frames, roofs, and wall coverings. Some major brands of
imported machinery in the Vietnamese market are:
•
•
•

EU: Amut SP (Italy); Battenfeld, Krauss Maffei (Germany); Battenfeld-Cincinnati (Austria)
USA: PTI – Plastic technical International GmbH, SMS Plastic Technology, Tecnomatic (US)
Asia: Shin Kwang Engineering Co., (SK), Yarn Bang Electrical Machinery Co., ltd., SM Platek (Korea);
Ka lien, Wuhan, Sen fa Machine Co., ltd (Taiwan); Koei Industrial Co., Ltd, Nissei, Sumittomo,
Mitsubishi (Japan), Zhangjiagang (China).

Recycling: Recycling volumes are still too low in Vietnam, and there is big potential in recycling especially of
food packaging and PET bottles. The Vietnam Plastic Association estimates that plastics firms could reduce
production costs by more than 15% if the amount of recycled input materials rises to 35-50%. Companies
participating in plastic recycling can enjoy the Government's incentive policies and face demand for raw
materials of the large plastics manufacturing industry. At the same time, there are also challenges in
ensuring environmental standards through investment in machinery, modern technology, and compliance
with environmental laws. Recently, the Government of Vietnam has issued many preferential policies for
businesses to invest in advanced equipment and technology to recycle plastic waste. By promoting domestic
plastic recycling activities, Vietnam could meet 50% of raw materials for plastic manufacturing. Observation
shows that local businesses are also paying more and more attention to this sector and start investing. For
example, a big player in the plastic industry has invested in a plastic recycling plant in Long An Province with
a production technology line completely imported from Austria. Experts say that in the near future, with the
encouragement of the Government, businesses in Vietnam will boost investment in this segment.
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4. PACKAGING INDUSTRY
4.1. Overview
With annual growth in the double digits, Vietnam's packaging industry is attractive for packaging equipment
suppliers and foreign investors alike. According to Mr. Nguyen Ngoc Sang, Chairman of the Vietnam
Packaging Association (Vinpas), the packaging industry has grown 10-15% on an annual average over the
past several years, and even 20% in 2019. This growth is quite impressive, and many investors expect the
industry to show high growth as well in the near future. Currently, Vietnam has more than 2,000 packaging
factories, 70% of which are concentrated in the Southern provinces. There are many businesses participating
in the packaging market, with different types of materials, such as carton, paper, plastic, metal film, etc.
The domestic and foreign demand of Vietnamese packaging will continue to increase in the coming time, due
to the food, electronic, chemical and pharma industries. The packaging industry is a large contributor to the
local economy, and plastic packaging accounts for more than half of it. However, with the growing trend of
using safe and sustainable materials, consumers are increasingly turning to alternative products such as
paper packaging.
Over the past three years, Vietnam has attracted manufacturers around the world to invest in packaging
factories because of its market and cost advantages, competitive HR and a favorable investment
environment. Meanwhile, domestic manufacturing enterprises are under pressure of competition, so they
must enhance production efficiency to increase competitiveness. Notably, the rising demand for consumer
goods, packaged foods, bottled beverages and pharmaceuticals is growing, leading to a rise in output of
packaging products.
According to data from the Vietnam Retailers Association, the food and beverage sector currently accounts
for the highest proportion of Vietnamese consumers' monthly expenditure structure, i.e. 35% of household
spending. Annual consumption value of food is estimated at 15% of GDP, and is on the rise. In 2019,
consumption of food and beverages grew strongly by 18%. Products are increasingly abundant and growing
in number, and this is one of the major driving forces for Vietnam's packaging and processing industry to
reach a new level. In addition, Vietnam is one of 17 countries with the highest pharmaceutical growth in the
world, with a market size of about USD 5.1 billion USD (IMS Health). Global Data Market Research Company
also pointed out that Vietnam will be one of three countries that will continue to have good pharmaceutical
growth in the coming time, reaching an average of 10% per year. Besides, supplementary foods and
cosmetics are also growing very strongly. All of these sectors demand for modern, convenient and
environmentally friendly packaging.
Apart from that, packaging is not just used for manufacturers' products but also for their e-commerce
partners. When delivering products to customers, these partners do leave their footprint/logos on the
delivered products. E-commerce firms like Lazada therefore have cardboard boxes with their logo printed
on. Thanks to that, the Vietnamese packaging industry has also gained market share, and packaging
consumption is set to grow in the double digits.
Foreign investment: According to recent forecasts, the annual growth of Vietnam's packaging industry will
not be lower than at least 10% in the coming years. This is a "desirable" growth rate for foreign corporations,
which has led to several M&A deals in the past the years with Vietnamese companies on the selling side. The
Government now allows companies with 100% foreign capital to operate in the printing and packaging
industry. This brings many challenges to Vietnam’s packaging industry, but on the other hand, it is a driving
force for local enterprises to improve quality, productivity and technological innovation.
Some remarkable deals such as TC plastic packaging company - a member company of SCG Group
(Thailand) has acquired 80% of the shares of Tin Thanh Packaging Joint Stock Company (Batico) for over USD
44 million. In addition, SCG also owns Kraft Vina factory of Kraft Paper Co., Ltd. (Vina Kraft Paper Co., Ltd).
SCG shares that the expansion of investment is to meet Vietnam's rapidly growing packaging demand
because domestic packaging production only meets 70% of local demand and has huge export potential.
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At the same time, Korean and Japanese businesses are also engaged in M&A deals in the packaging industry
in Vietnam. Dongwon Systems Corporation (Korea) invested USD 21.86 million to buy Minh Viet Packaging
Co., Ltd., and spent nearly USD 39 million to buy a stake of 47% of Tan Tien Plastic Packaging Joint Stock
Company. Earlier, MeiwaPax Group spent USD 15.38 million to buy Saigon Trading and Packaging Joint Stock
Company (Saigon Trapaco); Oji Holding Corporation (Japan) acquired United Packaging Co., Ltd.; Sagasiki
Vietnam purchased Goldsun Printing and Packaging Joint Stock Company.
As foreign invested enterprises (FIEs) are increasingly investing in Vietnam, the demand for paper packaging
for machines, equipment and goods is growing. Intel and Samsung have invested in building more factories,
and recently, Alibaba and Amazon have started their business in Vietnam to help create a complete supply
chain in which paper packaging is an integral auxiliary product. In fact, even though big foreign companies
have factories in Vietnam as part of their value chain, the works carried out in Vietnam are mostly assembly
including packaging. This is especially true in the electric and electronic sectors.
4.2. Segments and key players
While metal packaging is less developed in Vietnam, it is worthwhile having a closer look at both plastic and
paper packaging.
In 2019, plastic packaging was the largest packaging segment with a market value of over USD 12.6 billion.
Flexible packaging for the food industry and PET bottles were the two sectors achieving the highest growth
rate. Domestic manufacturing companies took most of market share in PET bottle production. Most of the
plastic boxes, PE and PP bags are used for agricultural products such as rice, sugar, coffee, or chemicals
(fertilizers). The market size of this segment is quite significant with approximately two billion plastic bags
manufactured annually. Accordingly, the plastic packaging sector reached an export turnover of USD 893,3
million in the year of 2019. Export markets include Japan, US, UK and Germany.
Flexible packaging includes mono-layered and multi-layered segments, of which the former is dominated by
medium and small family businesses producing mainly low value products, while the latter serves an
increasing demand from the food and beverage sector. In contrast to flexible packaging, rigid packaging
includes companies that manufacture PET/non-PET (HDPE, LDPE) bottles, preforms, trays, and tubes used
for packaging.
Competitiveness in the sector of plastic packaging is very high. Thai, Korean and Japanese enterprises have
gradually acquired a series of well-known Vietnamese plastic brands. Thus, market shares of domestic
enterprises are smaller today, especially for companies limited in finance, design, and technological
capacity, which additionally have to cope with rising labor costs. FIEs have an advantage over domestic
companies, as their advanced technology, fully closed production line and high automation results in lower
cost and higher productivity. In addition, they have better access to foreign suppliers than local companies
do.
The market is separated between businesses targeting small-scale customers and companies making
branded packaging for large customers. For example, big brand PET bottles, such as Tan Tien Plastic and
Rang Dong Plastic, dominate the market share of environmentally friendly plastic packaging; while paper
packaging for the dairy market is dominated due to high technology requirements by Tetra Pak (Sweden),
Combibloc (Germany), etc.
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Figure 10: Key players in Vietnam’s plastic packaging market

Below are some names of the biggest plastic packaging companies in Vietnam:
No

Company name

Website

Address

Email

1

Tapack

https://www.tapack.com/home
.html

Lot II, Group 4, Road 13,
Tan Binh Industrial Zone,
Tay Thanh Ward, Tan Phu
Dist, HCM

tantieninfo@
tapack.com

2

Batico

http://www.batico.com/en/

Lot C20, Duc Hoa Ha
Plastic Industrial Zone,
Binh Tien Village, Duc Hoa
Ha Commune, Duc Hoa
District, Long An Province

tinthanh@b
atico.com

3

Liksin

https://liksin.vn/

159 Kinh Duong Vuong,
Ward 12, Dist.6, HCMC

info@liksin.v
n

4

Rang Dong Plastic

https://rdplastic.com.vn/

H1, H2, H3, H4, H7, H8, H9
Street 3, 8, 9; Industrial
Tan Do; Duc Hoa Ha; Long
An

sales.packa
ging@rdplas
tic.vn

5

Saplastic

http://www.saplastic.com.vn/

Lot II - 2B, Area V,
Industrial group II, No. 10
Street, Tan Binh Industrial
Park, Tay Thanh Ward, Tan
Phu District, Ho Chi Minh
City

info@saplas
tic.com.vn

6

Thanh Phu Plastic
Packaging

https://www.thanhphupack.co
m/Contact.html

652 Ho Hoc Lam, 14th
Quarter, Binh Tri Dong B,
Binh Tan Dist, HCM city

info@thanhp
hupack.com

On the other hand, paper packaging is an auxiliary product for the processing industry, with no major
characteristics or differences. In addition, the product does not need to build a distribution channel and
there are no barriers arising from government policies. Barriers to entry into the industry are mainly capital
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requirements, since the investment capital necessary for a packaging factory is quite large, requiring
businesses to have good financial potential. This is the reason why foreign-invested enterprises are
dominating the Vietnamese paper packaging market.
The number of companies involved in the final production of paper packaging is quite large in Vietnam, with
more than 200 suppliers. Competition among these enterprises is fierce, especially between domestic
enterprises and foreign-invested ones. The major FDI enterprises in the paper packaging industry come
from many countries with developed packaging industry such as Japan (Ojitex, Tohoku...), Malaysia (BoxPack), Taiwan (YFY, Cheng Loong, Viet Long ...), Thailand (Alcamax, Tan Á ...).
Manufacturing enterprises are concentrated mainly in the south of Vietnam. Due to the strong development
of the processing industry, especially in the southern key economic zone (Ba Ria Vung Tau - Dong Nai - Binh
Duong - Ho Chi Minh City), packaging enterprises are also located in this area (accounting for nearly 80% of
the industry's total output, of which the Southeast accounts for 60% of the packaging production).
Below are some of the biggest carton/paper packaging companies in Vietnam:
No.

