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EXECUTIVE SUMMARY

The Consulaté&seneral of the Netherlands in Ho Chi Minh City, Vietnam, aims to
enhance the economic relationship between the Netherlands and Vidinaanhieve this
goal, the Consulate Generahmong other thingssupplies Dutch companies that are
considering enterind/ietnam with sectorlevel information. Inthis study, a University of
Groni ngen st ud e stapliystepfmeansviork for ahalyzang business aectors
emerging markets is proposed, so that future sector analyses can be conducted consistently.
The framework comprises three different widely acknowledged and applied theories:
Whitleyds business system theory, Porteros
the resourcdased view of the firm. These theories facilitate a comprehensivaledeta
analysis of business sectors in emerging markets. Moreover, recommendations concerning
entry strategs i.e. joint venturéacquisition vs. greenfield investmenguld be offered based
on governmentestrictions,resulting from the application of Wey and Porter, and the
required critical resources and capabilities, resulting from the application of the resource
based view.

In the presenstudy, the proposed framework is appltedthe promising retail sector
of Vietnamin order to identify the gportunities and threats for Dutch companies to ghtsr
market.Before actually applying the frameworthe status quofdhe Vietnamese economy,
the economic relationship between both countaesl the retail sector in general and, more in
particular,the Dutch retail sectare examinedextensively The economy of Vietnam is one
of the fastest growing economies in the wontdterms of GDP growth. Besides, the
Netherlands and Vietnam are strongly related in terms of FDI and trade turnover.
Furthermore the global retail sectors internationalizing quickly especially due to the
attractiveness of emerging markets for Western retailers. However, Dutch retailers are
generally only focused on their domestic markets. Therefore, this study could be asstimul
for Dutch companies to benefit from the growth opportunities that Vietham has to offer.

Based on extensive desk research and twenty -stenwtured interviews with
managers at (retail) firms that are already present in Vietham, the framevemidied step
by-step. Firstly, it turns out that the business systemMaétnam is state organizedand
fragmented The impact of the Vietnamese governmentbath the economic development
and on firm behavior is significant, both through the state companies taraugh the

regulatory constraints it imposes. The majority of firtmsweverare small or mediursized

7 university of . ' .
/ groningen J.C.van den Ban2009.Msc Thesis International Busmess and Management

Consulaat-Generaal van het

Koninkrijk der Nederlanden



characterized witta shortterm orientation in terms of employment and business relations,
andwith fierce competition.

Secondly, the applicaton&for t er 6s t heory results in a
retail sector. The favorable demand conditions are particularly determining the attractiveness
of the sector: increasing GDP, increasing disposable income, increasing spending on modern
retail, alarge and young population, increasing brand awareness, and increasing demand for
quality products. However, potential threats are a lack of skilled staff, lack of retail space in
Ho Chi Minh City and Hanoi, and high rental costs. In addition, high ledfeltsireaucracy,
corruption, and unclear and fast changing regulations are hampering efficient business
processes. On top of that, the government is protecting domestic retailers by subjecting
foreign retailerso6 evertp anfEeomomibh Beeds §dstohpgh af t er
hampers the expansion of business activities.

Thirdly, due to the profound lack of available, skilled retail staff, a sustainable
competitive advantage can be achieved by successfully recruiting, developing, and retaining
skilled employees, especially regarding management positibhese human resource
management capabilities mu s t be developed
existing resources and capabilities. Attracting, developing, and retaining talented and
experenced employees requires baibcurate monetary and nomonetary compensations
(e.g. corporate citizenship; focus on individual development).

Finally, recommendations concerning entering the retail sector in Vietham are offered
in terms of either a claborative or an independent entry strateRgstrictions posed by the
government, the high level of corruption, the importance of relationships, and the lack of
available, skilled staff all coincide with a collaborative rather than an indepeedamt
strategy A joint venture or acquisition allows foreign firms to benefit from talented and
experienced employees of a domestic retail firm, which facilitates a quicker entry. As
competition is rapidly getting fiercealso for local, skilled employeethis is a first step to
achievinga sustainable competitive advantage. For actually achieving this in the long run, a

thorough development of recruiting, developing, and retaining skilled employesseissary.
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1. INTRODUCTION

Several sector analyses have been condwdteddyby students from the University
of Groningen at the Consulate Geneodlthe NetherlandCG) in Ho Chi Minh City
(HCMC), Vietnam(e.g. the banking sector, the cold chain industry, the wastewater treatment
sector and the water supply sectdmis research focuses dfietnanb s r api dly deve
retail sectorwhich isamong 2%theremerging economies tls&th mostattractve country to
invest in for retail companig®\.T. Kearney, 2008). Based orthe previouseportswritten by
students from Groningelit could be concluded thatietnamis a rather attractive country for
Dutch companies to invest in.

