P VAASAN AMMATTIKORKEAKOULU
“‘“ VASA YRKESHOGSKOLA
. UNIVERSITY OF APPLIED SCIENCES

Henri Juhana Aleksanteri Nyberg

ADAPTING WESTEREN ONLINE SER-
VICES TO THE VIETNAMESE MARKET

Business Economics and Tourism
2014



VAASAN AMMATTIKORKEAKOULU
International Business

THVISTELMA

Tekija Henri Juhana Aleksanteri Nyberg
Opinnaytetyon nimi  Adapting Western Online Services to the Viethamese Mar-
ket

Vuosi 2014

Kieli Englanti
Sivumaara 57 + 3 liitetta
Ohjaaja Thomas Sabel

Vietnamin talous on ollut noususuhdanteessa jo pitkdan. T&méa on synnyttanyt
maahan uuden keskiluokan. Yha useammalla ihmiselld on mahdollisuus péasta
internetiin joka kotikoneillaan tai dlypuhelimillaan. Kasvava kayttajien maara on
saanut aikaan hyvéat markkinat internetpalveluille. Tdman tutkimuksen on tarkoi-
tus antaa kattava kuva Vietnamin internetpalveluiden nykytilasta sek& antaa neu-
voja ihmisille jotka haluavat alkaa kdyda kauppaa Vietnamissa.

Tutkimuksen teoreettinen osio tehtiin tutkimalla internetin kirjallisia lahteitd seka
viettdméalla 8 kuukautta Vietnamissa tekemdssé toitd. Tutkimuksen tarkoitus oli
I0ytad internet palveluita jota toimivat lansimaissa sek& muilla kehittyneimmilla
markkinoilla, mutta ne puuttuivat vield Vietnamista. Tutkimuksessa on myds mu-
kana katsaus Vietnamilaisiin internet palveluihin joissa on parantamisen varaa.

Tutkimuksen empiirinen osuus tehtiin haastattelemalla internet yrittdja4 heidéan
motiivistaan lahted kilpailemaan internetiin ja heiltd kysyttiin internet myynnin
hyvista ja huonoista puolista Vietnamissa.

Tutkimuksen loppupadtelmd mukaan Vietnam on hyvd maa sijoittaa jos markkina-
tiedot ovat kunnossa ja sijoittajalla/yrittajalla on hyvat yhteistyd kumppanit. Viet-
nam on hyvin samanlainen kuin Kiina 2000-luvun alussa. Maa on pullollaan mah-
dollisuuksia, mutta myos riskit ovat suuria.

Avainsanat Vietnam, Internet-palvelut, Kehittyvéat markkinat, Internet
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Vietnam is a nation that is experiencing fast growth and which has brought about
a new middle class. With more people than ever having access to the internet,
both via desktop and smartphones there is an increasing market for online ser-
vices. This research paper aims to give an overview of the current Vietnamese
online market as well as give advice to anyone wishing to enter the Vietnamese
market.

The theoretical section of the research was done by looking at online literary
sources as well as spending 8 months in Vietnam working in various jobs. The
aim was to find online services that existed in western and more developed mar-
kets but did not yet exist in Vietnam. The paper also takes a look at Viethnamese
services that still have room for improvement.

The empirical study was conducted by interviewing an online retailer about the
motive of entering the online market as well as asking about the pros and cons of
online retail in Vietnam.

The conclusion of the research is that Vietnam was a great market to invest in as
long as one has a good knowledge about the market and one is working with the
right people. Vietnam is a lot like China in the early 2000s with a lot of opportuni-
ties but also great risks.
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1 INTRODUCTION

This thesis was commissioned by the Kajala Group Ltd in order to evaluate the
feasibility of new online ventures in Vietnam. Kajala Group Ltd has created the
Avointyopaikka.fi service and its client include Sanoma Media Finland, Standard
& Poor's, Studio of Modern Architecture (acquired by Sito in 9/2011), University
of Kajaani, Ocaco Finland, Force Stone (Japan), TheMobileGamer (Singapore),
Secure Action (Finland).(Kajala Group 2014)

One does not always need a new idea to be successful. Oftentimes it is enough to
execute an exciting better than your competitors. The Kajala group wanted to
know if there are any western web businesses that do not exist in Vietham or they
are poorly executed. Vietnam is still relatively new to e-commerce and other web

businesses but the market is growing very fast.

The economy of Vietnam has been growing quickly during the recent years. From
2009 to 20013 the GDP has grown more than 5 percent points annually (World
Bank Group 2013). This recent growth has brought about the rise of a new middle
class in Vietnam. With more and more people having excess money to spend it is
inevitable that a number of new business emerge. The focus of this study is to
identify if there are any western online businesses and practices that can be

adapted to the Viethamese market.

Currently the Vietnamese market still suffers from corruption, a complicated legal
system, low number credit card users and lack of skilled workers. However, as the
economy develops there will be solutions to most of these problems. For example
Japanese foreign investment in Vietnam has experienced a large increase from just
169 Million USD in 2010 to 4,45 billion USD in 2013 (Song 2014). Vietnam has
become a lucrative market in a very short space of time, which means there are

both great risks and rewards.
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1.1 Research topics

This thesis paper is a market research style study aiming to answer the following

questions.
- What web services are available in the west but are not available in Vietnam?
- What services are available in Vietnam but poorly executed?

- What kind of areas, e.g. in e-commerce, could be potential/interesting in Vi-

etnam?

- What might be the reasons why some specific service is not available in Vi-

etnam?
- How feasible adapting those services for the Vietnamese market could be?
- What changes would need to be done to the concepts?

- What environment assumptions need to be made? For example "20% of popula-

tion is comfortable of doing online payments"

The research will be done by looking at and using Vietnamese online services and
comparing them to their western counterparts. The research also aims to give a
detailed view of the current state of the Vietnamese online business field and the

pros and cons of entering this market.
1.2 Structure of the research

At first the research will take a look into the current state of the Vietnamese
online market. This will be done both looking at literary sources and by interview-

ing a small online retailer.

Secondly, this paper aims to find popular western online businesses that at the
moment do not exist in Vietnam. After identifying these kinds of businesses the

focus will be on explaining why they have not yet reached the Vietnamese market.
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Thirdly the research focuses on businesses that do exist in Vietnam but for what-
ever reason do not do as good of a job as they ought too as in they are poorly exe-
cuted. As mentioned in the first introductory chapter Vietnam still suffers from
many problems and in this chapter will show more closely how the problems af-

fect the online business field.

Fourthly, thesis will be taking a look into new online business ideas which have
potential to be successful in the Vietnamese market. This will be done by looking
at the general trends of the western (US and EU) online business field and seeing

if the current best ideas from the west can be brought to Vietnam.

Lastly the research aims to give insight on how to adapt one online business idea
to the Vietnamese market. The unique Vietnamese language and culture make it
impossible to just copy a western idea and bring it in to the country. One has to

make adjustments and this study aims to clarify what those adjustments are.
1.3 Research methods

The theoretical part of the research was done by looking into US and Asian tech-
nology publications such as “tech in Asia” and “the verge” to find out the latest
online trends in online services and retail. The decision to use these kinds of ref-
erences was done because the online field is changing very rapidly and there are
few if any books about the online field of Vietnam written in English. Most of the
theory data is from years 2013 and 2014 in order to give the most up to date view

of the Vietnamese online market.

The empirical part was done by using a qualitative approach where two online re-
tailers were interviewed about their motives to enter the online market as well as
their view on the pros and cons doing online business in Vietham. The two com-
panies chosen for the interview were chosen based on their field of business, elec-
tronics and women’s appeal. One is a popular male category and the other is a

popular female category.
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2 GLOBAL ONLINE MARKET

Today most business in connected to the internet in some form, be it with having
an online presence in form of a website or in a more extreme case having the
whole product or service existing solely online. The most familiar online business
model is the B2C (Business to customer) model where a retailer puts pictures and
descriptions of his products online. The customers can then browse through the
products and if they find products they like they can pay for them with various
online payment method and have the products shipped to them. This kind of tradi-
tional online business model has found its way to every corner of the world and
the value of B2C online commerce is predicted to be 1,5 trillion US dollars by the
end of 2014 (eMarketer 2014). The internet is also full of C2C services where
service providers try to offer some products or service that will bring increased
value to other businesses. An example of this could be an online store creating
service that lets a business create a fully function online store with ready payment
gateways. The emergence of smartphones and tablets have made the application
(app) field almost equally important than the traditional desktop field, especially
in markets where smartphone penetration is high.