Company name

Website

Address

Email

1

New Asia Industries

http://www.newasiavn.com/gioithieu.htm

Road 2, Binh Chieu
Industria Zone, Thu
Duc Dist., HCMC

sales@newasiavn.com

2

Bien Hoa Packaging

http://www.sovi.com.vn/

Road 7, Bien Hoa 1
Industrial Zone, Dong
Nai Province

sovi@sovi.com.vn

3

Gia Phu Packaging

http://tppc.com.vn/giaphu.html

Road 1, Tan Thuan
Industrial Zone, Dist.7,
HCMC

richard@tppc.com.v
n

4

Asia Packing

http://asiapacking.vn/

Duc Hoa Ha Industrial
Zone, Long An

sales@asiapacking.
vn

4.3. Technologies, needs and opportunities
According to the Vietnam Packaging Association, packaging production is of the fastest growing industries
today, with an average annual output growth of 20%. Consumers tend to require not only beautiful design
and good storage properties, but also good guidance and branding. This puts pressure on Vietnamese
businesses.
Currently, many large Vietnamese enterprises import advanced machines, equipment and technologies to
meet the needs of the food processing and packaging industries, such as Vinamilk, Vissan, SG Food, PAN
Food etc. Vietnam is thus a potential market for foreign businesses seeking opportunities to expand markets
and export machinery, equipment and technology. Convenience packaging and environmental concerns are
trends to stay in the Vietnamese packaging sector.
Some foreign enterprises try to penetrate the Vietnamese market with printing technology for packaging. In
addition, many Vietnamese companies in the food processing and packaging industry are interested in
technology and knowledge transfer regarding packaging design and ensuring packaging quality. At the same
time, design and quality of raw materials play an important role in the development of the packaging
industry in Vietnam. There is a high demand for machinery and equipment that helps meet consumers'
requirements on tracing the origin of products printed on packages, so consumers can check information,
quality and production processes.
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For the reasons mentioned above, domestic enterprises in the field of packaging are forced to change and
invest more to compete with foreign businesses. Currently, Vietnamese packaging businesses are applying
different technologies in production such as ERP and Blippar to improve product quality. However, not all
packaging enterprises meet the capital requirements to invest in modern production lines. Therefore,
foreign enterprises still dominate the market.
Changes in buying behavior from brick-and-mortar stores to e-commerce bring about new requirements for
packaging, labelling and sales promotion. Therefore, Vietnamese packaging manufacturers are trying to
redirect and invest in the following trends to meet the new requirements of the market:
Digital Printing: Digital printing gives packagers far more options in personalizing and customizing than
mechanical processes like typesetting did. Most packaging companies switched from analogue to digital
within the past decade. However, it takes time to retool a factory completely. In 2020, there are only a few
companies not getting on the digital train and making such progressive investment.
Small and medium enterprises in Vietnam are under enormous pressure to cut costs, improve productivity
and autonomy in packaging printing as well as meet the digitization trend. That is why many of them choose
digital packaging solutions to be printed on the spot in order to get finished products quickly with reduced
costs. With this technology, Vietnamese businesses can expand the market share of their own brands. The
enterprises applying this technology are usually local small and medium consumer goods companies, many
of which specialize in providing innovative, natural products to consumers.
Personalized Packaging: Digital printing makes it far easier to customize packaging and add personalization
to products. This trend has been building up for a few years, and it has a major impact on the industry in
2020. Some of the top product brands in Vietnam have explored personalized packaging and found a
significant return on this innovative marketing investment, such as Coca-Cola printing people’s names on
their soft drink containers, Bud Light printing football teams on their beer cans, etc.
Transparency and clean labels: Presenting product information in a clear and transparent way is another
strong industry trend for 2020 representing the longing for trust and honesty. Today, as consumers have
much improved access to information, they can better educate themselves to make a decent product choice.
Content (ingredients) and packaging methods are most relevant in this regard. This is especially true for the
food sector, where manufacturers trace the product from its origin to the packaging stage, and consumers
can access such information via a QR code printed on the packaging. Although not many Vietnamese
consumers have a habit of using smartphones to access information when buying goods, this trend may
change consumption behavior soon.
Growth in flexible packaging: Flexible packaging continues to gain great popularity, too, and there is a good
reason for it. Technological advancement in flexible packaging materials makes them suitable for many
consumer products today, which before were constrained to rigid and hard materials. Currently, Vietnamese
businesses, which can afford importing advanced machinery and equipment for production, are usually big
names such as Tan Tien, Tin Thanh, Rang Dong and Saplastic. With flexible packaging manufacturing,
companies have to upgrade their production lines every year, and the investment necessary is often huge.
Recycled packaging products in use: Recycling is a rather new but important trend in Vietnam, which is one
of the world’s largest polluters in solid plastics and packaging. Nine leading companies in the field of
consumer goods and packaging have together established the Vietnam Packaging Recycling Alliance (PRO
Vietnam) in mid-2019. For the first time, businesses competing in the market, try to cooperate with the
common goal to improve the Vietnamese environment. PRO Vietnam’s founding pioneers include TH Group,
Coca-Cola Vietnam, Friesland Campina Vietnam, La Vie, Nestlé, Nutifood, Suntory PepsiCo Vietnam, Tetra
Pak and Universal Robina Corporation.
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5. FOOD PROCESSING INDUSTRY
5.1. Overview
Vietnam's food processing industry witnesses a strong growth trend, gradually supplying many competitive
products both for the domestic market and for export. With over 9,000 manufacturing companies focusing on
export and thousands of processing units, in recent years, Vietnam's food processing industry has grown
steadily at about 10% per year. The estimated annual food consumption value accounts for 15% of GDP.
Vietnam has a population of nearly 100 million people, making it a huge market for food in Southeast Asia.
According to Vietnam Trade Promotion Agency (Vietrade), annual domestic consumption amounts to USD
42.8 billion. Small traditional retailers (traditional markets and small independent stores) are dominating
Vietnam’s food retail sector, but modern retail channels are robustly expanding in response to growing
consumer demand. Key modern retailers are Vinmart, Aeon Mega Mart, MM Mega Mart, Big C, Co.op Mart,
Lotte Mart, and Circle K. In addition, Vietnam integrates with the world economy through bilateral and
multilateral free trade agreements. These agreements provide vast market opportunities for Vietnam's food
processing industry.
Lately, the products of the local food processing industry have increased at different levels, since diversified
product structures and high quality products have to meet the needs of domestic consumers and demanding
export markets. Nevertheless, traditional structures dominate, and current processing activities must be
upgraded to match with international quality standards. The development of economic relations with the
region and the world has created new opportunities and placed Vietnam's food processing industry in a
competitive position. Products of Vietnam with good quality, low price and nice design are much sought after,
and the provision of such goods is one of the major challenges that Vietnam's food processing industry is
facing.
Due to the positive outlook of the food processing industry, many companies have entered the sector in
Vietnam. Besides large businesses, such as Vinamilk, TH TrueMilk, IDP, Masan, Dutch Lady, Nutifood,
Habeco, Sabeco, Tribeco, URC, Kinh Do, Bibica, Huu Nghi, Tan Hiep Phat together with foreign companies
such as Coca-Cola, PepsiCo, Unilever, Nestlé and San Miguel, many powerful local groups also have become
active, for example Hoa Phat, Hoang Anh Gia Lai or Vingroup.
Foreign trade: Vietnam is a leading producer and exporter of a variety of agricultural and fishery products
including rice, fruits and vegetables, catfish, shrimps, cashews, coffee, and pepper. The export market of
Vietnam's food processing industry is constantly expanding. Products of this industry are shipped to more
than 100 countries and territories, especially in Asia (rice, vegetables, cashew), Europe (coffee, vegetables)
and Northern America (seafood, coffee, cashew products). Export value in 2019 reached USD 23.1 billion.
At the same time, the country imports large amounts of agricultural and food products to meet a growing
demand from both human and animal consumption. Import value in 2019 was USD 9.8 billion, of which 70%
are from India, Thailand, Hongkong and USA, whereas EU countries account for only 5%.
5.2. Segments and key players

5.2.1.

Livestock

The livestock sector in Vietnam is well known for pork and poultry production, but next to pork and chicken it
also includes beef, buffalo, and a small number of goats. The largest share in livestock products has pork
with 79.4%, followed by poultry with 12% and red meat with 8.6%. Pork is also the most-consumed meat in
Vietnam.
Vietnam ranked 5th in global pork production in 2018. Livestock production reached more than 2.8 million
tons in 2018, and it is estimated to continue growing with a fast pace, as small and large commercial farms
are projected to increase by more than 300% in 2020. However, the processing industry in the livestock
sector is still limited due to the traditional purchasing characteristics of the Vietnamese people. Buying fresh
meat after slaughtering at the wet market is still practiced by 86% of Vietnamese people. Vietnamese people
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are currently not buying much processed food from supermarkets, convenient stores, etc. However, this
habit is about to change, and distribution channels like supermarkets, hypermarkets, and departments store
are gradually becoming more important. This will encourage further processing of livestock products, e.g.
steaks, packaged meat, canned food, sausages, etc. Vietnam’s estimated total meat imports for 2019 stand
at 65,865 tons, which is dramatically higher than in previous years, while the country’s own meat production
has increased by only 6% between 2010 and 2018.
The livestock industry is very important for the Vietnamese rural economy. It accounts for 27% of the
contribution of agriculture to national GDP, about 6% in total. However, livestock production is fragmented
and mainly conducted by small-scale households. There are about 11 million household producers, who are
owning from 1–20 pigs and/or 1–200 poultries; in addition to more than 110,000 small-scale commercial
farms and about 6,000 large-scale commercial farms. Still in 2018, the small-scale households produced
65% of the whole white meat (poultry and pork) in Vietnam. However, the numbers of small holders have
since decreased by an estimated 18%, whereas small and large commercial farms will have increased their
number by 308% and 350%, respectively.
There are some large food processors, both state owned and privately owned, which mainly focus on
producing sausages, Chinese sausages, spring rolls, and canned meat. Most of these products serve the
local market, and it will take time to shift to exporting activities, where high international standards in terms
of hygiene, quality, packaging and labeling are strictly required. According to the Department of Livestock
Production (Ministry of Agriculture and Rural Development), 91% of meat provided to consumers comes in
the form of fresh and manually slaughtered meat, which means elevated risks for food safety and hygiene.
Value chain: In order to compete with import products, some large local companies try to manage the entire
production chain from inputs to production, processing, distribution and selling to be able to offer
competitive prices. In such a “from breeds to table food” approach, they use modern technology and a closed
“3F value chain” - where “3F” means farming (breeding and farms), feed (producing livestock feed) and food
(meat processing) – in combination with supermarkets and fresh food shops.