In 2005the CG in HCMC has requested a framework to analyze business sectors
consistently (Smidts, 2006). Although all prior reports have provided valuable and useful
information,the requested framewoik still lacking. Therefore, this study aims to compose a
coherent frameavr k t hr ough which emerging countri es¢
thoroughly. Besides the markieased theories that are already applied beforeWtei t | ey 0 s
business systems theory alor t er 0 s di amond of n a, ttheon al |
resouce-based view of the firm (RBVwill be included as well. Firm resources and
capabilities are a primary determinant of competitive advantage in emerging economies
(Makhija, 2003), which advocates the application of the RB¥herto, the CG has not been
able to provide information to companies concerning firm specific requirements of conducting
business in Vietnam. By using the RBV this problem is solvethiagheoryfacilitates the
identification ofcrucial resources and capabilities that each firmulshpossess in order to
succeed in a given emer gi nglIneaddion, asngthesRBY ndu st
allows for relevant recommendations concerning entry mode choices in emerging markets.
Thus, the first objective of this study is to compa@sé&amework for analyzing business
sectors in emerging economies.

After that, the framework will be applied to the retail sector in Vietnam. The results of
the analysis allow the CG textensivelyinform Dutch companies thatrex considering
entering the mmising Vietnamese retail sectofrhe marketased theories and the RBV
jointly enable a comprehensive analysis of the retail sector in Vietham, as well as
recommendations concerning entry mode choices in the Viethamese retail Heotww, the
nextobjedive of this study is to conduct an adequate analysis of the retail sector in Vietnam,

including an examination of the most approfariantry modeAs the framework for analyzing
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business sectors is grounded i rnViethdmethe@@ld s nee

research question of this study is:
AWhat are the oppor t uetail commsiesmenterV it dhtrreaam30 f or

Different parties and information flows are involved in this research (see Figure 1).
The CG provides Dutch corapies with information if they are interested to invest in
Vietnam. By doing so, the trading opportunities between the Netherlands and Vietham are
enhanced. Secondly, as the University of Groningen is a major stakeholder as well, the
research aims to coitiute to the scientific literaturdy developing a framework for

analyzing business sectors in emerging economies

FIGURE 1: INFORMATION FLOWS AND STAKEHOLDERS

Information needson /
Vietham i
b

]

7

contribution

SOURCE: ADAPTED FROM SMIDTS (2006)

In the remainder of thisstudy, firstly, the research d&gn is described.Next, a
framework is composed for analyzing business sectors in emerging ecorfduatissquently,
background information on the Viethamese economy, the relationship between Vietnam and
the Netherlands, and information thre retail sectoin general andnore in particular, on the
Dutch retail sector is providedfter that, the framework iapplied tothe Vietnameseetail
sector. Finally, the results are discussed and limitations of the research as well as

recommendations for future esch are offered.
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2. RESEARCH DESIGN

The research design refers to the overall structure and orientation of an investigation
(Yeung, 1995)First, the research objective, the main research questiordiffieeent sub
guestions and the research dematioas will be delineated.These different components
together form the problem statement (De Leeuw, 208@)sequentlythe methods useahd
therequired datao answer these questions will be explained

2.1 Problem Statement
2.1.1Research Objective andlain ResearchQuestion

As was already mentioned in the introduction, this study is based on two closely
related objectives. That is, (1) developing a framework for analyzing business sectors in
emerging economies and (2) the adequate application ofdahevdvork to the Vietnamese
retailsectorThe ground motive of the study is the
the retail sector in Vietham. Accordingly, the main research question of this present research
is: What are the opportunities and thtsdor Dutchretail companiesn Vietham?