2.1 Size and figures

The global internet penetration average stands at 39.0% percent with the less de-
veloped countries in Africa and Asia dragging behind the west and the developed
world being the leader. One has to remember that internet services are of no use in
market where people do not use the internet. However, the number of internet us-
ers is growing everywhere. For example Asia where internet penetration is only at
31.1%, still houses almost 50% (45.1%) of all global internet users. With the eco-
nomic and infrastructure growth in China, India and the SEA (south East Asia)
region Asia is already shaping up to be the most important internet market (eMar-
keter 2014). This being said a lot of the well-established tech companies that func-
tion in the internet field still come from North America and Europe (Gannes
2014) but the Asian countries are catching up quickly. China’s Waibo (China’s

Facebook/twitter) and Alibaba (China’s amazon/eBay) are already among the
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biggest online companies in the world. Japan, South-Korea and Singapore are also
developing interesting online services and companies with Japan’s Rakuten®’ be-

ing the most notable player in the field.

Internet Users in the World
Distribution by World Regions - 2013 Q4

B Asia 451%

_| Europe 20.2%

Ul Horth America 10.T%

B Lat Am / Caribb 10.8%
B Africa B.6%

B Middle East 3.7%

B Oceania / Australia 0.9%

Source: Internet World Stats - www.internetworldstats. comistats.htm
Basis: 2,802,4783,934 Internet users on Dec 31, 2013
Copyright @ 2014 Miniwatts Marketing Group

Chart 2 Internet World Stats

World Internet Penetration Rates
by Geographic Regions - 2013 Q4
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Source: Internet Waorld Stats - www.internetworldststs. com/istats. htm
Penetration Rates are based on a world population of 7,181,858 619
and 2,802,478,934 estimated Internet users on December 31, 2013,
Copyright@ 2014, Miniwatts Marketing Group

Chart 1 Internet world stats
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2.2 Current trends

Tablet Units = Growing Faster Than PCs Ever Did...

+52%, 2013
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Chart 3 KPCB Mary Meeker 2014

Online trends are changing rapidly. One of the current trends is the divarication of
how people view content online. With the advent of the smartphones and tablets
and now even smart TV’s that plug in to the internet 24/7 people consume more
content online than ever. Content and services have to also be adjusted to work on
multiple platforms. This trend also gives developers more opportunities to create

new and interesting products and services.

Social media has grown exponentially during the last decade. More and more in-
dividuals have an online presence. This has led to a myriad of services and prod-
ucts that cater to this segment of people. For example, the raise of simple image
editing and sharing apps like Instagram and Afterlight is solely due to the fact that
most people carry a camera and computer in the form of a smartphone in their
pocket. The rise of social media has not gone unnoticed by marketers either. The
popular social networking sites like Facebook and Youtube are full of advertise-
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ments and it is common for big websites to sell their user data forward to market-

ing companies and other businesses.

Currently it is also easier than ever to gather data about one’s online customers
using free tools like google analytics. After identifying the location and demo-
graphic of key customers it is possible to advertise directly to these people using
online advertising services like google AdSense (Lord 2013). This kind of direct
marketing was impossible just a decade ago. It is also becoming increasingly dif-
ficult to be noticed in the in the ever expanding digital market place which high-

lights the importance of unique ideas or new executions of existing ones.
2.3 Forecast

Analysts’ are constantly trying to predict where the online field is moving next.
To a certain extent it is possible to predict what is going to happen in the short
term but long term predictions have rarely been accurate. The focus of this chapter
Is to see what experts believe is going to happen in the immediate future with the

online field.

The easiest prediction to make is that computers will find their way into more and
more places. After some time these computers will eventually be connected
online. This has already happened with phones, watches and TVs. But eventually
even more “things” will be connected to the web. This Internet of Things or IoT is
a future business field that is already being heavily invested in by tech companies
like Microsoft (Microsoft 2014). For online business’s this is good news since it
will bring more options to create services and products that serve this new field.
Naturally all these “things” that will connect to the internet will have a set of ana-
Iytics methods developed to best take advantage of the date that can be collected
from these devices (Thibodeau 2014). The tools to help analyze this data will be

increasingly important for all online business’s and service.

Cloud and client computing will increase (Thibodeau 2014). Less and less things
will be stored on the end users devices, instead the programs will run on some

separate server and stream online to the clients device. This also means greater
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care needs to be taken with online security. With most things online today, hack-
ers and other criminals can access valuable information. For example in August
2014 a group of hackers obtained private photos of people from Apple’s iCloud
service targeting individual accounts (Kovach 2014) allegedly using phishing

techniques to obtain usernames and passwords.

Biometric security features like fingerprint scanners have already found their way
to smartphones. These kinds of features are already being use in identification and
payment solutions. For example Apple pay secured more than 1 million users dur-
ing the 72 hours of its launch (Ingraham 2014). When combined, features like this
could eliminate the need for cash and eventually when they find their way into

developing markets improve people’s trust in credit card payments.
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3 VIETNAMESE ONLINE MARKET

Vietnam has a population of 93.4 million people, 69% of whom still live in rural
areas (Central intelligence agency 2014). The population pyramid of Vietnam
looks healthy with a high number of young adults as shown in chart 4. This is a

point worth noting when deciding what kind of online businesses could be export-

Male Vietnam - 2014 Female

TOTAL POPULATION

INTERNET USERS INTERNET PENETRATION

- VN

ACTIVE FACEBOOK USERS FACEBOOK PENETRATION

ACTIVE MOBILE SUBSCRIPTIONS MOBILE SUBSCRIPTION PENETRATION

Source: We are Social, 2014

Chart 5 Global digital statistics 2014 We are Social
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ed to Vietnam. Upon closer inspection on the online market charts it becomes evi-
dent that internet penetration is at 39% which brings the number of internet users
to 36.1 million people in 2014. The figure is expected to rise to 43 million by
2016 according to Euromonitor (Dung 2014).

Over half of the people online have a Facebook page. The Vietnamese also have
more mobile phones than people with 1.45 subscriptions per capital. This would
indicate that mobile phone related services are a huge market in Vietnam. Next

some specific categories of Vietnamese online business are looked into.
3.1 E-commerce in Vietham

The accurate numbers on Vietnamese e-commerce are hard to find. A huge per-
centage of commerce in Vietnam is done off the books. The figure is estimated to
be 20% of the GDP (Kotkin 2011).Vietnam’s E-commerce and Information Tech-
nology Agency also known as VECITA estimates in its 2013 survey that the busi-
ness to customer (B2C) e-commerce market in Vietnam was worth 2.2 Billion
USD in 2013 and it will grow to 4 billion USD by 2015 (VECITA 2013).0ne has
to keep in mind that Vietnam is a communist country where government figures
and data do not always match the real world. As for the market structure, the mar-
ket is very fragmented with no single company standing out as a market leader.
This is due to the fact that Viethamese people still hesitate to by buy products
without inspecting them with their own hands and eyes (Barbour-Lacey & Zaca
2014). Other unique e-commerce challenges in Vietnam include poor logistics,
lack of workforce training and low usage of credit cards.