Figure 11: Livestock value chain
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Below are some of the biggest food processing companies in the livestock sector:
No.

Company name

Website

Address

Email

1

Vissan Corp.

http://www.vissan.com.vn/

420 No Trang
Long, Binh
Thanh, Ho
Chi Minh City

vissan@hcm.fpt.vn.

2

Ba Huan Co.,Ltd

https://bahuan.vn/

22 Nguyen
Dinh Chi,
Dist.6, Ho Chi
Minh City

kimem@bahuan.vn

3.

Masan Group

https://www.masanconsumer.com/

12FL.,
MPlaza
Saigon, 39 Le
Duan, Dist.,
Ho Chi Minh
City

N/A

4

CP Foods

https://cpfoods.vn/

685/84 Xo
Viet Nghe
Tinh, Binh
Thanh Dist.,
Ho Chi Minh
City

info@cpfoods.vn

Machinery and technology: Vietnam's livestock industry set an ambitious goal to produce 6 million tons of
raw pork and 5 million tons of processed meat by 2020, including 1.55 million tons for export. To achieve this
goal, investment in advanced technology, machinery, processing equipment, and appropriate storage and
transportation facilities is essential.
Currently, there are only about 30 companies in Vietnam having modern meat processing plants. They have a
total capacity of less than 500,000 tons/year, with only a few processing companies with a capacity of over
10,000 tons of meat/year. A number of businesses have successfully built their brands in the sector, such as
Vissan, Animex, Duc Viet, C.P, Mavin, Dabaco, Japfa, Massan etc. These are also enterprises with modern
processing plants, meeting international hygiene standards.
Duc Viet Food Joint Stock Company continues for the 6th time to be among the top 500 most growing
enterprises in Vietnam. With main products being sausages and processed foods and with a system of
sausage production lines imported directly from Germany, Duc Viet Food provides the domestic market with
thousands of tons of sausages, fresh and processed food of high quality, according to German standards but
with Vietnamese flavor.
Dabaco's meat processing factory in Bac Ninh has been in operation since 2010. The company supplies more
than 20 types of meat-processed products, such as sausages, canned meat, liver paté, etc. It operates a
chicken slaughter line imported from Denmark, with a capacity of 2,000 heads/hour and a pig
slaughterhouse, providing clean chicken and pork products to the market.
C.P Group owns the most modern poultry slaughtering and processing technology in the north of Vietnam.
The factory was built on an area of 25,000m2, with equipment imported from well-known manufacturers in
the Netherlands, Germany, and Switzerland. There are two independent poultry slaughter and meat
processing systems. The slaughter line has a capacity of 64,000 poultry/day, which is 1,5 times higher than
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the total number of poultry consumed in Hanoi. At their meat processing system, the company processes
pork and chicken from cold storage through a grinding line, adds spices, and send the product through a
press machine to produce sausages or bacon. After a ripening or smoking process, the product are packed
and moved into cold storage. All stages use automated machines, traceability is available when required.
MNS MEAT factory in Ha Nam, which produces MEATDeli meat, is operated according to BRC standards.
Dutch slaughtering and meat processing company Marel provides all machinery and equipment, and EU
experts supervise and inspect the factory. After processing, pork undergoes a cooling and packaging process
with Oxy-Fresh 9 technology to help limit the growth of microorganisms.

5.2.2.

Seafood

In 2019, Vietnam’s seafood exports reached USD 8.6 billion. Despite a lot of efforts, the exports of two key
items (shrimp and pangasius) saw a decline from of the same period of 2018. Strong growth in exports of
other finfish (particularly tuna) cannot compensate for the decline.
Joining free trade agreements, such as CPTPP (effective since January 2019) and EVFTA (effective since
August 2020) provides a good opportunity for Vietnam's seafood producers to expand their market. While the
US Department of Commerce's anti-dumping tax on Vietnamese shrimp has decreased, the IUU yellow card
is affecting Vietnam's seafood exports to the EU, and China, the third largest export destination, has stepped
up border controls.
Shrimp and pangasius are by far the largest fishery export products, accounting for 41.9 % and 28.4 %,
respectively, of total fisheries’ export earnings in 2019 (VASEP). As a result, most of those who are among
the largest processors operate in those two products. Providers of advanced solutions and equipment should
therefore target these large producers, as they potentially have the production capacity and financial ability
to purchase highly advanced and capital-intensive equipment.
Shrimp sector: There are four main inputs being supplied to shrimp farms: 1) seed; 2) feed; 3) chemicals
and medicines; and 4) equipment. In general, these inputs are procured either directly from the producer
(especially large-scale farmers do so); or through local distributors, who often act as middlemen providing
working capital, harvest, and post-harvest services. The way in which farmers purchase their inputs depends
on their financial situation. Farmers with sufficient financial resources will buy directly from the producers
for a slightly better price, while those with a lack of financial resources will buy through traders and pay a
slightly higher price.
The Mekong Delta Region is the most important production region for the Vietnamese shrimp sector. In
general, there four types of farms: three types produce Black Tiger shrimp and one type produces Pacific
White shrimp.
It is very important to realize that the relationship between farmers and exporters differs widely from
province to province and even from district to district. Factors such as the size and production volumes of
farms, the question as to whether there has been a tradition of extensive shrimp farming, and the
background and competitive position of farmers have a great influence on the dynamics in the local supply
chain. The level of vertical integration in the shrimp sector is lower than in the Pangasius sector. The main
reason is that the Pangasius sector is to a lesser extent dominated by smallholders. Moreover, in terms of
diseases and crop failure, pangasius production is less risky than shrimp production. Therefore, compared
to the integrated production facilities are common with pangasius processors and exporters than shrimp
exporters and processors.
In general, shrimp farms in Vietnam are small with less than 1.5 hectares in production and 1.5 tons per
crop per year in productivity. This is true for approximately 70-80% of all farmers. While large-scale black
tiger shrimp farmers and pacific white shrimp farmers are often independent and take care of their own
input supplies and distribution channels for the farm output, small farmers depend heavily on their
relationship with middlemen. The following figure illustrates the value chain in the shrimp sector.
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Figure 12: Shrimp value chain

Pangasius: The following figure presents the pangasius value chain in Vietnam and includes the priority
bottlenecks crucial for the export potential of the pangasius industry. The Pangasius value chain is largely
comparable with the shrimp value chain. However, the distribution channels differ slightly. Over 90% of the
products are directly supplied by farmers to processors. Processors export about 98% of their supply to
international markets while the remainder, which often lacks the required quality, is distributed to the local
market. The 10% share of the total production volume that is marketed through middlemen is mostly (80%)
distributed to wholesalers and retailers who sell it on the domestic market. The remainder is supplied to
processing companies by the middlemen.
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Figure 13: Pangasius value chain

Below are some of the biggest seafood processing companies.
No

Company name

Website

Address

Email

1

Minh Phu Seafood
Corp.

http://minhphu.com/vi/lienhe/

Ward 8, Ca
Mau City, Ca
Mau Province

minhphu@minhphu.com.vn

2

Vinh Hoan Corp.

www.vinhhoan.com.vn

TKT Building,
569 Tran Hung
Dao, Dist.1, Ho
Chi Minh

vh@vinhhoan.com.vn

3.

Hung Vuong Corp.

http://hungvuongpanga.com/

Lot 44, My Tho
Industrial
Zone, Tien
Giang Province

info@hungvuongpanga.com

Machinery and technology: In recent years, the investment in renovating equipment and applying highquality processing technology has made great progress. The technology level for processing frozen aquatic
products in Vietnam is advanced compared to other countries in the region and around the world. The
modern equipment and machinery with high productivity meet the requirements of food hygiene and safety.
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The scientific research and application in processing and preserving aquatic products have created many
new commodities, changing the structure of aquatic products from preliminary processed aquatic products,
to diverse and high value-added seafood products. The proportion of value-added products reaches nearly
50%, meeting all requirements of domestic and foreign markets. Some kinds of value-added products with a
higher content of processing technology are collagen from catfish skin, canned food, instant sashimi
products, breaded fish pies, spring rolls, sausages, and surimi.
There is a market for research and technology application in collecting, processing, preliminary processing
and preserving aquatic products on fishing ships, as well as seawater cooling technologies for preserving
marine products. Companies have invested especially in technologies to contain and preserve aquatic
products, helping to reduce post-harvest losses and create better food hygiene and safety. Preservation and
transport technologies for live seafood (fish, mollusks, crustaceans) has increased the value of seafood raw
materials, meeting the increasing demand of consumers, particularly in big cities. More recently, some
companies created products for food and non-food industries by utilizing by-products and waste, such
improving economic efficiency and contributing to environmental protection in the seafood processing
industry.

5.2.3.

Dairy industry

The production and processing of milk and milk products has developed dynamically in recent years, and
Vietnamese dairy products have started satisfying domestic and also export demand. Indeed, Vietnam is one
of the few countries in Asia that exports milk, currently to more than 40 foreign countries. In addition, the
sector has contributed significantly to the state budget, creating many jobs in the agricultural sector.
Over 80 companies and 24,000 households operated in the dairy industry in 2019. Their export value amounts
to roughly 100 million USD and consists of modified whey powder, cream milk products, liquid yogurt, butter,
cheese and curd, concentrated cream and milk, etc. to countries such as China, Iraq, Japan, and Canada. On
the other hand, Vietnam heavily relies on imported dairy products from New Zealand, Southeast Asia, the
EU, and the US, with an import volume of 850 million USD last year.
Recently, dairy enterprises have kept growing at double digits, and they will maintain this growth momentum
with rising incomes and demand for healthy products. The dairy sector in Vietnam has a great potential for
development and is gaining attention from domestic and foreign investors. Although domestic milk
production increased by 26.6% per year from 2015 to around 1 billion liter in 2019, it only meets 35% of
domestic demand. According to forecasts, the dairy output may grow by 12% per year until 2025.
The two main segments leading the growth of the domestic dairy industry are liquid milk and powdered milk.
The total value of these two products accounts for three quarters of the market value (powdered milk 45%
and liquid milk 30%).
Foreign companies, such as Abbott, Friesland Campina Viet Nam and Mead Johnson, hold large market
shares in powdered milk, because Vietnamese consumers are still willing to pay higher prices for foreign
brands. Besides Vinamilk, which is the biggest local player, other Vietnamese brands operate in this
business, such as TH Milk, Nutifood, IDP, Hanoi Milk, etc.