2.1.2 Subquestions

Four different sulguestions are developed in order to eventually answer the main
research questiofkirstly, a framework for analyzing business sectors in emerging economies
will be constructed Besides markebased informationthis framework must allow the
examination of firmspecific requirements in the host market. Furthermore, entry mode
choices have to be made bydmn investors, which inevitably influenfiem performancen
the long run (Hill, Hwang andKim, 1990). Therefore, the framework must contain entry
mode choices as wellhis leads to the first sutpuestion:How to develop a comprehensive
framework for analyzing business sectors in emerging markets?

Before applying the framewk to the retail sector in Vietnam it is important to get
acquainted with the status quo of the Viethamese economy. Next to that, the economic
relationship between the Netherlands and Vietnam is paid attention to, since the results are
eventuallyaimed atDutch retailers. Hence, the second-suiestion isWhat is the status quo
of the Vietnamese economy and how are the Netherlands and Vietnam related economically?

Then,some clarification on the retail sector in general is needed. Retailing has to be

defined in order to demarcate the retail sector, which is very broad in nature. Further, some
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major trends in the current retailing landscape will be examined. Besides the retail sector in
general, focus must be placed on the characteristics of the Dutchsestait as this study
eventually aims to inform Dutch retailers. In line with that, the thirdcgudstion isWhat are

the main characteristics of the retail sector in general and, more in particular, of the Dutch
retail sector?

Ultimately, the newly devéoped frameworkwill be applied tothe retail sector in
Vietnam. This part of the researcbmprises theessentiainformation to answer thenain
research question. The Viethamese retail sector will be analyzed comprehensively in order to
enable the CG iHCMC to inform Dutch retailers about the most significant opportunities
and threats in this particular business sector in emerging Vietham. This includes
recommendations concerniegtry mode choicesnore specificallyto enterthe retail sector
in Vietnam independently or in collaboration with a local partrignerefore, the fourth sub
guestion isWhat are the most important characteristics of the Vietnamese retail sector and
what is the most appropriate entsgrategy’ Figure 2 presents amverview of he central
research question and tfoair surroundingsub-questions

FIGURE 2: MAIN RESEARCH QUESTION AND SUB -QUESTIONS!

1. How to
develop a
comprehensive
framework for
analyzing
business
sectors in
emerging
markets?
4. What are the i
most important %i‘a“{'ngtqﬁc}gf
characteristics What are the the Viethamese
_ ofthe opportunities and economy and
Vietnamese threats for Dutch how are the
retail sector retail companies to Netherlands
and what is the enter Vietnam? and Vietnam
appTDE;:srtiate gy Led
et economically?

3. What are the
main
characteristics
of the retail
sector in
general and,
more in
particular, of
the Dutch retail
sector?

! Please refer to Appendix A for a brief checklist perguéstion
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2.1.3 Demarcations of the research

Due to time limitationsthis research is crosectional in nature instead of
longitudinal despte the fact thathe Viethamese economy is developing at a rapid. Jduse
implies that the conclusions concerning the opportunities and threats for Dutch retail
companies could have been altered after a relatively short period of time. However, as the
sector is currently exceptionally attractive it makes sense to conduct this research now (A.T.
Kearney, 2008A.T. Kearney, 2008).

With respect to a possible geographical bias, it should be noted that this research is
conducted in HCMC. This could possibigpact the results, as the collected primary data will
stem from sources in HCM@& | t hough HCMC coul d be consi der
capital, it is important nab underexpose the investment opportunities in other cities or areas.

After all, this regarch is examining Vietnam as an entire country.

2.2 Research classification

This research is qualitativia naturerather thamuantitative By making use of three
different theories this study aims to describe the Vietnamese retail getctofirst glance, it
might seem that this researchingluctive. However, by combining already existing theories,
the study does not coincide with the definition of induction by @il Johnson (2002: 40):
Ai nducti on ideluctiohas it invelves maosgdronottiedplaneof observation of
the empirical wdd to the construction of explanations and theories about what has been
observed. Still, a new frameworks to be developedhat could be used as a tool in order to
conduct a markednalysis This frammework will not be based on observations of the empirical
world, but will be constructe@ priori. After that, the framework will be applied to the
Vietnamese retasector Therefore the analysis of the retail sector can be regarded as a case
study. Accoding to Gummesson (20Q6jualitative approaches such as case study research
can be used to put variables and categories in a context, providing more realistic and relevant

information than in a traditional quantitative approach.