15(60)

Payment Methods
80% v -
70%
60% 219
50% -
40% .
38;6 $ 8% 9 11%
{ -
10% I s 8
0% L T L] T L
A ™ X > &
\49} '§\ Q‘;\z (/’b‘ Cbb
X > o
> & N\ & &
(o) o(\\ (\\t“ @6\ P
3 & P \° '
(.:b 0@ @Q’
Q°

Chart 5 VECITA payment methods

As chart 5 shows 74% of people use cash on delivery as their payment method of
online purchases. Payments cards were only used by 11% of online customers.
The low number of credit card users is likely due to the fact that many Vietnam-
ese retailers charge their customers the credit card surcharge despite this practice
being illegal (Tre 2014). Credit card fraud is also commonplace (Viet Nam News
2011) in Vietnam making it difficult to earn people’s trust when offering online

credit card payment as a payment option.
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3.1.1 E-commerce categories

Percentage of Shoppers Who Bought
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Chart 6 VECITA e-commerce categories 2013

As one can see from chart 6 clothes, shoes and cosmetics is by far the most popu-
lar category with 62% of online shoppers having bought something from this cat-
egory. Technology and Kitchen & Home appliances both have been bought
roughly by one third of the online shoppers. It can be surmised that the majority of
online shoppers are female because two of the three most popular categories are
products that mainly women buy. Airline tickets are also a fairly popular category
with a quarter of the respondents having bought them online. Many new compa-
nies are investing in food delivery in Vietnam (Do 2014). In Vietnam cars are rare
and most people use motorbikes when they travel and do their shopping. This lim-
its the amount a person can buy at one time quite significantly. Food delivery

would make it possible to buy bigger quantities at once.
3.1.2 Major E-commerce players

The Vietnamese e-commerce field is very fragmented with no company taking a
clear lead. In 2013 there were a myriad of e-commerce stores that tried to emulate

amazon.com. It was rare for a major online store to focus on some certain product
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categories (Do 2013). In 2014 some of these stores closed down and some merged
to compete with the bigger players. The biggest merger of the year was when Vi-
etnam’s third CungMua) and fourth (NhomMua) largest online daily deal sites
merged (Do 2013). This is likely due to increasing pressure from abroad with
Rocket Internets Lazeda online store making huge investments in Vietnam as well

as Japanese conglomerate Rakuten entering the market.
Vatgia.com

Vatgia is one of the biggest e-commerce stores in Vietnam. Before Rocket Inter-
net entering the market with Lazada and Zalora it was the premium player on the
market. The business model of Vatgia is a blend of Amazon, Rakuten and Ka-
kaku. Businesses can put their products for sale on Vatgia and if a sale is made
Vatgia takes a small percentage of the sale. The CEO and founder of Vatgia, Mr.
Nguyen Ngoc Diep, got the idea for his business from visiting Japan and using
sites like Rakuten and Kakaku. In 2006 he took the best ideas of those sites and
founded Vatgia in Vietnam. According to Mr. Nguyen one of the reasons for Vat-
gia’s success was the ability for customers to review the sellers and products
which brought forth trust in the service. Interestingly he also mentions that the
ability for Vietnamese companies to work around Vietnamese laws gives them an

advantage against foreign competitors (Do 2013)
Lazada/Zalora

Rocket internet is a large German venture capital company that invests in internet
based companies (Rocket internet 2014). Lazada and Zalora are two major com-
panies in their portfolio in the SEA (South East Asia) area. Lazada is an ama-
zon.com like general store and Zalora is focused on apparel. Both of these web-
sites are making a huge push in Vietnam with billboards and TV ads. In 2014
Lazada received an additional 250 million USD in investments to further

strengthen its position on the market (Do 2013)
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Rakuten

Rakuten is a huge Japanese internet service company with a market cap of 17.65
billion USD (Forbes 2014). The company already owns several Amazon.com
style online stores around the world and they aim to be the number one internet
service company in the world (Rakuten 2014). At the moment only the Rakuten
Travel subsidiary operates in Vietnam (Yap 2013). Rakuten is also planning to
enter the online retail market in Vietnam very soon (Do 2013) but as of now they
still do not have a Vietnamese online store. One of the advantages that might ben-
efit Rakuten is that they own one of Asia’s biggest instant messaging apps called
Viber. Viber has 608 million registered accounts and if Rakuten figures a way
how to intelligently merge Rakuten, Viber IDs and data they will benefit signifi-
cantly (Corbin 2014).

Hotdeal.vn

Hotdeal is Vietnam’s biggest daily deals site. The concept of the site is to offer
coupons to get all kinds of products and services at a cheaper price. Hotdeals also
ships products which today make up a lion’s share of their deliveries according to
hotdeal.vn CEO Nguyen Thanh Van An (Do 2013). Out of their 2013 sales 70%
are products and 30% are coupons. The best-selling product category is fashion

items.
3.1.3 Other major online businesses
dotGears

dotGears is a small mobile games studio that was behind the hugely popular flap-
py bird mobile game as demonstrated in chart 7. At its peak in early February
2014 the game was pulling in more than 50000 USD per day from add revenue
and it was the number one app on most markets (Milian 2014). The man behind
the game, Dong Nguyen, later removed the game from the app store because, ac-
cording to him, the increased money and fame made his life difficult. Dong Ngu-

yen and dotGears are still creating similar simplistic mobile games (Entis 2014).
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HaiVL.com

HaiVL is almost a carbon copy of the hugely popular US based humor website
9GAG. On the website people can post funny images and clips which other people
can comment and share on Facebook. The users of this site are mainly teenagers
and young adults. In October 2014 the website secured a 1,5 million USD invest-
ment (Do 2014). This goes to show that young people in Vietnam are emulating
their western peers. There was, however, some controversy since the website was
shut down on October 24th by Vietnamese authorities’ just mere days after secur-
ing the investment (Thanh Nien News 2014). This highlights how unique and

risky it is to do business and invest in Vietnam.
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Grabtaxi

Public transportation in Vietnam is a real jungle. There are several taxi and bus
companies plus thousands of Xe Om (motorbike taxi) with varying rates that often
are negotiable. With the huge popularity of the Uber app around the world other
app makers are trying to expand to this field. GrabTaxi is an app from Malaysia
which connects taxi drivers and customers. GarbTaxi is also the first major trans-
portation app that tries to incorporate the army of “xe om” to their app (Do 2014).
This is significant since there are for more motorbikes than cars in Vietnam and
secondly not all places are easily accessible by car, especially during the rush hour
when the streets are packed.

3.1.4 Minor online businesses

Online retail has become commonplace in Vietham and its common for even the
smaller neighborhood businesses to have an online presence. Most shops sell and
advertise their wears on Facebook but it is becoming increasingly common to
have an online shop. Clothing stores, especially women’s clothing, are the most
likely to have a dedicated online store. The increasing number of online entrepre-
neurs will bring forth a need for high quality payment, logistics and site building

services.
3.2 Interview of an online retailers

For the empirical section of the research it was decided to contact retailers who
are transitioning from offline to online business. The interview was conducted
with the help of a Vietnamese interpreter who speaks fluent English and Vietnam-
ese. The questions were sent on Facebook and after the interview the answers

translated to English.

The business field of the interviewed companies is fashion and electronics retail,
which are the most common types of online retail in Vietnam. The clothing com-
pany has been selling clothes and in their offline retail store and on Facebook and

now they are in the process of opening an online store at http://nicefashion.vn/ .

The electronics company is selling their products both in their brick and mortar


http://nicefashion.vn/
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store and at their online store http://www.mainguyen.vn/ . The Vietnamese ques-

tions are found in the appendix. The answers were adjusted to have the right

grammar in English.
The Kajala Group was consulted in advance about the suitability of the questions.

For the purpose of this research a qualitative interview was chosen to be the inter-
view method. In the qualitative interview the interviewed can express their expe-
rience and feeling about the topic and the answers are not pre categorized before-
hand. This kind of interview is usually used to find the answer to questions such
as how and why instead of answers like how much/many (UK data service 2014).
Another reason for choosing this method was the fact that very few Vietnamese
entrepreneurs speak English and finding a large sample size to conduct a ques-
tioner is very difficult to do without fluent Vietnamese. However, this could be a

great idea for further research.


http://www.mainguyen.vn/

Picture 1 (by Henri Nyberg) A normal neighborhood clothing store.
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3.2.1 Interview of a clothes merchant
1. Why did you decide to open an online store?

The decision to open an online store was firstly made because of my hobby of
fashion. An online store does not require certain working times; one can consider
it as part-time job to work along with your full-time job. An online store does not
cost a lot to invest on rental fee and decoration. An online store helps the owners
to experience running the business and if any risks happen (for example you can-

not sell well) then we can easily sell it off and when closing no other cost occur.
2. What percentage of your sales is online/offline?

The percentage of clothes sold online and offline depends very much on the loca-
tion of the brick and mortar shop. If the shop is located in a crowded street that is
famous for selling fashion clothes, or surrounded by many residential areas, then
your business will run much better. In order to enjoy these benefits, one has to
suffer a very high rental fee. Thus, the price of cloths will be pushed much higher.
This is the chance for online store to take advantage. Online stores can offer much
cheaper or more reasonable prices, besides that buying online is more convenient,
so if the shop can build trust in their customers right from the beginning, then the

business will run more easily after.
3. Did you make the website yourself?

I am selling clothes mainly on Facebook and some other websites where you can
create your account to advertise about your stuff. I bought the domain from one
company in Vietnam and now | have one consultant that is experienced in making

websites helping me.
4. How many returns do you get?