Ein Service der AUSSENWIRTSCHAFT AUSTRIA

37

Powdered milk: Market shares of big brands in Vietnam in 2019
Vinamilk

1%
4%

5.8%

Abbott Vietnam
24.6%

9.3%

Frieslandcampina Vietnam
Mead Johnson
Nutrition Vietnam

14%

Nestle Vietnam
25.3%

Vietnam Nutrition

16%
Meji Holdings

Figure 14: Shares of big dairy brands in Vietnam in 2019 (source: Euromonitor)

In the liquid milk segment, the main product of the dairy sector, Vietnamese companies are presently
dominating, with Vinamilk accounting for nearly 50% of the market share. In addition, advantages in terms of
cost and preservation time are also helping Vietnamese companies dominate the market in many other dairy
products such as pasteurized milk, yogurt, sweetened condensed milk, with a series of domestic brands
such as Vinamilk, TH True Milk, Moc Chau, Ba Vi, Dalatmilk, Lothamilk, Vixumilk and Nutifood.
A majority of milk products in Vietnam target children under three and the elderly, as opposed to the daily
consumption of urban adults. In fact, demand is very imbalanced, since 10% of the population in the two big
cities, Ha Noi and Ho Chi Minh City, consume up to 78% of milk products in Vietnam.
The amount of dairy cows in Vietnam has sharply increased in recent years. According to the General
Statistics Office, until December 2019, the country had 357,000 dairy cows, which is a growth of 21%
compared to 2018. In the last 10 years (2009-2019), the average growth of dairy cow numbers was 11% per
year. Dairy cow farm enjoy large investment by a few big local players, not least because the Vietnamese
government supports the industry and targets to meet 60% of domestic fresh milk demand for an estimated
population of 113 million in 2045. In order to satisfy this target, the country will have to increase the amount
of dairy cows to a production capacity of 5.65 million tons each year.

Ein Service der AUSSENWIRTSCHAFT AUSTRIA

38

Figure 15: Dairy distribution – value chain

Below are some of the biggest companies in the dairy sector in Vietnam:
No

Company
name

Website

Address

Email

1

Vinamilk

https://www.vinamilk.com.vn/

No.10 Tan Trao
Str., Tan Phu
Ward, Dist.7, Ho
Chi Minh City

vinamilk@vinamilk.com.vn

2

TH Milk

http://www.thmilk.vn/common/milk

166 Nguyen Thai
Hoc, Quang
Trung Ward,
Vinh City, Nghe
An Province

N/A

3

Da Lat Milk

www.dalatmilk.vn

11A Co Giang,
Ward 9, Da Lat

infor@dalatmilk.vn

Machinery and technology: A large number of enterprises in the industry are investing in modern equipment
and advanced technology in order to produce high-quality products, ensuring food safety and
competitiveness in the domestic and foreign market. Most major enterprises in the industry possess quality
management systems according to international standards such as ISO, HACCP, etc. An exception are
several small enterprises that do not meet the quality and food safety standards yet.
Most dairy factories in Vietnam emerged after 1990 with integral and modern investment scale.
Comprehensive and self-contained production lines as well as advanced technology are imported from EU
dairy producing countries, including Sweden, Denmark and German-speaking countries. Enterprises
invested in automatic control programs in order to control closely the technical parameters of the product.
Tetra Pak is a Swedish group specialized in providing, installing lines, equipment for the dairy industry in Viet
Nam. Between 2007 and 2015, Tetra Pak Group installed the automatic sterilized milk packaging machine
system for most dairy factories (357 equipment); 25 sterilized milk processing lines; 3 yogurt processing
lines; soya milk processing lines; 32 main sterilized milk processing equipment, 16 pasteurized milk
processing equipment, 25 sterilized sinks, 15 mixers, 22 CIP devices and 42 anabolic equipment.
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The majority of dairy enterprises invest in comprehensive equipment lines from abroad, whereas other
enterprises only import the main equipment and purchase milk tanks, boiler systems, water treatment
systems, etc. from domestic companies such as Polycochemical Refrigeration Electrical Engineering
Company (POLYCO), Eresson Refrigeration Electrical Engineering Corporation, etc.
In recent years, dairy enterprises invested in the renovation of comprehensive production lines and
packaging lines using sterilized paper packaging. Nowadays, Viet Nam only has two exclusive paper box
cover suppliers, which are Tetra Pak Group and Combiblock (Germany). In 2005, Dutch Lady Ldt.
(FrieslandCampina Viet Nam) invested in an advanced bottling line. In 2008, Nutifood invested in the latest
production line of powdered milk, with equipment provided by WOLF (Germany). In 2013, Vinamilk
inaugurated a baby powder milk factory with a total capital investment of 75 million USD and a capacity of
54,000 tons of powdered milk per year. This is one of the most modern and efficient factories in Asia. In the
production of powdered milk, technologies in use include spray drying and gas blowing.
With yogurt production, Vietnam applies a large number of different technologies in order to ferment the
yogurt, including natural lactic acid fermentation, milk hydrolysis enzymes and the addition of thickening
additives. Major enterprises use automatic fermentation equipment systems controlling fermentation
temperature, ventilation mode, microbial density, pH value, and sterilization mode.
5.3. Technologies, needs and opportunities
The demand for machinery and equipment for the food processing industry is increasing, as the Vietnamese
Government is creating a more favorable environment for this industry, and many food processors are
moving towards high-value products. Many processors in the food industry in Vietnam are therefore taking
steps to modernize their equipment.
Many different processing categories are applied in the F&B industry, such as slaughtering, processing,
packaging, wrapping, cooking, freezing, forming, filling, conveying and sealing equipment, etc. Both local
and international manufacturers in Vietnam do enhance their food processing equipment. This is especially
true in aquaculture, since this sector needs to meet high international quality and hygienic standards to
increase the value of exported products. Demand for livestock processing equipment will also increase in
the coming years to meet various local consumption demands, such as diet food, canned meat, sausage, etc.
While domestic machinery supply cannot satisfy internal demands due to poor design and low quality, it is
important to know that IPR infringements is one of the major problems in this segment. Most domestic
equipment is used by small-scale processing enterprises producing for local demand. Medium and large
processing enterprises usually tend to import advanced equipment yet combine it with domestic equipment
in some processing lines. Instead of using comprehensive solutions, there is a tendency to use piecemeal
solutions in Vietnam.
Major international suppliers of food processing technologies are from Japan, China and Taiwan. Japanese
products are known for good quality and durability in Vietnam, whereas Taiwanese and Chinese products
tend to be chosen for affordability. Other high-quality suppliers come from Denmark, Germany, Sweden,
France, and Italy. Most foreign key players in Vietnam are represented in Vietnam with a representative
office or local sales agency.
Some companies use also big data and AI applications in the food and beverage businesses in Vietnam, such
as VinMart Scan & Go with a super-fast payment capability, which saves up to 90% of the queuing time, or
Vinamilk, with a widespread use of robots in the processing, managing and operation stages. According to
the Vietnam Report survey, the highest potential that big data may bring to the food and beverage industry is
the ability to personalize the product with the help of data collection, data sharing and automation support, in
order to enable the product to meet individual nutritional needs and preferences. Finally, with data collected
from body and health indicators, big data could analyze and suggest the most sensible diet and meal design
according to the health analysis report, and deliver the individualized product to customers. Apart from that,
big data has been used more widely in the food traceability, which is one of the main concerns for
Vietnamese consumers considering food safety issues.
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6. WOOD PROCESSING INDUSTRY
6.1. Overview
The wood processing industry has become the fifth largest export sector in Vietnam after crude oil, textiles,
footwear and seafood. Vietnam has become the leading wood exporter in Southeast Asia. Businesses in
Vietnam are increasingly adapting and changing faster in style and quality, in accordance with the needs of
the market.
2019 continued to be a great success year for Vietnam's export wood processing industry. Export turnover
grew in the double digits, much higher than in previous years, the industry continues to receive great
support from the Government. The EVFTA Agreement, in force since August 2020, as well as the US-China
trade tensions have a positive impact on Vietnam’s wood industry, as new export opportunities emerge.
Currently, Vietnam has about 5,300 wood processing enterprises, 340 woodcraft villages and many
households producing and trading wooden furniture. According to data from the Ministry of Agriculture and
Rural Development, the wood processing enterprises are mostly small. Basing on capital source, 5% of the
enterprises are state-owned, the remaining 95% are in the private sector, of which 16% are foreign invested
(FDI). By the end of 2019, the total number of FIEs operating in the timber industry was 966, with a total
registered capital of nearly USD 6.3 billion. Leading investors are from Taiwan, Hong Kong, China, and
Korea.

Afforestation

Exploitation,
purchasing

Preprocessing

Refining

Consumption

Figure 16: Value chain of Vietnam’s wood processing industry

Domestically harvested raw wood (mainly planted timber) is distributed through four main channels:
•

Channel 1: Planting households sell to local carpentry factories (retail) to manufacture household
carpentry and household furniture such as beds, wardrobes, tables, chairs, doors, etc., and products
for construction such as poles, formworks, purlins, etc. This market channel is largely local and
self-sufficient. Forestry and plantation companies are less involved in this distribution network.

•

Channel 2: Households, inter-family households, cooperatives, even some small-scale
afforestation and timber harvesting businesses sell timber to collectors (wholesale). Collectors
transport and resell to processing facilities and enterprises.

•

Channel 3: Households, inter-family households, cooperatives, even a number of afforestation
and timber harvesting enterprises sell timber to processing enterprises and facilities under
contracts signed between the parties. Units with a large volume of timber, certified timber and a
part of imported timber often organize sales under this channel.

•

Channel 4: Imported wood, natural forest wood, rubber wood, etc. are often distributed through
timber markets and auctions. Currently, most rubber wood, imported wood, natural forest wood
exploited domestically, confiscated wood, etc. are distributed via this consumption channel. Most
localities which have large consumption of wood materials, such as Bac Ninh, Nam Dinh, Binh Dinh,
Dong Nai, etc. are forming large wooden markets. Some big enterprises such as TAVICO (Dong Nai)
also organize their own wooden market to distribute timber (mainly imported) to processing
enterprises.