2.3 Methods
2.3.1 Desk reearch

Different methods are used to collect the necessary data, which is also called
6triangul ati ond ( Ghelmost impodant netlod ssednin thi2s@u@y2s) .

university of . . . . . . .
gmninge,‘{ Analyzing business sectors in emerging markets: The case of the retail sector in Vietnam fﬁﬂ

Consulaat-Generaal van het

Koninkrijk der Nederlanden



14

literature research. By using already existing methods and theories the aetail \sill be
analyzed. The literature used consists of scierdificles in the field of international business
and management, reports by commercial firamel government institutionsgnd books.
(Online) rewspaper articles on the retail sector waudlished plentifullyduring the period
this research took place. However, these artiales alwaysinterpretedcautiously, since

freedom of press is still limited in Vietham.

2.3.2 Semsstructured interviews

Next to conductingdesk research, primary dasae collected as well. The primary
datg complementary to the secondary datdl, be collected through a number gfialitative
semistructuredinterviews withmanagers atetail companies that already entered Vietnam.
These interviews are not conductedorder to quattiatively test the theories used, but rather
serve as a complementaryagtical source of information. According to Yeung (1996js
unlikely that executives manage their operations in a theoretically standardized manner, so
there is aneed for a closer and more personal approach to research a&satak. number of
Dutch retail companies that already entered Vietnanratber limited foreign retalil
companies are contactedstead Besides interviewing managers at retail companies,
maragers at industryelated companieareinterviewed as well in order to gebaoaderview
of the sector.

In semistructured interviews some questions may be prepared beforehand, which does
not imply that there is a complete script such as with struttureerviews. Hence, the
interviewer is required to be able to improvise upon the answers of the interviewee (Myers
and Newman, 2007). This type of interviewing is chosen in order to create an interactive
conversation, in which the ietvieweris able to ak more indepth questions with respect to
specific areas of interest. In accordance with that, Myers and Newman (2007) accentuate the
flexibility inherent in semistructured interviews as a major advantage in comparison with
entirely structured interviewsin addition, Yeung (1995) emphasizes the importance of
interpreting the data and information obtained from these interviews in context. That is, the
interviewer should be cautious how and why the interviewee gives certain anBaesocial
nature of iterviews, i.e. the power relations and other situational aspects, should be a major
concern for good qualitative interviewers (Yeung, 199%)uding qualitative interviews there

are many potential problems and pitfalls, e.g. a lack of trust on the phe ofterviewee, a
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lack of time, Hawthorne effectsind it isevenpossible to offend or unintentionally insult an
interviewee (Myers and Newman, 200These potentiglkocial)problems, among otherate

takenaccount of duringhe interviews.

2.4 Data collection

Twenty persons were interviewed in order to collect the required primary information
(see Figure 3). Most of the interviewees are either directors or managers at domestic or
foreign retail companies in Vietham. Some were contacted throeghetivork of the CGas
for example Unilever and FrieslandCampina. F
of Dutch companies, it was necessary to actively search for other potential interviewees at
Vietnamese and foreign companies. Accordingly, $aia business events were visited in
order to get in touch with interesting people. Almost all interviews weret@algnarranged
throughnetworkng, since cold mailing and calling did hardgad to new participants. The
retail sector is rather broad itself, which is also reflected through the varyifgctionsof
the intervievees. The most important criterion for selecting the participantspriasipally
whether a person could be considered either an expert on the Vietnamese business system or
an eyert on the retail sector in Vietnam. Most interviewees have been working in the retail
sector for a long time and could hence be considered experts on doing business in Vietnam.
Moreover, thediverseoccupations of the intervieweesin accordancevithth e CGo6s need
inform a broad range of interestegtail companiesinstead of being focused on one specific
aspect of the retail business in Vietnam.

On average the interviews lasted approximately an hour and a half. Some interviews
took more than twdiours, as sometimes the interviews ended up in a thorough discussion.
Other interviewees had limited time and tried to arrange their time several weeks in advance
in order to have a 4Binutes interview.Notes were taken during the interview and
immediatey processed after the interview. In some cases, the interviewee demanded a copy of
the processed notes in order to confirm and/or fill up the digitalized nidiest of the
interviews took place at the office of the interviewee, while in several casestraaviese

coffee bar wagsisited to conduct the interview.