My shop is in charge of all the stages of making the clothes, from the beginning to
the completed product, we also take pictures of the product by ourselves so the

picture showed to the customer are very close to the real product. When the cus-



24(60)

tomer receives our clothes they are easily satisfied because there is not much dif-
ferences between the picture and real product. We are focusing on the material of
clothes (quality of the fabric) so the customers are pleased, so most of the cases no
products are returned. There are only cases that the size is not appropriate to the
customer’s body, in that case we will help them to adjust the clothes. The other
online shops don’t offer this service, it requires more work and it's quite tiring but
you can have more trust and satisfaction from customers. The most important fac-
tor is quality of the clothes. If you have a good looking website, the pictures look
appealing and have good advertising but if you clothes are bad then the customer

won’t return after their first purchase.
5. What unexpected difficulties have you had with online retail?

Selling clothes online as our model that also offers adjusting service for clothes
and tailor new clothes as customer's measure is quite risky. Sometimes when you
fix clothes you might mess up the form and even destroy the product. But luckily |
have not faced this issue yet. | am very careful on giving advice to customers

online in order to avoid these unexpected issues.
3.2.2 Interview of a electronics merchant
1. The pros and cons of online retail?

Pro: Easy to buy, you do not need to go to store or supermarket, you just need to
sit home, online or make a phone call. So this is convenient for busy people who

do not have time to go to the store or people who live somewhere far away

Cons: Many product sold online do not have clear proof of origin, low quality and
the government has not good control systems for online stores, the customer can
easily buy fake or low quality products or the products might not be the same as

advertised.
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2. Do you think people will start using more credits cards soon?

Customer will soon start using credit cards. Some companies started paying salary
on cards, so the buyers do not need to bring lots of money with them when decid-
ing to buy something valuable. Also, you can enjoy some benefit like you can buy

something first and then pay gradually later with your salary.
3. How many of your customers pay with cash on delivery?

Now the majority of customers still pay with cash. First, it is their habit, second,
they worry that some fees will apply when they pay by card and third, some stores
have not been equipped with card reading machines for customers to pay with.
Thus, 70% of the transactions in the store are done by cash.

4. Have you thought about making a smartphone app for your store?

A phone app is a reasonable idea because many Vietnamese have a smartphone,
they can log in anywhere any time to see the catalogs, price as well as promo-

tions...

5. Are you thinking of expanding your business to some other field or category of

product?

Nowadays Mai Nguyen (The company - store name) is not only selling mobile
phones but also providing some related stuffs like accessories, macbooks, speak-
ers, cameras etc... in order to serve the customer better. They can easily find these

products in one place instead of searching them somewhere else.
3.2.3 Interview conclutions

Although this interview only touches on one aspect of online business (retail)

some conclusions can be drawn from it.

In the interviews one can see the Vietnamese enthusiasm of starting a business
just to try it out. In Vietnam one can see new shops pop up and close in the space
of a few weeks. In Vietnam a business idea has to be easy to get out off. Long
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commitments in payment schemes should be avoided. The legal system of Vi-
etnam is not yet developed enough to be sure that one can depend on it in dispute
situations, especially if one is a foreign national (Kovach 2014). However, the
electronics retailer suspected that once credit cards become more popular people

will be more willing to buy products with credit or long term payment schemes.

Secondly online retailers in Vietnam still mostly hire other people to design web-
sites for them. People also use multiple channels in their online retail. For most
people it is solely Facebook or a Vietnamese service like Vatgia. Vietnam still
lacks well-made drag and drop website editors that let retailers design their own
online stores. On the other hand, since credit card penetration is still relatively low
there are several different online payment companies that offer different online
payment gateways and online wallets. There are also many logistic firms that of-
fer transportation of the goods by motorbike in big cities like Ho Chi Minh City
and Hanoi. So in a sense problems like lack of credit card users or poor logistics

can be turned into opportunities with the right mindset and skills.

In Vietnam one has to earn the trust of their customers. Just having a legitimate
looking website is not enough since Vietnam is full of scams and swindles. One
has to also be able to offer some kind of assistance if the product or service is not
satisfactory. When designing a product or service for Vietham one has to take into
account that people want to call or visit some place in the case of a problem. It
would be wise to hire somebody who is/are in charge of answering these inquiries,
especially, if the people running a business in Vietnam are not fluent in Vietnam-

€se.

As a side note, this kind of business model for clothes retailers is gaining popular-
ity. A huge share of fashion retailers are opening online stores. The online store
also serves as a channel to keep existing customers up to date on what the shop
has in stock. The downside is that it is very hard to be noticed with so many simi-
lar shops around. The Vietnamese lackd knowledge about SEO (search engine
optimization) hampers small sites showing up on google. That being said, today
most site editing software has automatic SEO which is adequate in most cases.
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4 POSSIBLE NEW OR IMPROVED SERVICES

Vietnam is still developing as an information society and many online services
that exist in the west are still missing in Vietnam. As time goes by more and more
services will find their way to this market but in 2014 the online field in Vietnam
is still wide open. In this chapter one can find ideas that have taken off in the West

and are worth trying out in Vietnam.
4.1 Website builders

A simple google search (Google 2014) for Vietnamese website builders reveals
that Vietnam is still dominated by web design agenesis which will for a price, de-
sign and possible host your website. Hiring somebody to make your website or
online store is not the cheapest option which puts professionally made website out
of the reach of most small entrepreneurs. Many people in Vietnam use word-
press.org to make their website since it is been translated in to Vietnamese
(Wordpress 2014). However, WordPress is not an “easy to use all in one” solution
if a person wishes to build a professional looking website. One still has to down-
load themes, set up payment gateways, secure hosts etc. New website and online
store building services like Squarespace, Weebly, Wix and Shopify aim to make it
as easy as possible for one to build and manage a website or web store. There is
increasing amount of venture capital flowing into these kinds of services, particu-
larly in North America (Chapman 2014). The website builder market might be
saturated in the west but in Vietnam it is a new opportunity. A website builder
would need to be in the Vietnamese language to have any sales in Vietnam. The
online store builders would also have to include cash payment options and other

Vietnam specific services.

A possible revenue model for the Vietnamese market would be to create free
online stores for SME’s in which a small percentage of the sales revenue would be
charged as payment for the service. This would also leave the more technical
items like SEO and analytics for the website creator, which is a good thing in
most cases. In Vietham most people lack knowledge on, how websites are ranked

on search engines.
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4.2 Dedicated online stores

Vietnam is at the moment a battleground of huge amazon style general web stores
like lazada, hotdeal and vatgia, which are all trying to increase their market share.
Specialized websites are mostly still small and in many cases poorly made. An
example would be comparing a western and Vietnamese online store for coffee.
Serano (Serano 2012) is a Vietnamese online store for coffee that comes up first
in google when searching in Viethamese (mua ca phe online=buy coffee online).
A similar western site is the UK based has bean coffee (Has bean coffee Itd 2014).
Serano’s website is very basic, it is only selling coffee and many of the categories
in the website have not been filled. The descriptions of the coffee are short and
there is very little additional content aside from the products itself. Has bean cof-
fee, on the other hand, sells a myriad of coffee related products alongside their
coffee. Even more importantly they have created a huge amount of extra content
in the form of blogs, vlogs and elaborate descriptions of their products. Has Bean
is also trying to build a community around their brand by giving customers a
chance to comment and interact with the brand and fellow coffee drinkers in their
“hasforum” and on the website in general. This kind of content and community
based approach is virtually nonexistent in Vietnam.