In addition, processing enterprises also directly import wood materials from abroad for their processing
activities. However, this distribution channel is neither large nor frequently used.
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In 2019, Vietnam's export turnover of timber and wooden products reached USD 10.33 billion, up 22%
compared to the turnover in 2018. The following figure shows the change in turnover in recent years.
Export turnover of Vietnamese
wooden products in billion USD
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Figure 17: Export turnover of Vietnamese wooden products in USD (source: GDCV 2020)

Vietnamese wood (product) exports mainly go to the US, Japan, China, the EU and South Korea, with the US
showing by far the highest growth in demand. Commodities with large export value include furniture, wood
chips, chairs and planks. Furniture and furniture parts continue to be the leading export commodity group of
Vietnam. Exports in 2019 reached over 122 million units with a turnover of USD 6.8 billion. Woodchip is one of
the most important export items of Vietnam's wood industry. In 2019, woodchip exports reached more than
12 million tons of dry wood, an increase of 16% compared to the export volume in 2018. Export turnover
reached nearly USD 1.7 billion USD, up 26% compared to the turnover in 2018. The following table describes
changes in export turnover of major commodity groups.
Items

Value (USD)
2016

2017

2018

2019

Woodchips

986,850,338

1,072,656,296

1,340,083,064

1,687,327,066

Logs & sawn timber

249,574,740

172,336,959

63,938,770

48,599,081

Types of planks

407,217,425

506,328,517

790,400,688

848,172,261

Furniture

4,540,152,673

5,229,866,194

5,365,635,325

6,836,091,163

Other wood products

615,269,556

422,925,695

916,330,818

910,330,504

The US is Vietnam's most important export market for wooden products. The export value reached USD 5.1
billion, the highest level ever, accounting for about 50% of the total export turnover of wooden products in
the same year. In 2019, Vietnam's export of wooden products to the EU-28 reached USD 864.6 million, up
10% compared to 2018. Compared to other major export markets, such as the US and Japan, the demand
growth in the EU is much lower.
Vietnam has become a furniture export center of the world. Its wood processing industry is continuously
expanding. The Government is currently maintaining a policy of banning logging from natural forests. The
government has identified wood processing as a key economic sector of Vietnam with an export target of
USD 20 billion by 2025. Government policies, mechanisms and business operations always aim to expand
exports, and this has an impact on all stages of the supply chain, from the supply of raw wood to export. The
Government has continued to encourage the supply of "clean" domestic wood (mainly planted timber,
including acacia and rubber) and created a clear mechanism for raw wood import. The supply of domestic
acacia and rubber is actually increasing, but not enough to provide for export processing and domestic
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consumption. To ensure the source of raw wood for processing, Vietnam must import a large amount of raw
wood from many countries and territories each year. The following figure shows the details of wood products
imported into Vietnam in the last three years.
In 2019, the import value of wood and wooden products reached USD 2.54 billion, an increase of 9%
compared to the turnover in 2018. China, Africa, America, the EU and Thailand are the main wood import
sources for Vietnam. In recent years, rough round/square sawn timber, sawn timber and planks have been
the three largest imported commodity categories.
6.2. Key players
The growth of the wood processing industry in the last decade has attracted the attention of foreign
enterprises. FIEs are increasingly involved in all stages of the supply chain, especially in processing and
exporting. In the context of the US-China trade tensions, the participation of FIEs is even increasing. The
wood processing industry is focusing its priorities on expanding exports. Currently, the export turnover of
FIEs accounts for nearly 50% of the whole industry. About 74% of FDI projects focus on the Southeast region,
mainly in two provinces of Binh Duong and Binh Phuoc. FDI activities in the wood processing industry are
growing strongly, both with new and current projects. The number of new FDI projects is big with a variety of
investment countries, but most are from Asia. In general, small-scale investment projects mainly focus on
wood processing and artificial board production.
In 2019, 663 FIEs directly participated in exports, an increase of 26% compared to in 2018. FIEs participating
in exports accounted for 14.9% of the total number of export enterprises. In the same year, the export
turnover of this group of FIEs reached USD 4.95 billion, up 25% compared to 2018, and equivalent to nearly
48% of the total export turnover of the whole industry (USD 10.3 billion).
The number of domestic enterprises participating in export in 2019 is 3,801. Although the number of
domestic enterprises directly involved in exports also increased rapidly by 43% in 2019, the increase in
export value was lower than with the FIE, reaching about 19%. Export turnover of domestic enterprises
reached USD 5.37 billion, accounting for 52% of the total.
Some major businesses in the industry are as follows:
No.

Company
name

Website

Address

Email

1

Truong
Thanh
Corporation

https://truongthanh.
com/#

1 Einstein, Binh Tho Ward,
Thu Duc Dist., HCM

contact@truongthanh.com

2

Thuan An
Wood
Processing
Joint Stock
Company

https://gothuanan.vn
/

Binh Duong Avenue, Thuan
Giao, Thuan An, Binh
Duong

info@gothuanan.vn

3

Duc Thanh
Wood
Processing
Joint Stock
Company

http://www.dtwoodv
n.com/

21/6D Phan Huy Ich Str,
Ward 14, Go Vap District,
HCMC

ducthanh@dtwoodvn.com

4

AA
Corporation

http://www.aacorpor
ation.com/?lang=vi

Bitexco Financial Tower,
Floor 43A, 02 Hai Trieu,

info@aacorporation.com
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Ben Nghe Ward, District 1
Ho Chi Minh City
5

Minh Duc
Corporation

www.mocminhduc.c
om

Asuva 9 Building, 9A Thanh
Liet Str., Thanh Tri, Ha Noi

cskh.luxurious@gmail.com

6

DLG Group

http://duclonggroup.
com/

90 Le Duan, Phu Dong
Ward, Pleiku City, Gia Lai
Province

duclong@duclonggroup.com

7

Vinafor

http://vinafor.com.vn
/

Floor 13 + 14 Vinafor
building, 127 Lo Đuc, Hai
Ba Trung, Ha Noi

vinafor@vinafor.com.vn

8

Hoa Phat
Furniture
JSC

http://hoaphat.com/
en/

Road B4, section B, Pho
Noi A Industrial Zone, Lac
Hong commune, Van Lam
district, Hung Yen province

furniture@hoaphat.com.vn

6.3. Technologies, needs and opportunities
Against the backdrop of a strongly growing industry, domestic wood processing enterprises need to invest to
replace and upgrade machinery and equipment. As businesses are professionalizing their management
mindset, they invest in technology to improve labor productivity. However, the overall technology level is still
not high, and there are differences between certain groups:
•
•
•

•

FIEs and large enterprises often use advanced technology with equipment imported mainly from the
EU and Taiwan. Recently, such enterprises have also installed modern and automated equipment.
Producers of artificial planks (e.g. MDF, plywood) mainly use EU processing technology.
Wood processing enterprises with a domestic sales focus mainly use technology from Taiwan and
China. However, in recent years, many businesses have boldly invested in equipment imported from
Europe and Japan to meet increasingly stringent quality requirements.
Handicraft processing enterprises produce manually with traditional tools such as hand sawing,
chiseling and hand carving.

Wood processing enterprises in Vietnam have been importing modern woodworking machineries from
Germany, Italy, Japan, and Taiwan, such as WEINIG, SCM, BACCI, SHODA and BKM, SHARE, etc.
The participation of Vietnam in new-generation free trade agreements, such as CPTPP and EVFTA,
contributes to creating favorable conditions for Vietnamese wood processing enterprises, since they benefit
from import-tax elimination commitments for most of machinery and equipment. This is an opportunity for
the wood industry to import advanced machinery, equipment, and technology at reasonable prices from
CPTPP and EVFTA member countries, including Austria.
In the coming time, Vietnamese businesses will focus on developing products with highly competitive
advantages, such as wooden furniture, outdoor furniture and fine art products. In processing, businesses
tend to move towards more diverse, new products – as opposed to traditional wooden products – but also
composite wooden products mixed with other materials such stone, metal, and plastics. According to
experts, many businesses have paid attention to investing, researching, and applying equipment and
auxiliary products to replace imported products, thus raising the local value added. However, such kinds of
machines still lack synchronization. Therefore, local businesses are also promoting the application of
imported technology in their operation strategy. Although, in comparison with the leading wood exporters
from Germany, Italy and Poland, Vietnam's wood processing industry is still not able to match, in the near
future, it will catch up and soon be able to make products in the high-end segment.
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7. ELECTRONICS INDUSTRY
7.1. Overview
The electronics industry today plays a vital and dynamic role in the Vietnamese economy. It has grown
substantially over the past decades with increased access to innovative technologies, opportunities as
outsourcing partners for hi-technology corporations and rising customer demand for electronic goods and
services. The Vietnamese government has issued key policies to support the development of electronics
industry. The electronics industry has since undergone restructuring and witnessed rapid development
rates. According to the Industrial Areas Plan to 2020, the electronics industry is theoretically located in
regions II, III and V, representing the Red River Delta, the area of Danang, and Ho Chi Minh City and
surroundings.
The sector includes many aspects, such as manufacturing of electronic and mechanical electronic materials,
components and parts, and equipment. The manufacturing process consists of designing overall equipment,
designing electronic circuits, manufacturing components and the assembly process (which plays a very
important part of the whole process). There are three types of assembly lines in Vietnam: manual, semiautomatic, and fully automated; and three knockdown kit levels: semi knocked down (SKD), completely
knocked down (CKD), incompletely knocked down (IKD). In addition, the sector is diversified with
manufacturers, suppliers, dealers, retailers, electrical engineers, electricians, electronic equipment
manufacturers, and trade unions all participating.
Key segments include:
•

•
•
•
•

Consumer electronics: Main products are audio equipment, television sets, MP3 players, video
recorders, DVD players, digital cameras, camcorders, personal computers, video game consoles,
telephones and mobile phones.
Industrial electronics
Information technology equipment (computer and office equipment)
Telecommunications equipment
Electronic components

Although the electronics industry has emerged very recently compared to other traditional industries in
Vietnam, it has achieved vigorous development, especially in the past 20 years. Several trends trigger the
growth of the electronics industry, including the pressure to develop new and innovative products in shorter
cycles, at lower costs, and with higher quality. Big corporations in the electronics industry tend to move or
outsource their manufacturing bases or low-level assembly processes to low-cost destinations. Vietnam is a
key destination for such activities, as it has a cheap, abundant and skilled labor force. This industry is
therefore highly fragmented, comprising large international companies and many small and medium-sized
enterprises.
In the 1990s, the number of electronic companies was under 100, but this number increased to more than
1,237 enterprises by the end of 2019, employing 612,000 people and generating on average 15-20% growth
annually. Electronics manufacturing has developed steadily over the years and is forecast to achieve strong
growth in the future, too.
The number of assembling companies supplying to international EMS (Electronic manufacturing services) or
ODM (Original Design Manufacturers) accounts for nearly 90%, leaving a very small proportion of companies
which are local ODM, designing and manufacturing their own products for their brand names. Many ODM
companies involving foreign investments or joint ventures (around 80%), indicating that Vietnam’s capacity to
design and market its own electronics products is quite limited. There are only a few Vietnamese brand
names, mainly in consumer or ICT electronics, such as Hanel (TV), BTV, DENCO, CMS Computers, FPT, Tien
Dat amplifiers, recorders and karaoke machines, with very limited market shares. Meanwhile many big
consumer electronics OEM brands, such as Panasonic, Toshiba, Hitachi, Sony, Samsung, LG, etc. have
entered and dominated the Vietnamese domestic market. Among the large domestic electronics firms, many
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are still (partially) state-owned (e.g. Hanel). However, many of the companies, e.g. FPT Corporation, are
moving towards privatization.
The starting point of the Vietnamese electronics industry was the assembly of consumer electronics (SKD,
CKD and IKD). Over many years, Vietnam has been expanding to assembly capacities to industrial
electronics, information technology equipment and electronic components for export.
Some foreign companies have invested hundreds of millions or even billions of USD into the electronics
sector in Vietnam. The strong foreign investment in electronics is partially due to the reduction of import
tariffs to 0-5% within the ASEAN Free Trade Area (AFTA).
Export figures: Foreign invested companies possess a wealth of high technologies and are the growth driver
of the Vietnamese electronics industry, making up 90% of the domestic market and over 90% of the export
turnover of the industry. Exports have skyrocketed in the past 10 years. In 2009, export of computers and
electrical products amounted to USD 2.8 billion only, a figure that has risen to USD 35.6 billion ten years
later. Mobile phone exports (mainly Samsung) amounted even to USD 51.4 billion in 2019.
Vietnam Electronics Export Turnover (in billion USD)
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Figure 18: Vietnamese electronic export turnover (2015-19)