GilandJomson (2002:60) refer to this phenomenon as foll.
a new situation, together with their sense of being a special group that had become focus of attention, influenced
the participantsoénbpesponse to their situati
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FIGURE 3: LIST OF INTERVIEWEES 3

1 Anonymous Anonymous Seniorpartner 16 September
2009
2 Anonymous Anonymous Economic 17 September
officer 2009
3 Anonymous Anonymous GM/Marketing 18 September
Manager 2009
4 Anonymous Anonymous Chairman 22 September
2009
5 Anonymous Anonymous Director Project 23 September
Development 2009
South-East
Asia
6 Anonymous Anonymous Ownerand 25 September
Manager 2009
7 Anonymous Anonymous Marketing and 27 September
Commercial 2009
Manager
8 Anonymous Anonymous Operations 28 September
Director 2009
Shopping Malls
9 Anonymous Anonymous CEO/Chairman 28 September
2009
10 Anonymous Anonymous Owner/Director 29 September
2009
11 Anonymous Anonymous Salesand 29 September
Marketing 2009
Director
12 Anonymous Anonymous Director 29 September
2009
13 Anonymous Anonymous Marketing and 1 October2009
Sales Manager
14 Anonymous Anonymous Assistantto 2 October2009
Retail CEO
15 Anonymous Anonymous Vice President 5 October2009
Customer
Development
16 Anonymous Anonymous Salesand 5 October2009
Marketing
Manager
17 Anonymous Anonymous Owner/CEO 6 October2009
18 Anonymous Anonymous President 6 October2009
19 Anonymous Anonymous General 7 October2009
Director
20 Anonymous Anonymous CEO 12 October2009

*For privacy reasons the names and company names of the interviewees are not published.
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2.5Reliability
Gi I | and Johnson def i necriterienl that tefers totthe as
consistency of the results obtained in resea

that a research can be repeated leading to the same results obtained by different researchers
(Delattre, Ocler, Moulette and Ryyko, 2009). The information that is collected through the
semistructured interviews could suffer from a limited reliability, as interviewing is a rather
personal process. Furthermore, the information provided by the interviewees could be biased
both as aresult of possible misinterpretation of the interviewer and of the interviewee.
Furthermore, one of the limitations of qualitative approaches in general is that the subjectivity

of the researcher and the subjects studied should be taken into accoutrte(Beé., 2009).

When the retail sector in Vietnam will be researched in the future based on the same
theoretical framework it is highly unlikely that this future study wabult in the same results.
Thus, it could be argued that the reliability dfis research is rather limited. However, in
international business research it is unlikely that a different researcher will obtain exactly the

same findings under different research contexts (Yeun®)199

2.6 Validity

According to Gill and Johnson (2PQ 128) ndAvalidity refers t
scale encoded into a set of questions actually measures the variable it is supposed to measure,
i . e. t he accuracy of the measur ement Ppr oc e s
distinction is drawn between on the one hand the internal validity and on the other the
external val i dity. D mteraat validity of e resaarch corfsit® @ 9 : 3 5 )
ensuring the relevance and the internal coherence of the results obtained in the study.
However, theexternal validityin a research concerns the possibility of applying the results
obtained in the sample to other el ements 1in
The internal validity of this study is sufficient, as applying these three moaitha
semistructured interviews ensures that a rather relevant, internally coherent and
comprehensive overview of the sector can be provided. In addition teethestructured
interviews, scientificarticles regarding FDI in relation to entry mode decis are used in
order to provide entry mode recommendations. In short, the internal validity of this research is

satisfactory.
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With respect to the external validity of this study it should be noted that the framework
usedcanbe applied to different semts in Vietham, as well as to randomly selected sectors in
other countries. Further, the framework could also be applied in different time situations.
Previous studies (Smidts, 2006; Velderman, 2007; Van Wasbeek, 2007) showed that jointly
appl yi ngiRorotnelr GGsnd Whi t |l eybés business syste
analyses. By including the RB¥ more comprehensifeameworkis developed, which takes
both the external and the intermntextof the firm into account. These three theoriesehav
never been used altogether, which implies that in this study a gap in the literature is filled.
ExceptforWhi t | ey ds busi nes s-evialgnsthatthe sesuttshoktliersgparatel t |
analysis of the Viethamese retail sector cannot be autathatapplied to other sectors in
Vietnam, neither to sectors across Viethnamese borders. As Vietnam is a rapidly developing

country, the results of the analysis could be outdated in a relativelypshiad of time.
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3. DEVELOPING A FRAMEWORK FOR ANALYZI NG BUSINESS SECTORS IN
EMERGING MARKETS