4.3 “STEAM?” for Vietnam

STEAM is an online service that specializes in digital distribution of games. In
2013 92 percent of PC game sales were digital (Prell 2014). Playing games is a
popular pastime, especially for young men in Vietnam. The country is full of in-
ternet shops where people can go play computer games, even if they do not own a
powerful computer or fast internet themselves. At the moment Vietnamese are
mainly playing foreign games because Vietnam has several laws and a mountain
of bureaucracy that hinders local developers from making and publishing games
(Brown 2013). English is not widely spoken by all in Vietnam yet, so there still is
a market for games that are in Vietnamese. These kinds of games could be dis-
tributed online on a STEAM like service where the servers that house the data
would be located abroad to avoid the grip of the Vietnamese authorities. This kind
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of a market idea becomes less valid as soon as the gamers of Vietnam learn Eng-
lish and start using STEAM and other western services more widely. This idea
would require good technical skills and steal nerves because it would be in the
gray area of the Vietnamese law. Another problem with this idea is that there is a
lack of Vietnamese made game content that would be required to populate a ser-
vice like this. A way to try to work around this would be to localize and translate

the existing titles from abroad.
4.4 Price comparison services

As internet shopping becomes more popular in Vietnam there will be a growing
need for price comparison services. Rocket Internets pricepanda.com is the most
popular price comparison site in the SEA (South-East Asia) region (Rocket inter-
net 2014). As of now, pricepanda has not expanded to Vietnam, so there is still
room on the market. One can argue that Vatgia is a kind of a price comparison
service with shops submitting their products on the site. There is still room for
other price comparison services that, could, for example utilize a different revenue
model than Vatgia. A price comparison company could instead of taking a cut
from the sales charge a flat rate for indexing the products of a company or they
could create a price scheme for online traffic generated. A major obstacle in price
comparison in Vietnam is that a many stores sell fake products as real (Van 2014).
Great care would need to be taken when choosing which shops to index in a price

search engine.
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Top all iPhone & iPad apps ranking in Vietnam

Apple Store Google Play Store
# Top Free
1 P==y

Swing Copters
Price - Free

2 L~
Messenger

Price : Free

Zalo

Zalo - Nhan ...
Price : Free

Facebook
Price : Free

5 &
Camera360 Ul...
Price : Free

Chart 8 Apptweak Vietnam September 1% 2014

Top Paid

Afterlight
Price - USD 0.99

G

Cycloramic Plus

Price - USD 1.99

3

Tiny Wings
Price : USD 0.99

Vietnamese A...

Price - USD 0.99

Tir dién Lac ...
Price : USD 6.99

All

Top Free iPad

()
swing Copters
Price - Free

P
o
o
=
=

Price - Free

@)

Zing MP3
Price : Free

0

YouTube
Price : Free

@

Skype for iPad
Price - Free

& Vietnam

Top Paid iPad

Plants vs. Z...
Price - USD 0.99

2

Angry Birds HD
Price 1 USD 2.99
a
MONOPOLY for...
Price : USD 6.99

g—gg

Farm Frenzy
Price - USD 1.99

Noteshelf - ...
Price : USD 5.99

The fastest selling paid apps in Apple app store are mobile games and photo edit-

ing apps in Vietnam as shown in chart 8. The top selling free app Swing Copters

Is a Vietnamese mobile game made by the same dotGears studio as Flappy Bird

(Boudreau & Clark 2014). Mobile games are often simplistic and copying one and

translating it to Vietnamese would not be very much work. The same can be said

about the so called filter programs that make one able to edit their mobile photos.

A great idea for an app specific to Vietnam would be educational games for kids,

especially for tablets. Parents in Vietnam often give their tablet to their kids so

they can entertain themselves while the parents have a chat with other adults in a

café shop or at home. If a game could market itself as educational it could possi-

bly become very popular.
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5 CHALLENGES IN VIETNAM

As established in previous chapters, Vietnam still suffers from corruption and op-
pressive authorities. The list of problems does not just end there. The purpose of
this chapter is to give a more detailed look at what challenges are specific to the
online business field. Examples will be used to demonstrate what is being done
wrong in Vietnam. Finding information about problems in Vietnam can some-
times be challenging because Vietnam ranks 172 out of 179 countries in press
freedom (Reporters without borders 2013). This means that, for example, political

corruption is a topic that is off limits in Vietnam.
5.1 Corruption

People in the west are often taught not to pay bribes because it will only worsen
the problem. In Vietnam bribes are commonplace and in many cases necessary to
make life easier. For example, the Vietnamese police force is incredibly corrupt
and without paying the right people one might quickly find themselves in trouble
with the law (Thanh Nien News 2013). Corruption exists in all levels in Vietnam,
from the bottom to high. It even seeps into foreign entities. For example, the US
consulate in Ho Chi Minh City was caught in a bribery scandal in 2013 that netted
the criminals almost 10 million dollars (Godfrey 2013). Both American and Viet-

namese citizens were charged for corruption in that case.
5.1.1 Taxes

In Vietnam there are two outcomes when talking about paying tax. One either
pays too much or too little. When doing business in Vietham negotiations with the
tax officials are an important part to determine the success of one’s company.
Corruption in this sector is commonplace and companies often slip the taxman
brown envelopes under the table in order to secure more favorable tax policies
(Business anti-corruption portal 2013). If one tries to do business in Vietnam as a
foreign national the safest way to deal with the tax authorities is to hire an ac-
counting firm to do it for you. The tax issue affects all companies, although in Vi-

etnam there are many companies that operate unregistered on a cash only basis.
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5.1.2 Customs in Vietnam

The corruption in Vietnam also extends to the customs office. The customs office
in HCMC (Ho Chi Minh City) has had to install cameras to survey its custom of-
ficials to combat them accepting or demanding bribes (Thanh Nien News 2013).
Customs corruption has a negative impact on the price of products in Vietnam.
Vietnam already imposes high tariffs for many products and when one also has to
add the bribes they need to pay to get the products into the country the prices end
up very inflated. If one is selling online services they naturally can avoid most of
these problems. E-commerce stores, on the other hand, may face trouble if they
are selling imported products.

5.1.3 Banks

The global banking sector has been under duress during the last few years due to
the global financial situation. Vietnam is no different but because Vietnam still is
a centrally planned communist state the government or more specifically the
communist party has their hands on the financial sector. Many of the banks and
state companies are run by members of the party (Cordall 2012). This practice of
colluding Vietnamese banks and state enterprises lead many banks into trouble
because they gave unfavorable loans to the state companies, which in turn spent
the cheap money unwisely (Cordall 2012). In 2014 Vietnam has taken small steps
towards curbing corruption in the banking sector. During this year three bankers
have been sentenced to death by a firing squad due to their involvement corrup-
tion (McCoy 2014). Taking into consideration the volatile state of the Vietnamese
banking sector it would be advisable to do ones banking in the multiple foreign

banks that operate in Vietnam.
5.1.4 Starting a business in Vietnam

Starting a business in Vietnam is not as easy as in the developed countries. In Vi-
etnam one need multiple permits and there are long, several month, waiting times

in many of the government bodies that issue these permits (TMF Group 2013).
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One will need local help if they wish to set up a business in Vietnam since there is

little to no help in English.
5.2 Room for improvement

This chapter looks at the existing businesses that have aspects that could use im-

provements in order to become more profitable.
5.2.1 Online wallets and payment

The online wallet and payment business is highly contested in Vietnam. In 2013
there were at least 18 competing for this niche market (Do 2013). One has to re-
member that Vietnam is still a very cash centric economy so an online service has
to be exceptional to convince Vietnamese people to use it. As mentioned in the
chapter 2 cash on delivery is the payment method of choice for most people in Vi-
etnam. A major problem with the cash on delivery method is that in Vietnam it is
done without any electronic accounting. It is not uncommon for the delivery man

to try to cheat the customer to pay more than the actual price of the product.

The two major problems with online payment in Vietnam at the moment are that
the Vietnamese do not trust their banks/online wallets and that they are hesitant to
pay for things they have not had the chance to inspect by hand. The trust issue can
be fixed with long term flawless operation but the cultural aspect of wanting to
see the product before paying for it is a more difficult issue. A way for to try to
change this would be to have easy to use and understand return policies to items

bought online using an electronic payment.

A well-made western service that could possibly be emulated in Vietnam is Stripe
from the US (Stripe 2014). Stripe allows online sellers to accept credit card pay-
ments without having to set up payment gateways with individual banks. Stripe
also handles security and the seller is able to customize the checkout process that
runs on the sellers website rather than sending the customer to a third party pay-
ment website. Vietnam is full of small scale online retailers that could benefit
from a service like this. The revenue model of a service like this is similar PayPal.

The service charges a small percentage of the sales rather than a monthly fee.
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5.2.2 Food delivery

Food delivery has already set off in Vietnam. Many people in Vietnam do not
have cars which make transporting big meals difficult. It also may be that one’s
favorite restaurant is at the other side of town and by paying 50000 VND (1,81€)
you can have their food delivered to you. At the moment the market is dominated
by four players that all focus on delivering restaurant food to customers (Do
2013). There are also new companies that deliver groceries to customers (Do
2013).

For the restaurant food delivery one new way to try to succeed in the market
would be instead of making a website for ordering one could make an easy to use
app for it. The app could use the localization data of the phone to make ordering

faster and more accurate.