Although manufacturing and export figures have developed very positive in recent years and strong growth is
due in coming years, too, Vietnam's electronics industry is facing a big challenge, since local Vietnamese
electronic companies play a negligible role and there is a big technology gap between local enterprises and
FIEs. Local firms work mainly in the assembly process of low-technology products. They are weak in terms
of technology, research and development, have limited capital and receive very little support from the
government. To increase the competitiveness of local electronic companies, Vietnam requires efforts made
by the industry itself. It also needs assistance in the form of government policies; international support in
market expansion, human resource training; and cooperation to develop support industries to be able to
participate in the global value chain.
Vietnam’s domestic market demand for consumer electronics has grown substantially and strongly over the
past few years (plus 5.3% from 2018 to 2019). Key products for this market are computing devices, mobile
handsets and video, audio and gaming products, etc. Specific growth areas include smartphones and flat
screen TV sets (comprising more than two-thirds of TV set sales); these are expected to provide the most
dynamic development. According to GfK market research company, smartphone sales stood at 1.2-1.4
million units monthly in 2019, and are expected to increase by the end of 2020. Computer sales in 2019 rose
by 15% over the past year. Export and high domestic demand represent an occasion for foreign companies to
invest in electronics manufacturing in Vietnam.
Value chain: Vietnam’s electronics sector consists mainly of original equipment manufacturers and contract
manufacturers. Austrian companies can cooperate with contract manufacturers (CMs) in relation to chips,
semi-conductors, resistors, sensors, electronic circuit assembling, cell phone assembling and automotive
electronic part assembling.
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•

•

Original Equipment Manufacturers (OEM) focus on product development, marketing and distribution;
they carry brands and sell branded products and systems in final markets to end-users. They are
also known as “lead firms”. These firms initiate, or “lead,” value chain activities by placing orders
with suppliers. Some OEM having a presence in Vietnam include Samsung (consumer electronics),
Intel, Fujitsu, etc.
Contract manufacturers (CM) focus on providing many of the value chain activities that OEMs have
outsourced. These activities include manufacturing design, assembly, critical component
manufacture (e.g. semi-conductors and printed circuit board memory) and micro-component
manufacture. The largest contract manufacturers involved in production services alone (comprising
component purchasing, circuit board assembly, final assembly and testing) are Electronics
Manufacturing Service companies (EMS). The contract manufacturers, which handle both
manufacturing and product design services, are Original Design Manufacturers (ODM). However, due
to the complexity of many finished products that contain multiple components, there are also
specialized and more localized contract manufacturers and suppliers manufacturing or suppling
simpler parts or assembling processes to CM, EMS or ODM. Since large numbers of suppliers and
manufacturers using a variety of processes may be part of an electronics’ value chain, there are
many opportunities for Vietnamese electronics manufacturers, or manufacturers of supporting
products, to join in.

The value chain looks like a wide network with many companies acting as both suppliers and customers
to one another, depending on the component and product. Value chain relationships are therefore often
reciprocal rather than hierarchical. Some electronics components can be used for different final
consumer products, and the same manufacturers/suppliers can be involved in the supply chains of many
products.

Figure 19: Value chain in electronic manufacturing
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Technological level: According to the World Electronic Forum, many different elements define the
technological level of a nation, such as total expenditure for R&D, creativity in science and technology, and
the system of technological development. There are three stages of development, from emerging to
developing electronics industries, in the world:
•
•
•

1st stage: assembling electronic products from imported parts
2nd stage: investing in manufacturing parts and components
3rd stage: researching and developing products, investing in high technology, and increasing export

Vietnam is considered to be in the 1st stage and beginning to reach the 2nd stage. Malaysia, Thailand, the
Philippines and Indonesia are in the 2nd stage, and Singapore is in the 3rd stage. Technology and equipment
within the Vietnamese electronics industry is 10 to 20 years behind the other countries mentioned.
In fact, before the year 2000, the exchange of technology was very limited in Vietnam. Only in the last 10
years, technology transfer from foreign markets has gradually increased. Vietnam’s technologies and
facilities are 10-15 years older than technologies in other countries in the region. According to Vietnam
Electronics Industries Association, Vietnamese manufacturers purchase little new technology due to limited
capital, inexperience in purchasing machines and lack of information on new technology or new markets.
They are also concerned about the return on investment and the government’s support. Therefore, currently
both Vietnamese and foreign companies consider investing in an assembly line a perfect strategy for both
sides. Foreign companies can gain benefits from Vietnamese cheap and skilled workers and reduce
expenditures when penetrating the local market, while Vietnamese companies do not have sufficient means
to invest but still can earn good profit from assembling activities.
Since becoming an official member of WTO in 2007, and actively integrating into the global economy, the
Vietnamese electronics industry has expanded significantly in relation to the international electronics
industry. This is a big opportunity for the industry to approach sources of capital, technology, and
management experience from other developed countries. This also accelerates competition between
electronics enterprises, and it is a motivation for reform in Vietnamese electronics enterprises.
According to the Vietnam Electronic Industry Association (VEIA), nearly 80% of domestic electronic
enterprises have invested less than USD 1 million. Although recognizing their technological backlog,
domestic enterprises lack capital for technology upgrading, as well as research and development activities.
The percentage of investment in new technology is very low, approximately 0.3-0.5% of revenue.
There are only some Vietnamese brand names, such as Vingroup, Belco, Hanel, Hoa Phat, Tien Dat, and FPT
(accounting for a 6-8% market share), which develop towards the direction of investing in R&D and
technology to move up to the stage of manufacturing electronic components for export.
Supporting industries: Another issue is that the supporting industries in Vietnam are not yet well developed.
The sector is still very scattered, and there is no collaboration among supporting industry companies. This is
a big weakness because in the electronics industry, input mainly depends on supporting industries. Only a
developed supporting sector allows the manufacturing cost of electronics products to be lower and delivery
times to be shorter. In Vietnam, many FIEs and Vietnamese companies in electronic manufacturing are in
dire need of domestic input materials to reduce manufacturing costs. However, domestic suppliers often
cannot satisfy the demand of quality, price and delivery date. While Vietnam can provide raw materials, they
often cannot be used in the electronic manufacturing industry due to quality issues, or the demand for
“semi-processing”, which cannot be met in Vietnam. FIEs therefore currently have to buy supporting
materials or semi-processed materials from Malaysia or Thailand, which increases their total
manufacturing costs.
High-tech parks: In recent years, the government has started encouraging R&D activities in the electronics
sector through many policies. The first three IT high-tech parks were established in the late 2000s. These
include Hoa Lac Hi Tech Park (Hanoi), Danang Hi Tech Park (Da Nang), and Saigon Hi Tech Park (Ho Chi Minh
City), all attracting big investment in high technology and supporting industries and offering attractive
investment packages for domestic and foreign companies that invest in high technology. They also develop
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R&D centers and training centers to provide labor resources for companies in the high-tech parks. Besides,
Ho Chi Minh City and Hanoi have also invested in two more software parks.
Labor skills: 610,000 people work in the electronics sector in Vietnam. The Vietnamese labor force is
plentiful, young, skilled, and has high work ethics. The wages of Vietnamese workers in the sector are
around 50-60% of wages in other countries, such as Indonesia and the Philippines, which are rather strong
in electronics manufacturing. Salaries for higher-level labor are one-third to two-thirds compared with
other markets. Other strengths of Vietnam’s labor force include a good capacity for acquiring knowledge,
and an interest in learning professional skills.
Skilled workers account for 36% of the total labor force. However, the university system, with its 236
universities and technical vocational schools, has emerged as a major constraint. These institutions are able
to supply a quantity of workers and engineers for the labor market, however only partly satisfying the quality
demand of the Vietnamese electronics industry. Many (foreign) companies therefore have to re-train new
staff after recruiting them. Indeed, there is a remarkable difference between employees working for
domestic enterprises and those working for FIEs, as FIEs have strong resources for training. Upon
recognizing this issue, the Vietnamese government has launched many programs and policies to improve the
situation; however, implementation is slow in nature or delivers low results. The government is still slow to
introduce fundamental reforms, leaving technology students with low practical technology knowledge. The
implication is, therefore, that Vietnam’s electronics industry still lacks sufficient high-level labor for stable
development.
7.2. Key players
In the early 1990s, most of the 100 electronics manufactures in Vietnam were state-owned, small-sized
enterprises focusing on assembling TV sets, radio cassette recorders, VCDs and DVDs from imported
components. The big boom in the sector happened after Vietnam joined WTO in 2007. Currently, there are
more than 1,200 enterprises employing 612,000 people in the sector.
Vietnam’s electronics industry is dominated by foreign-invested enterprises, generating 95% of Vietnam
electronics export turnover. Domestic enterprises’ participation, however, is very low. Global MNCs like
Samsung, LG, and Intel are the industry drivers. Besides that, other big players like Apple, Foxconn, etc.
have also been entering the Vietnamese market. Most of the tier-2 investors are linked to their supply
chains. According to Japan External Trade Organization (JETRO), the localization rate of Japanese
electronics companies in Vietnam was 32,1% in 2019, much lower than the rate in other countries in the
region (36% for Malaysia, 40,5% for Indonesia and 55,5% for Thailand).
The domestic production of electronic components is growing but still underdeveloped. Domestic firms
participate mainly in packaging, simple plastics, and metal parts. The supply of electronic components and
supporting products come mainly from imports, or have only been produced in Vietnam in recent years by
FIEs. Such items include printed boards, TV CRT, capacitors, plastic parts, mechanical parts for CRT,
antennas, and packaging.

Figure 20: FDI capital in the electronics sector, 2009-19, by country of origin
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In the last decade, Korea has become the main investor in Vietnam’s electronics sector, accounting for 69%
of the total investment capital, followed by Japan. This trend became evident after Samsung and LG invested
in large scale in 2013 and 2014. Since then, many suppliers of Samsung and LG have been following suit.
Electronics FIEs prefer the Red River Delta region (around Hanoi) or Ho Chi Minh City as their location in
Vietnam. In the north, Thai Nguyen and Hai Phong provinces have received the largest investment capital
(Samsung and LG), but the real center of the cluster is Bac Ninh province with 137 companies with an
investment capital larger than USD 1 million. In the South, the main location is the Saigon High Tech Park
hosting Intel, Samsung, Nidec, and Jabil, followed by Binh Duong province. The southern region only
accounts for 10 out of the 75 largest projects.
Some key companies in Vietnam are as follows:
No.