The goal of this section is to develoframeworkthrough which a business sector can
be systematically analyzed (see Figdde The following theories arencluded Whitl eyo s
busi ness systemmdnt and rthg RBVP Allrthree rmodels wlill fast be
discussed before they are integrated into one single model. Arguarept®vided in order

to explain why these theories are used.

FIGURE 4: FOCUS OF SECTION 3

4. What are the i

most important %t:‘ggtqllfot 2?

characteristics What are the the Vietnamese

_ ofthe opportunities and economy and

Vietnamese threats for Dutch how are the
retail sector retail companies to Netherlands

and what is the enter Vietnam? and Vietnam

most related

appropriate

entry strategy? economically?

2. What are the
main
= characteristics
of the retail
sector in
general and,
more in
particular, of
the Dutch retail
sector?

3.1 Whitleybdés Business Systems Theory
311 I ntroduction to Whitleyds business systel

Whitley has developed a theory through which a business system could be classified
and described in terms of patterns of economic coordination and control in market economies.

Business systems are defireifollows:
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fiBusiness systesrare conceived as distinctive patterns of economic organization that vz
their degree and mode of authoritative coordination of economic activities, and i
organization of, and interconnections tlween, owners, managers, experts, and of
empl oyees. 0

Whitley (1999: 33)

From this definition it becomes clear that the most important theme regarding the
identification of business systems deordination More in particular, the coordination of
economic behavior in the structure of ownership of firmsnterfirm networks and inside
firms (Redding, 2002). Redding (2002) stresses both the evolutionary character of the
devel opment of Whitleybds business systems ar
outcomes of this development process. Due ¢opdthdependency of business systems, the
evolutionary development process and witependency with societal institutions business
systems are lonterm in nature. Thus, business systems do not change rapidly or in response
to individual companies. Howey, a businessystemcan change as a result of significant
restructuring of economic relationships and require significant institutional reforms (e.g. the
reforms in Germany after World War 1l or the transformations of the formersiatalist
societie$ (Whitley, 1998).

Based on a set of coordination mechanisms and proceSgbigley (1999)
distinguishes six different business systems. Next to the more difficult to grasp concept of
Omar ket e conomi e-stdies patueptndentlyddavepb distimciivie ibusiness
systems on a national level (Whitley, 1999). Consequently, the business systems theory can
be macreeconomically applied to individual countries, which positively impacts its
appropriateness to conduct market sector analyses. Afteersiering a foreign market
inevitably results i n dealing with the count
identification of a countryob6s business syst

entering with valuable countigpecific iformation.

3.1.2 Businesssystem characteristics

The coordination of economic behavior can be identified through eight business
system characteristics. The eight dimensions are grouped timeleswnership of firms
(ownership coordinatiopy interfirm networks Kionownership coordination and the
management inside firmgrployment relationsBy ascribing these dimensions to a country
its business system can be assesd#dtley (1999) distinguishes six ideal businsgstems
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types (see Figurg), on which a brief discussion will follow in the next sabction. First, the

characteristics are explained into more detail.

FIGURE 5: BUSINESS SYSTEM TYPES AND CHARACTERISTICS!

SOURCE: WHITLEY (2009: 34)

The three characteristics, labeledaagnershp coordination deal with variations in
the degree of ownership relations and the role of ownership in coordinating activities. The
primary means of owner control concerns the relations between owners and controllers of
private property right and controteeof economic resources and activitids.can be seen in
Figure 6 three ownercontrol types can be distinguishatirect control of firms by owners,
alliance control (a considerable part of strategic decisimaking is delegated to managers),
andmarketc ont r ol . To as s-<emtsol type six aifferent mspects shouvd e r

taken into account (see Figurg @Vhitley, 1999).

*The varying degree of the characteristics is describetbas:limited, some, considerable, and high
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