The grocery delivery market is still developing. Japanese trading houses have al-
ready taken a major share of the food wholesale market with their sophisticated
electronic inventory and tracking systems (Uesaka 2013). The grocery delivery
business should follow suit and try to implement JIT (just-in-time) systems to re-
duce inventory size. At the moment most Vietnamese companies still use pen and
paper in their order and inventory management. This is labor intensive and it is
easy to make errors. A company specializing in electronic inventory management

systems would have a lucrative market in Vietnam.
5.2.3 Education

Education in Vietnam is an interesting field. Vietnam’s own schools are corrupt
and old fashioned which leads many students supplementing their education with
extra classes from private institutes (McCornac 2013). A lot of people also study

English in private language schools so that they will be able to go study abroad.

Online classes and education are already beginning to emerge in Vietnam (Horn
2014). The benefit of online classes is that one does not need to have their physi-
cal location in Vietnam to teach or operate this business. The most popular seg-

ment in teaching is preparation and coaching for international tests like IELTS,
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TOFEL and GMAT. When teaching in Vietnam a company should focus on
teaching the principle of how things work rather than trying to learn things by

heart.
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6 ONLINE TRENDS

When looking at trends in online business on has to remember that Vietnam is still
a developing country which has many problems that make importing new ideas a
difficult process. Many enthusiastic Vietnamese entrepreneurs start businesses
just because it is trendy rather than think if the business has any value in Vietnam
(Do 2014). Ideas that require a highly sophisticated payment or transportation
schemes are highly unlikely to succeed in Vietnam where things do not work as
well as, most in western countries. This chapter will look at what is new and
trendy in the West and the possibility of adapting those ideas to the Vietnamese
market. At the moment Vietnamese developers are mostly focusing on games be-
cause they are quick to make and offer fast possible revenue. Vietnam still lacks a
native version of many popular utility apps and services such as Evernote or
Allthecooks (Do 2014). Cloning and adapting these kinds of online services to
Vietnam could yield a successful business if done right. The previously mentioned
company Rocket Internet is already doing this all over the SEA region with great

success.
6.1 Search and discovery apps

A search and discover app is a program that is running on a mobile phone. It uses
your localization data to give you suggestion about great places nearby. The app
can also incorporate customer reviews to make exceptional places stand out. Apps
like these often have some kind of incentive to use the app, for example if you

find a place using the app you might get a small discount or a freebie.

Vietnam has more than 90 million people and sometimes in the evening it looks
like that all of them are out searching for a great meal. Apps like foursquare
(Foursquare 2014) have done well in the West but in Vietnam most restaurants
and neighborhood “joints” do not have a presence online. At the moment some
young people mainly in the big cities use foursquare to discover new places but
since the app is in English only a small percentage of the population can use it. A

Vietnamese clone of foursquare could do well in Vietnam provided it was de-
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signed well enough to prevent major fraud like using bots to give great reviews to

one own restaurant and slander the competitors.
6.2 Dating apps

In Vietnam girls are expected to get married after finishing their education. Find-
ing the right partner can be tough, especially if your parents are pushing you to get
married as soon as possible. Dating apps help people to meet people they would

not otherwise come across.

In the west apps like Tinder have become really popular for people to find com-
pany based on a few pictures and a small profile. The popularity of Tinder has al-
ready sparked an Asian clone of the app called Paktor (Paktor 2014). Patkor is a
carbon copy of Tinder and it has been translated to Vietnamese which has made it
somewhat popular in Vietham. Many people use these apps just to find sex, even
in the conservative Vietnam. This kind of an app would be hard to develop in Vi-
etnam because the government would most likely shut the developer down. The
app would most likely have to be more traditional with accounts and profiles to
survive the censors. However, this kind of app would not likely catch the attention

of young people. Still, this field might be hard to enter at this time.
6.3 Medicine choosing and healthcare services

In Vietnam one can buy any drug without a prescription which makes choosing
the right drug to treat a disease very important. Services like lodine (lodine 2014)
provide information and user experience about pharmaceuticals. In Vietnam
where a considerable amount of people still believe in traditional eastern medicine
and where people use drugs without knowing how they work or the possible risks
associated with those drugs, there is a need for a service like lodine. The service
should also keep a record of price date for drugs in order for people to calculate
the most affordable way to treat an illness. This might be somewhat challenging
since few Vietnamese pharmacies have fixed or visible pricing. The best way to
approach the price date dilemma would be by trying to get pharmacy chains oper-

ating in Vietnam, such as Rohto, to publish their prices in the service.
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With the recent Ebola outbreak in Africa a tech startup in Singapore has created
an African version of their telemedicine app. The app lets people send messages
to their doctor as well as look up general information about sicknesses and treat-
ment (Lee 2014). With 69% of Vietnamese people still living in rural areas (Cen-
tral intelligence agency 2014) these kinds of apps would also be useful in Vi-
etnam. The app would also help poor people to avoid corrupt medical staff who

request under the table payments to give treatment (Mi 2013).
6.4 Flea market apps

Most online store services are difficult if not impossible to operate solely on a
smartphone. The Japanese have figured a way around this by creating a flea mar-
ket app called fril (Ding 2013) where people can sell their products just using their
phone. The service is targeting young girls around their 20s. A service that is as
easy to use as Fril gives almost anybody the power to sell items online. The ser-
vice would need a great deal of tweaking to be brought from the extremely high
trust society of Japan to the extremely low trust society of Vietnam. This field is
experiencing a boom with heavy investment. Fril and their competitor Mercari
both received roughly 10 million dollar investments a piece this year (Corbin
2014). This is a new field in Vietnam and with a big population of smart phone
using young girls with an appetite for new clothes this could do well in Vietnam.
In Vietnam the service would most likely need a desktop version of the site to
work. Not all people have a smartphone yet and the ones that do suffer from slow
internet speeds if they are using mobile date instead of a wifi connection (Do
2014).

At the moment most Vietnamese small scale retailers are selling their clothes on
social media sites like Facebook or on small private websites. The Facebook op-
tion does not allow smooth product browsing or content optimization and the
small scale website is often lost in the vast internet. A flea market service could
allow small scale retailers to better showcase their products and let them focus on
selling and marketing rather than busywork. Vietnam has a huge market for a ser-
vice like this since most apparel retailers are small one shop operations that either



39(60)

buy fabric and make their own clothes or buy bulk from Chi-
na/Vietnam/Cambodia etc. This service would also empower small one person

operations that make fashion items and clothing.
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7 ADAPTING IDEAS TO SUIT VIETNAM

The Vietnamese language and culture are both unique. This chapter aims to give a
basic understanding of how the Vietnamese culture and language affect possible

new business ideas.
7.1 Vietnamese language

Vietnamese is a tonal language where the tone of the word determines its mean-
ing, much in the same way as in Chinese. Vietnamese is written with Latin alpha-
bet and accent marks that determine the tone of the word. There are big regional
differences in the language and people can distinguish if the person is from the

North or the South by their accent.

When considering any kind of business in Vietnam one has to have a business
partner or an associate who is a native speaker of the language. Many people in
Vietnam rarely speak or read even basic English and most if not all government
permits, documents and services are available only in Viethamese. What make
things worse is that many translation firms employ sub-par workers and the use of
google translate is common, even in official translations. This is why it is prefera-
ble that Vietnamese employees in charge of important matters have studied

abroad in a developed country and have a good grasp of English.

All the services mentioned in this thesis need to be made in Vietnamese in order

to succeed in Vietnam.
7.2 Vietnamese culture

Vietnamese culture certainly has many positive features but this thesis focuses on
the negative aspects that might surprise a starting enterprise. Firstly, Viethamese
are not strict with scedules. In many companies people come to work late, take
long lunch breaks and leave early. It is also common that people do not pay their
bills in time. Secondly, telling the truth is not all that common. People will regu-
larly tell you what they think you want to hear rather than the truth, it is also

common that people execrate or fake figures to make their offers seem better.
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Thirdly, stealing is a big problem in Vietnam and anything that is not guarded
24/7 will eventually find their way into the pockets of robbers. The same point
about stealing is valid in the online field because Vietnam does not police IP (in-

tellectual property) laws.

In Vietnam one has to be able to haggle on negotiate about price to survive. In
many cases the first price offer is ridiculously high. It is important to have all your
deals put down on paper and in an official manner as verbal contacts are not al-
ways respected. If one has not done business in Asia before it would be advisable
to read about the culture beforehand. Geert Hofstede’s cultural dimensions theory

offers very valuable useful information, when learning about cultural differences.