Company
name

Website

Address

Email

1

Samsung Vina
Electronics

www.samsung.com/vn

25 Fl., Bitexco Financial
Tower, 2 Hai Trieu,
Dist.1, HCMC

N/A

2

Intel Vietnam

https://www.intel.vn/content/ww
w/vn/vi/companyoverview/companyoverview.html

Lot I2, D1 Road, Saigon
Hi-Tech Park District 9

N/A

3

Fujitsu
Vietnam

https://www.fujitsu.com/vn/vi/ab
out/local/index.html

17FL., Keangnam Hanoi
Landmark Tower, Nam
Tu Liem Dist., Ha Noi

N/A

4

FAB 9

https://www.fab-9.com/services

Lot E, Street no. 4, Dong
An Industrial Park, Binh
Duong Province

Bert@fab-9.com

5

East West
Manufacturing

https://www.ewmfg.com/worldw
ide-locations/

No. 27 Street No. 2, VSIP
2
Hoa Phu Ward
Thu Dau Mot City, Binh
Duong

N/A

6

TC ELectronics
Solution
Vietnam

http://tcelectronics.vn/about/

Lot I4B-6, Road N3,
Saigon Hi-Tech Park,
Dist.9, HCMC

N/A

7

Jing Gong
Electronics
Vietnam Co.,
LTD

http://www.jinggongpcb.com.vn/en.html

NA1 Str, Lot G-5A My
Phuoc II, Ben Cat, Binh
Duong

jinggongvietnam
@gmail.com

8

Sunching
Electronics
Vietnam
Co.,Ltd

https://www.sunchingpcb.com/

Lot E, Road No.2, Dong
An IP, Binh Hoa Ward,
Thuan An District, Binh
Duong Province

sales@sunching
-pcb.com
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9

Sao Kim
Electronics

http://www.saokim.vn/

Hoang Gia Industrial
Zone, Duc Hoa, Long An
Province

saokimpcb.vn@g
mail.com

10

Than Long JSC

http://thanhlongpcb.com.vn/en/

Hap Linh Industrial
Zone - Bac Ninh
City, Bac Ninh

DIENTU@THAN
HLONGPCB.CO
M.VN

7.3. Technologies, needs and opportunities
Compared to neighboring economies, such as Malaysia, Singapore, Thailand and the Philippines,
development of the Vietnamese electronics industry is still lagging behind. The industry, however, has many
advantages, such as cheap and skilled labor, and governmental support. In labor-intensive sectors, Vietnam
currently has a comparative advantage, while other countries are trying to shift to more technology-intensive
sectors. The fact that China is gradually losing its position as a manufacturing base for many big OEMs has
been advantageous for some other markets like Indonesia and Vietnam. Foreign manufacturers looking for
outsourcing or partners in low cost countries should diversify their selection options and start considering
Vietnam as a potential manufacturing base for their products.
However, the Vietnamese supporting industry is not well developed compared to supporting industries in
other regional countries. This leads to high cost of input (materials and parts) for manufacturers looking for
outsourcing partners in Vietnam.
Although Vietnam has some disadvantages, the country still offers many benefits to Austrian manufacturers,
which are looking for importing/outsourcing/ contract manufacturing partners in Vietnam in some niche
markets. These include assembling processes of lower technology value but high skill demand, laborintensive products such as chips, semi-conductors, resistors, sensors, electronic circuits, cell phone
assembling and automotive electronic part assembling.
Besides that, Austrian companies also have opportunities to invest in the electronic manufacturing sector, as
the Vietnamese government is encouraging foreign companies to invest in high technology manufacturing
companies in Vietnam and providing incentives for investors in terms of income taxes and equipment import
taxes.
There is a strong presence of global tier-1 companies attracting their suppliers and driving the development
of an ecosystem in Vietnam, so there is also an opportunity for Austrian companies to supply technologies
and material support to the electronic manufacturing sector.
Aiming to integrate more intensely into the global economy, Vietnamese companies have recently focused
more on R&D activities, technology transfer and upgrading manufacturing lines with advanced machinery.
They have also started restructuring production of specialized electronics products, including components,
spare parts and auxiliary products for the fields of informatics, telecommunications, medical electronics and
industrial electronics, mechatronics, measurement, and automation. Electronic manufacturing is a priority
sector, and there will be substantial development in Vietnam in the coming years, for example with
electronic chip products based on basic technology such as electronic licenses, RFID chips, SIM mobile
phone cards, and smart mobile chips. Partnership with big companies in Vietnam focusing in electronic and
electric manufacturing fields, such as FPT or Vingroup, could be a good start.
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8. AUTOMATION AND INDUSTRY 4.0
The Vietnamese government has emphasized the need to speed up the country’s industrialization process
through value addition and technological upgrading. In the past two years, the awareness of the so-called
fourth industrial revolution has increased significantly in Vietnam. Meanwhile, the government issued
Directive No.16/CT-TTg (dated 4 May 2017) on enhancing access to Industry 4.0, and Resolution No. 52NQ/TW (dated 27 Sep 2020) with several guidelines and policies to ensure active participation in Industry 4.0.
In the context of IR4.0, some foreign-invested and private local manufacturing enterprises have started
introducing processes of automation or even digitalization to make changes in the business process,
including:
•
•
•

Using industrial robots in assembly and distribution;
Digitalizing production or services, such as using tablets to take orders or for logistics operations to
reduce human input errors;
Artificial intelligence, such as improving marketing services using machine-learning.

Automation: Automation has become of vital importance for local companies to increase productivity, quality
and competitiveness. For both FIEs and private enterprises, automation and digitalization are ways to better
integrate into the global supply chain. For private companies, the businesses with the highest rate of
automation are the ones whose main customers are FIEs operating in Vietnam. For FIEs, enterprises that
are subsidiaries of multinational companies or sell to third parties are the most ambitious group of
automation plans.
According to the latest report of the Vietnam Chamber of Commerce and Industry, in 2020, about 67% of
businesses (aggregated) have partially automated works in the past three years, while 75% of enterprises
intend to automate at least partially in the next three years. However, regarding the current and expected
level of automation, the proportion of industrial processes applying automation is moderate. Private
enterprises have automated about 10% of their works and plan to automate more than 25% of current works
done by humans in the next three years. The level of automation in FDI enterprises is slightly higher.
Currently, FDI enterprises have automated 10.6% of works and are expected to automate 28% of processes
in the future.
FIEs

Private companies

%

%

Percentage of companies with automation

Percentage of automated works

Percentage of companies to automate

Percentage of works to be automated

Figure 21: The automation rate of businesses in Vietnam

FIEs in the manufacturing of electrical equipment, furniture, computer and electronic products, as well as
food processing are the ones with the highest rate of automation in the past three years, with approximately
nearly 15% of automated works. Meanwhile, FIEs operating in the field of apparel, leather production and
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construction automate less than 5% of the work. These three sectors are still benefiting from low cost,
unskilled labor in Vietnam. Private enterprises automate 20% of processes in the chemical industry, and
15% in electronics manufacturing.
Automation has been used to produce food and beverages, pharmaceutical products, personal care
products, chemicals, hydro-electricity, automobiles, further in mining, metallurgy, and oil refining, recently
also in health and education. It is important to note that there are a few industries outperforming the rest in
automation, namely metal processing, and the manufacturing of chemical, electrical, computer and
electronics products.
According to the graph below, for private and FIEs alike, similar industries appear in the first and last groups
in terms of expected automation. However, there are some small but important differences, indicating
industries that may face a risk of significant job fluctuations.

FIEs

Private companies
Chemical processing
Electrical equipment
Metalworking
Paper processing
Other manufacturing
Finance, insurance
Rubber, plastic
Electronics, computing
Furniture
Food processing
Real estate
Precast metalworking
Mining
Textile
Other services
Machinery
Wood processing
Agriculture, aquaculture
Electricity distribution, gas
Motor vehicles
Education, healthcare
Wholesale, retail
Construction
Communication
Garment
Leather
Supporting services

Electrical equipment
Furniture
Electronics, computing
Food processing
Other manufacturing
Precast metalworking
Textile
Rubber, plastic
Real estate
Metalworking
Chemical processing
Agriculture, aquaculture
Wood processing
Paper processing
Machinery
Other services
Electricity distribution, gas
Wholesale, retail
Supporting services
Motor vehicles
Communication
Education, healthcare
Construction
Garment
Leather
Finance, insurance

Figure 22: The rate of automated processes by industry (source: VCCI PCI 2019)

In addition, there are differences between the current automation rate and the projected future automation
rate, as seen in the diagram below. For example, electronics and computing but also food processing have a
current automation rate of 15%. However, the electronics and computing industry plans to increase the
automation rate by 10 percentage points by 2023, as regards FIEs. Meanwhile, food processing enterprises
plan to keep the automation rate at 15%. This difference indicates that the productivity of the electronics and
computing industry will increase further. At the same time, it is more likely that the industry will reduce the
number of employees.
The same trend is observed in the domestic private sector. Electronics manufacturers have automated 15%
of their business over the past three years, but plan to increase this percentage to 30% in the next three
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years. In contrast, the automation rate of chemical manufacturing enterprises only increased from the
current 20% to 26% in the next three years, and automation in food processing remains stable.
In the group of domestic private enterprises, there are seven outstanding industries with an automation level
expected to increase by at least 7 percentage within three years from now: electrical equipment production
(12.3% points), machine building (10.2% points), motor vehicles manufacturing (9.5% points), chemicals
manufacturing (7.7% points), precast metals manufacturing (7.6% points), furniture manufacturing (7%
points), and electronics and computing manufacturing (6.9% points).
In the group of FIEs, only two sectors are expected to increase their automation level by more than 7% points
in the next three years. Electrical equipment manufacturing industry still is leading with 7.5% points; and
surprisingly, agriculture ranks second with 7% points. The other four industries with remarkable figures
include electricity and gas production and distribution (6.4% points), computer and electronics
manufacturing (6.1% points), paper manufacturing (6.1% points), and furniture manufacturing (5.9% points).

FIEs

Private companies
Electrical equipment
Chemical processing
Finance, insurance
Metalworking
Paper processing
Electronics, computing
Furniture
Other manufacturing
Machinery
Food processing
Precast metalworking
Real estate
Motor vehicles
Rubber, plastic
Textile
Wood processing
Agriculture, aquaculture
Other services
Electricity distribution, gas
Education, healthcare
Wholesale, retail
Construction
Garment
Communication
Supporting services
Leather

Electrical equipment
Electronics, computing
Furniture
Real estate
Agriculture, aquaculture
Rubber, plastic
Other manufacturing
Precast metalworking
Chemical processing
Food processing
Paper processing
Electricity distribution, gas
Machinery
Textile
Other services
Metalworking
Wood processing
Motor vehicle
Communication
Wholesale, retail
Education, healthcare
Construction
Leather
Garment
Supporting services
Finance, insurance

Figure 23: Expected automation rate by industry (source: VCCI PCI 2019)
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FIEs

Private companies

Enterprises percentage (%)

Enterprises percentage (%)
Market-driven

Cost reduction

Lack of talent

Reduction of demonstration risk

Competitive pressure

Customer request

Supplier request

Supply chain pressure

Environmental compliance

Others

Figure 24: The key drivers for automation in Vietnam

Digital transformation: Participating in smart production is an inevitable trend, but many Vietnamese
enterprises are still struggling with the question of what smart production is, and where to start. Currently,
70-80% of enterprises have not yet prepared human resources for digital transformation. Many businesses
are still confused in the choice of technology for digital transformation, because choosing an outdated
technology will easily lead to failure.
According to a survey by the Ministry of Industry and Trade, 61% of Vietnamese enterprises are still not
ready for the fourth industrial revolution, and 21% begin to take some preparatory steps. According to the
HCMC Automation Association, many businesses are not aware of the nature of Industry 4.0, fail to remain
abreast of technology trends in their industry, are not proactive in accessing technology, or fail to change
their business model to suit the current technology trends.
In order to digitalize successfully, Vietnamese businesses need to build a database for their operations from
human resources, organizations, input materials, markets, etc. At the same time, they need to select digital
technologies to integrate all stages of production and exploitation. In digital conversion, Vietnamese
businesses need support from consultants to implement smart manufacturing solutions.
So far, large companies have benefitted most from automation and digitalization in Vietnam. This is
especially true for the domestic enterprise sector, where only large enterprises such as Thaco, Vinfast,
Vinamilk, Tan Hiep Phat, etc. have built so-called smart factories. Thaco, a large automobile and truck
manufacturer, for example, applies a production system based on digitization, connecting the factory's
automated lines with information throughout the value chain, from order to production. Vinfast's car
manufacturing complex in Cat Hai-Hai Phong economic zone is also considered a smart factory, made
possible by a wealth of foreign production technologies, including from Austria. To operate the complex with
a total investment of up to USD 3.5 billion, Vinfast has signed a contract with Siemens to ensure
comprehensive technological integration throughout the value chain (from the stage of design ideas, and
product testing to production planning and design, production management, logistics management, and
aftersales). Reportedly, Rang Dong, a local manufacturer of lighting products, is planning to build a smart
factory, with a cost of at least USD 27 million. As planned, the project will be completed in 2023.
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9. CONSIDERATIONS FOR MARKET ENTRY
9.1. Overview
Vietnam has made rapid economic progress since launching its first major economic reforms in 1986. It
continues to develop from a low-cost labor economy to a higher value, high-quality marketplace. Vietnam is
forecast to be one of the top 10 fastest growing economies in the next few decades. Sales of equipment,
technologies and consulting and management services associated with growth in Vietnam’s industrial and
export sectors and implementation of industrial and infrastructure projects continue to be a major source of
commercial activity and interest for Austrian firms.
In conclusion, with the current trend of integration and development in Vietnam, Austrian suppliers of
equipment, machinery and technology can find many opportunities to cooperate with Vietnamese
manufacturing enterprises in offering technology consultancy solutions and promoting advanced machinery
and equipment. In 2019, Austrian exports of machines and mechanical devices (HS category 84) to Vietnam
accounted for EUR 78 million, mainly used in industry or infrastructure projects. This figure does not include
other supplies to Vietnam’s industry sector.
However, Vietnam is not a market for inexperienced exporters or firms that do not have a well-established
export department or business development unit. Austrian companies preparing to enter the Vietnamese
market must plan strategically and be persistent and consistent with face-to-face follow-up. It can take up to
one or two years to make a successful sale into this market. Building relationships is very important.
Depending on the sector, Austrian companies entering the Vietnamese market may need to consider two
marketing efforts: one for targeting the northern part of the country, which has a higher concentration of
government ministries and regulatory agencies, and one for the south, which is the dominant industry hub.
The two markets also differ in terms of consumer behavior and preferences. To enter or expand in Vietnam,
Austrian businesses may do so indirectly through the appointment of an agent or distributor. Austrian
companies new to Vietnam should conduct sufficient due diligence on potential local agents/distributors to
ensure they possess the requisite permits, facilities, workforce, and capital. Large companies in Vietnam
may import machinery and technologies directly, and not via third parties. Firms seeking a direct presence in
Vietnam should establish a commercial operation under Vietnam's revised Foreign Investment Law.
The sale of technological products, machines and systems in Vietnam is not a sure-fire success. Without
explicit knowledge of the market, competition and import requirements, the market cannot be assessed
correctly, and finding business partners can easily turn out to be the proverbial needle in the haystack. In
addition, it is necessary to have detailed market knowledge and a sense for technology needs of Vietnamese
business partners in order to be able to offer machines and technologies successfully.
As a proxy service, ADVANTAGE AUSTRIA Ho Chi Minh City (AußenwirtschaftsCenter Ho Chi Minh City) offers
Austrian WKÖ members specific service packages to identify concrete business leads based on competition
data and technology need analysis, which we gain through our networks, statistical data and in-depth
discussions with relevant business partners, importers or customers. More information about the service
package on business leads can be found here (in German only):
https://www.wko.at/service/aussenwirtschaft/leistungspaket-business-leads.pdf
9.2. Market entry and investment considerations
There are many methods for a foreign company to expand their business into the Vietnamese market:
Investments and representations
Representative Office: Foreign investors may create a presence in Vietnam by establishing a representative
office, which has the right to gather and provide information and conduct preparatory activities for a sales
contract between an Austrian and a local company. A representative office has no legal status and is not
permitted to conduct any business activities in Vietnam directly. The Chief Representative does not have the
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authority to sign any economic or commercial contracts with Vietnamese businesses on behalf of the parent
company unless he/she is authorized by the parent company.
Wholly-foreign owned subsidiary: Usually founded as limited liability company, this option offers the foreign
investor the possibility of setting up a wholly-owned company in Vietnam focused on manufacturing and/or
sales activities. It requires an investment license and, possibly, other licenses related to the exact activity of
the company.
Investment in Buying Shares of Vietnamese Shareholding Companies: Foreign investors may buy shares in
newly equitized state-owned enterprises or shares issued by shareholding companies and contribute to the
legal capital of limited liability companies, partnerships and cooperative unions. The value of shares sold to
foreign investors must not exceed 30% of the company's total shareholding.
Agency and Distributor Relationships
Agents: A Vietnamese agent sells foreign suppliers’ goods in Vietnam for a commission. In this case, the
sales contract is normally made between the foreign supplier and a local buyer in Vietnam, while the
Vietnamese agent typically performs the following responsibilities: market intelligence, identifying sales
leads, pursuit of sales leads, sales promotions, and often aftersales services. The specific responsibilities of
a Vietnamese agent depend on the agency agreement between the agent and the foreign supplier. Vietnam's
Trade Law recognizes the right of foreign companies to appoint agents if the Vietnamese agent's registered
scope of business includes such activities.
Advantages:
•
•
•

Exporter has control over branding, marketing and pricing.
Commission-based agent agreements can be a good incentive for higher sales volumes.
Agents tend to have smaller product ranges than distributors, which means that they can provide
more focus on exporter’s products.

Disadvantages:
•
•
•

•
•
•
•

A sales agent may have fewer resources than a distributor.
Working on a commission basis can mean that the agent is less committed to success.
Significant overseas marketing and management support is required for a successful agent/client
relationship. More effort is required from exporter’s business, such as fulfilling orders directly to
customers and obtaining payment.
Close attention is required to monitor the effectiveness of the agent.
A poor agent can not only ruin your opportunities in the market but also undermine the exporter’s
marketing efforts and reputation.
Working through agents (as opposed to distributors) provides less protection from risk of nonpayment, currency fluctuations, product rejections, warranty claims, etc.
Exporter risks losing market shares if a competitor poaches the agent.

Distributors: Under a distributorship arrangement, the question of legal protection and recourse is clear.
The Vietnamese distributor buys the goods from the foreign supplier for resale in Vietnam, and is usually
liable for the full amount of the goods purchased. In many cases, a distributor also acts as an agent for the
same foreign supplier, and this typically occurs when a local buyer wants to purchase directly from the
foreign supplier, which is common in a contract of high value. Technology and trademark license
agreements must be properly registered with Vietnamese authorities.
Advantages:
•
•
•

The exporter has one large customer who supplies many smaller end customers in the market.
The exporter maintains some control over distribution.
The distributor provides back-up service to clients.
Ein Service der AUSSENWIRTSCHAFT AUSTRIA

57
•
•
•
•
•
•

The distributor holds stock in the market to reduce order lead-time for customers.
The distributor helps pay for and undertake marketing and promotion of the product in the market.
The distributor develops a customer base for the product.
The distributor handles more of the in-market work, saving both time and costs for the exporter.
In-market risks are largely carried by the distributor.
The distributor may provide warranty and product services.

Disadvantages:
•
•
•
•
•
•
•
•
•
•
•

The exporter has no control over the selling process.
The costs of selling through a distributor can reduce competitiveness. For example, a distributor
may add up to a 50% mark-up, or more, on the product before it reaches a retailer.
The distribution and sales staff will be less knowledgeable about the products than the exporter’s
own staff.
The exporter faces a risk of being removed from the market and not having firsthand knowledge of
the conditions.
The exporter may not know who his customers are.
Because a distributor shares responsibility for marketing and promotion, the exporter may not
retain total control of the branding of the product.
If the distributor is a wholesaler rather than a specialized master distributor, he may not sell as
effectively as other wholesalers.
The distributor may not have the sales force for new product introductions in larger markets.
The distributor may represent multiple products, so attention and time may be shared with other
brands.
Sales rights are valuable and should not be surrendered without a full analysis of available options.
The distributor may be difficult to ‘disengage’ if the exporter is unhappy with his service.

For more information on how to do business with Vietnamese partners, as well as hints for market entry and
distribution channel development, please consult our country report on Vietnam (available only in German:
https://www.wko.at/service/aussenwirtschaft/vietnam-laenderreport.pdf).
9.3. Legal considerations
Customs: Vietnam’s General Department of Customs is responsible for customs matters and provides
information on tariffs. Import duties are subject to frequent changes. Rates are applied according to
different trade agreements. Vietnam maintains a price reference database to avoid under-invoicing. This can
affect customs valuation. More information on the reference price list can be found in Decision No.1114/QĐTCHQ dated 10 April 2014. There is no free English version available. Companies can look up their products
by the 4 initial numbers of their Harmonised System (HS) codes. The EU-Vietnam Free Trade Agreement, in
force since 1 August 2020, provides for tariff elimination for almost all types of machinery originating in the
EU. In some cases, tariffs are eliminated within a number of years according to a reduction plan. More
information can be found here: https://www.wko.at/service/aussenwirtschaft/vietnam-exportimport.html#heading_Zoll__und_Importbestimmungen (website in German).
Standards and technical regulations: Vietnam has its own sets of standards and technical regulations
(including labelling), which are mainly in line with international ones. However, exemption/simplification only
applies when there is a mutual agreement with the other country. The Directorate for Standards and
Quality is responsible for Vietnam’s standards system.
Intellectual property rights (IPR): Vietnam has regulations in place to protect IPR. However, enforcement is
not strong. Right owners must take measures to protect their IP before exporting. If faced with infringement,
they can work with the relevant inspectorates in various ministries. The National Office of Intellectual
Property of Vietnam (NoIP) is responsible for IPR registration.
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