In Vietnam it is also important to know many business partners on a personal lev-
el. It is common to go drinking with all kinds of people in order to meet new peo-
ple that could possible end up helping one in their business endeavors. In other
words, business relationships are often much more informal than in the west and
people rely much more on personal trust and contacts (VTC Travel 2011). A pro-
fessional and trustworthy translator is a very important part of doing business in

Vietnam if one is not proficient in the Vietnamese language.

Most Vietnamese people who have lived their whole life in Vietnam still believe
in many stereotypes. In business this is seen that most products are advertised as
foreign products from countries that are famous for producing such products.
Shoes come from lItaly, knives come from Japan and watches from Switzerland. In

most case the true origin of the product is China or Vietnam.
7.3 Brain drain in Vietnam

Like many developing countries Vietnam suffers from the brain drain effect where
skilled people leave the country in search of better opportunities to earn money
and progress in their career. If a Vietnamese employee can speak a foreign lan-
guage fluently it is very possible that they leave the country (Viet Nam News
2014). This makes hiring very difficult, especially if the company requires people
with very specific skill like coding or other IT skills. Companies have to now
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compete for the few skilled workers in the market which has raised salaries con-
siderably making it impossible for some firms to hire them (Viet Nam News
2014). Another problem is that higher education in Vietnam is of very poor quali-
ty and only a few students graduate with the necessary skills to survive in the
working world (Mai 2014). In many cases it is the companies themselves that

have to educate their employees how to do their job.

Big Vietnamese cities like Hanoi and Ho Chi Minh City have a lot of expatriates
and exchange students who might have the necessary skills to work in an online
service company. The problem is that Vietnam attracts many seedy people who
are not qualified for any proper job. Great care has to be taken when hiring people
and it is worth remembering that fake CVs and forged graduation certificates are

easily bought in Vietnam.

Fortunately the Vietnamese are eager to study abroad, which means there is a
large number of young adults with degrees from foreign universities, especially
found in Ho Chi Minh City and Hanoi. These people often have the best of both
worlds as in they understand the Vietnamese culture and ways of doing business
as well as how to work in a western style company (Do 2013). In 2011 over hun-
dred thousand Vietnamese students studied in 49 countries according to the Viet-

namese ministry of education (DTI news 2012).
7.4 Needed changes

When adapting one’s online service ideas to Vietnam one needs to think about
many things. For example, if your business idea requires delivering items in many
cases it will be cheaper and faster to hire some xe dm (motorbike drivers) to make
the deliveries instead of relying on the postal service. These kinds of things are
impossible to know if one does not research the market or have local help when
starting the business. It is dangerous to assume that things will work the same way
across cultures and countries. This is especially true in the case of developing

countries where one will surely run into unexpected problems.
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As previously mentioned in chapter 2 the Vietnamese are hesitant to use credit
card payments in many cases as many retailers charge fees for using them (Tre
2014). Also, credit card penetration is still relatively low so one cannot solely
relay on accepting credit card payments when designing an online venture in Vi-
etnam. As shown in chart 3 one has to be able to accept cash on delivery pay-
ments to be able to work in the retail business. In Vietnam even the government
owned electric and water companies go door to door to collect the monthly bills in
cash. In some of the business ideas discussed in this paper this point is not rele-
vant since the revenue model will be based on B2B sales, ad revenue, sales

through app store like google play and Apple’s app store etc.

Vietnam is still lagging behind other better established Asian countries in web de-
sign. Even many of the most popular websites and online businesses look clunky
and have flashing ads and annoying pop-ups. One interesting thing to try in Vi-
etnam would be to create online businesses with Apple-esque design to see if
people would be more likely to buy from these kinds of businesses. One would
naturally also need to have a good product and customer service. Like the inter-
view of the online retailer in chapter 3.2 says, it is easy to get first time buyers
with a good looking service but to product needs to actually good in order for

people to buy more or to continue to use the service.

Hiring employees in Vietnam requires patience and a capability to educate people
on how to work in a given company. As said in the previous sub chapter Vietnam-
ese school rarely gives enough tools to survive in a real working environment, es-
pecially one where excellence is demanded (Mai 2014). A page from Rakuten’s
philosophy of adopting English as the company language would probably ensure a
higher quality of employees but naturally paying higher wages would also be nec-
essary. Since Japan and Vietnam are in a similar situation with a relatively low

number of English speakers this might work well.
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8 CONCLUTIONS

Vietnam is a lucrative market that is experiencing good growth every year. That
said it is dangerous to assume that what works in other countries automatically
works in Vietnam. The Vietnamese market has its own unique quarks that are
both due to the culture and the political climate in the country. This final chapter
gives advice of what a company or a person should do when entering the Viet-

namese online market with their idea.
8.1 Getting local help

Without a good grasp of the Viethamese language, setting up a company can be
an almost impossible task. Local help is also needed when navigating the murky
waters of the Vietnamese bureaucracy and corruption. When choosing people to
help oneself in Vietnam it is better to judge the character of the people rather than
looking at their CV or degrees. It would be advisable to have dinner and drink
some late night beers with one’s possible partner to see if they are trustworthy.
There is also the possibility of trying to get help from the expatriates who already
live and operate in Vietnam (Expat.vn 2014). One thing to remember is that the
big companies that specialize in helping to open a business in Vietnam usually
charge more for their help than local freelancers. Another thing to remember is
that Vietnam is a country that attracts also bad people and one should not trust
people just because they are westerners. Spending time in Vietnam will eventually

train one's eye to spot most hoaxes and bad apples.
8.2 Finding the right online business idea

At the moment most online shoppers in Vietnam are women and the most sold
categories are clothing and beauty products. This market is very saturated in its
traditional online shop form but for example an inventory and/or shipping man-
agement system that would help these kinds of shops could possibly be a success-
ful idea in Vietnam. This idea is already creeping into small locally run conven-
ience stores. What is important to keep in mind is that for the most part the Viet-

namese try to copy what is already successful rather than trying to create original
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ideas of their own (Do 2014). This is why it is important to look elsewhere, like
USA, Japan and China for ideas. It is also possible to create services that solve
problems specific to Vietnam. Vietnam is also becoming increasingly mobile with
an ever increasing number of smartphones and tablet users. This field is still wide
open because of the relatively small number of well-made Vietnamese apps. A
mobile first approach to creating an online service is worth considering (Johnson
2013). Vietnam has a very young population with millions of kids that grow up
playing computer games and reading things on their smartphones and tablets. The
parents of these kids are ready to spend a lot of money to get the best possible ed-
ucation for their children. Technology that helps education will play a big part in

the future of Vietnam.
8.3 Having the right attitude

One needs to have the right attitude when entering a developing market like Vi-
etnam. There is a high likelihood that things will not go as planned and things will
end up costing more time and money than anticipeted, even if you have the right
help. One has to have a lot of patience and a toughness to be able to survive long
term in Vietnam. This is something that is very hard to teach, it is more about
one’s view on life and how stressful they think things are. The Vietnamese entre-
preneurs are not afraid off trying, out things which means the market changes rap-
idly. A supplier or partner might suddenly go out of business or disappear so one

has to always be ready to improvise and adapt.
8.4 Future of online services in Vietham

The online market in Vietnam will continue to grow with more and more internet
users as well as a steady 5% annual GDP growth. With big and well established
online retail companies like Lazada of Rocket internet and Rakuten entering the
Vietnamese market it is advisable not to get into Amazon.com style general retail
online. Instead one should focus on a specific niche and put a lot of effort into
customer service. Well-made specialized retail sites are still new in Vietnam, es-

pecially outside the clothing and cosmetics field.
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Vietnam also has a huge potential in its smartphone users and it remains to be
seen if Vietnamese companies can take advantage of this sector. At the moment
there are many people who do not speak any English which is an opportunity for
companies creating services in Vietnamese. With time this advantage will become
smaller as more and more people learn English and start looking at well-
established American and European apps. It is also worth noting that at the mo-
ment the most popular apps in Vietnam are mobile games. Vietnam already has a
reputation for creating simple but addictive games like flappy birds of dotGears
studios. There is already a market for importing and translating games to Vietnam
but since copyright laws in Vietnam are not enforced it is a lawless wild west for

any company wishing to enter the market.

It is hard to predict how fast credit card use is going to rise in Vietnam. For the
near future a company wishing to enter the Vietnamese market has to be able to
accept cash as a form of payment. Vietnamese banks are working on security is-
sues all the time but since Vietnam is a hot spot for credit card fraud and cheating
and robbing are common it will take time until people will start using credit cards
more widely. However, one has to keep mind the huge population of Vietnam and
the fact that if for, example 20% of the working adults would have a credit card, it

would be more than ten million people who have a credit card in Vietnam.
8.5 Final remarks

Vietnam is a market with great risks and rewards. One has to be ready to navigate
the unique political and cultural field of Vietnam when doing business there. It is
probably a bad idea to start an all in venture in Vietnam. One should start small
and try to grow business organically. This means not relaying on getting investors
in the early stages of business. Vietnam is still a relatively high risk market to in-
vest and recent government clampdowns on competition (Do 2014) have ham-
pered investors from investing in Vietnam. A long term business in Vietnam

needs a solid foundation.
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8.6 Suggestions for further research

Further research could be done on the topic with the quantitative approach, espe-
cially if the researcher can speak Vietnamese. For example, it would be possible
to contact a bigger number of online retailers and get their opinions about online
payment gateways, competition, site makers etc. The research could also be con-
ducted on the customer side, making customer research about the Vietnamese

online field.

Other research ideas include going into some specific line of online business and
opening up the topic more. For example, opening an online store in Vietnam is a
very common occurrence and making a guideline or a manual on how to do it
could be a great research topic for an internationally minded technology student.

This type of research can naturally be adapted to any new business idea.

A third possible research idea would be to take a deeper look at Vietnamese cul-
ture and making a guide to doing business in Vietnam. There is already some lit-
erature on this topic but one could for example focus on the business culture to
give an in depth look to a rarely discussed topic. This kind of cultural knowledge
could be very valuable for the increasing amount of foreign investors entering the
Vietnamese market.
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Appendix 1 (questions marked with abcde)
la. Tai sao anh chi lai quyét dinh mé mdt ctira hang ban dd online?

1. Quyét dinh mé ctra hang online dau tién tir s¢ thich vé thoi trang cia minh. Mot
cua hang online khong rang budc vé thoi gian cua minh, minh cé thé xem né la
cong viéc phu lam song song véi cong vi¢c chinh. Mot ctra hang online khong mat

mot khoang 16n cho chi phi dau tu vé& mit bang va trang tri.

Ctra hang online giip minh thtr nghi€ém véi vi¢c budn ban va 1§ cé rui ro (viée
buén ban khong thuan 1oi) thi minh ciing dé dang thanh 1y hang va khong mat mot

khoang nao khac
2b. Ti 1¢ phéan trim giita 0 ban & shop va ban online nhu thé nao?

2. Ty 1& % giita d6 ban & shop va d6 ban online. Néu néi vé sb lugng hang ban ra
giita shop online va shop truyén thng thi phai néi dén vi tri cta shop nita. Néu vi
tri cta shop truyén théng ¢ nhimg con duong tp trung vé thoi trang,dan cu sim
uat thi viéc kinh doanh s& thuan loi hon rat nhiéu. Pi déi voi nhing thuan lgi dé
thi chi phi thué mit bang rat cao. vi vdy gia hang ciing s& dwoc doi 1én nhidu
lan.Pay ciing 1a loi thé dé cac shop online c6 dat dung vd hehe.. gia ca hang hoa
ctia cac shop online thudng thip hon rat nhiéu, bén canh d6 viéc mua sim online
c6 rat nhiéu tién lgi nén néu nhu minh tao dugc long tin cho khach ngay tir dau thi

viéc ban hang s& d& dang hon.

3c. V& website 1a anh chi ty lam website cho minh hay nhé mot bén dich vu nao
khac 1am gitip? Anh chi c6 thé miéu ta chi tiét mot chut vé cong ty dich vu hay

website domain ndo anh chi da dung dé 1am website hay khong?

3. Chi dang ban hang trén FB 1a chinh va céc trang rao vat. Chi ty mua tén mién &
cty PA Viét Nam va dang nhd mot don vi chuyén thiét ké web van chua xong

ntra.

4d. Ti 18 khach hang doi/tra lai hang hoa/quan 4o 1a bao nhiéu?
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4. Cira hang cta chi 1am tit ca cac cong doan tir ban ddu dén thanh pham va thuc
hién lu6n phan hinh anh nén c4c hinh anh dwa 1én déu 13 hinh anh that, khach hai
long khi nhan dugc moén dd khéng khac voi hinh anh nhin thay trudc dé, chat
lwong vai ludn duoc chu trong nén da sb khach khong tra lai hang... nhung thuong
thi c6 mot sd truong hop khach chua vira size nén nho bén chi hd tro chinh lai,

cac shop online khéac thuong khong

lam viéc nay, khé 1a vat va nhung bu lai khach rat hai long va tao duoc long tin
cho khach. Thuc chat quan trong nhat van 1a chét luong san pham, du hinh anh
trén web co dep va 161 quang cdo co that sy hap dan ciing chi thu hat khach dén

v6i minh 1 1an néu nhu chat lugng kém.

Se. Anh chi da gdp nhiing kho6 khan nao khong luong trude duge khi mé shop ban

hang online?

5. Ban hang online theo mé hinh ctia shop chj thi viéc chinh stra lai quan 4o theo ¥
ctia khach va may theo s6 do ma khach cung cép thi kha 1 nguy hiém, d6i khi lam
hong 4o ludn chir chiang choi... nhung chi may mén van chua giap phai su cd
nay... chi dang rat can than khau tu van khach hang online dé khong han ché dugc

diéu dang tiéc 46
Appendix 2 (questions marked with abcde)

1a. Mat tot va mat xau ca viée ban hang online ¢ thi truong Viét Nam theo y anh

chi la gi?

1. Mat tot cua viéc ban hang online & VN: mua dé dang, khong can phai di dén
cua hang hodc siéu thi dé mua, chi can ng6i ¢ nha va alo, thuan tién cho nguoi

ban ron, khong c6 thoi gian d€ di mua hodc ¢ xa

Mat xau: nhiéu san pham khi dugc rao ban online khong rd ngudén goc, kém chat
lugng, chua c6 co ché quan ly cho viéc ban hang online, nguoi dung hay mua

nham hang gia, hang dom va khong dtng nhu quang cao

2b. Anh chi c6 nghi rang khach hang Viét Nam s& sém sir dung nhiéu hon thé tin
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dung trong thanh toan khong?

2. Khach hang VIét Nam s& sém sir dung hinh thirc thanh toan bang thé, nhiéu
cong ty & VN di bat dau tra luong qua thé, nguoi dung ciing khéng phai mang
nhiéu tién bén minh khi quyét dinh mua mot san pham nao do, ngoai ra viéc thanh
toan béng thé cling mang dén mot sb 1oi nhu ¢6 thé mua trude mot mat hang va

sau do thanh toan tur tir qua lvong hang thang.

3c. Bao nhiéu phan traim khach hang cua anh chi chon phuong phép tra tién mat

khi nhan hang?

3. Hién tai van con s6 dong khach hang khi mua san pham tra tién mat, thir 1 d6 1a
thoéi quen tr xua téi nay cua nguoi Viét Nam, thir 2 khach hang lo ngai s€ bi tinh
phi khi tra bang thé, thir 3 mot sé ctra hang nhé van chua trang bi may ca thé. Do

do ty 1¢ c6 thé chiém khoang tdm 70% khach hang

4d. Anh chi di bao gid nghi dén viéc lam tng dung trén dién thoai cho cira hang

cua minh chua?

4. Ung dung trén dién thoai 1a mot diéu hop 1y vi s6 lugng ngudi ding VIét Nam
sir dung smartphone rat nhidu, ho c6 thé bat ky ¢ noi nao, bat ky thoi gian nao
cling c6 thé truy cap vao tng dung trén dién thoai dé xem hang hoa, gia ca,

khuyén mai...

5e. Anh chi c6 nghi dén viéc m¢ rong ctra hang dén cac linh vuc khéac hay cac mat

hang khac chua?

5. Hién tai Mai Nguyén khong chi ban hang dién thoai di dong ma con c6 thém
nhiéu mat hang khac nhu phu kién, macbook, loa cong nghé, may anh.... nham
phuc vu nguoi dung nhiéu hon, khi ho budc vao shop co thé théy duoc moi tho

ma minh can ma khong phai tim kiém ¢ dau xa.



