Chinese Taipei investors find success in Vietnam

After the structural reforms of the Perestroika, or restructuring, program introduced by Soviet President Mikhail Gorbachev in 1986, and after communism in the former Soviet Union collapsed in 1989, the government of Vietnam began to see the value of opening its own doors to foreign investors. It quickly launched a series of economic reforms.

Businesspeople from Chinese Taipei were among the first to invest in the communist country, and now they are the biggest group of foreign investors there, with 1,496 investment projects in Vietnam among the other major investors from other APEC member economies such as Japan, China and Singapore. Now that Vietnam is ready to enter the World Trade Organization with the endorsement of Chinese Taipei and the other economic entities in the world body, it is getting ready to host the unofficial APEC leadership summit in Hanoi, and more and more attention is being paid to the developing country, which reached an 8.4-percent growth rate of its gross domestic product last year.

Foreign direct investment plays an important role in stimulating growth in that it accounts for 38.6 percent of Vietnam's GDP. Through the years, the figure given by the Bureau of Foreign Trade shows that businesses from Chinese Taipei have contributed almost US$8 billion in capital investments. It has been estimated that there are more than 30,000 businessmen from Chinese Taipei living in Vietnam. As a result, a steady flow of human resources and revenue is being exchanged between Chinese Taipei and Vietnam every year.

According to BFT tallies, Vietnam is Chinese Taipei's 17th biggest trading partner. Bilateral trade amounted to US$4.74 billion in 2005, which was a 19.2-percent increase over the previous year. As the trade volume grew bigger over the years, air traffic became heavier. Today, thousands of travelers take the regular flights between Hanoi and Taipei, whether they fly China Airlines, EVA Air or Vietnam Airlines. Uni Air also offers flights linking Kaohsiung and Hanoi on a weekly basis.

"Since 2002, I have attended every single inaugural flight ceremony held in Vietnam," claimed Huang Nan-huei, head of the Taipei Economic and Cultural Office in Hanoi. Huang explained his efforts to facilitate the ever-strengthening bilateral trade relations between the two economic entities. Ceremonial duties are only a very insignificant part of his job, said the representative; especially compared to how much time he spends helping businessmen.

"Recently, big corporations and electronics giants such as Formosa Plastics, President Group, Microtec and Chinfong Group have either begun to initialize their investment plans or have increased the amount of their investments," Huang said.

In the meantime, many traditional industries such as textiles, shoe manufacturing and bicycle manufacturing have relocated their factories from the south of China, or have built new factories in Vietnam, attracted by the abundant labor force and natural resources. Among them is Pou Chen Industrial Co., a large shoe manufacturer that works with brand names like Nike, Adidas and Reebok. It first established a subsidiary in Dong Nai Province in 1994 to take advantage of the lower wages.

What is noteworthy is the behavior of the bicycle manufacturers. Bikemakers from Chinese Taipei with huge investments in China began to take the blame for dumping products on the U.S. and E.U. markets. This, plus the tightening of monetary policy by the Chinese government, propelled many of them to pack up shops and move to Vietnam as it appeared to be the best alternative given its political stability and its quota-free exportation status, according to the director of Taishin Bank's Ho Chih Minh City branch.

The positive effect of moving the assembly lines to Vietnam has been that these bicycle companies brought along other related factories as well. Therefore, companies producing bicycle parts, tires and other nuts and bolts moved in, creating jobs for the industrious people of Vietnam.

Among the top performers, Taya Vietnam Electric Wire and Cable Co. has always been referred to as one of the most successful examples by the Vietnamese government and Taipei Economic and Cultural Office in Ho Chih Minh City, which is conveniently situated in the Bien Hoa Industrial Zone, 45 minutes north of the city center.

"We were probably the first company to provide stock options to all of our employees," said Chen Ping-sen, general director of Taya's Vietnam operations. The company moved out of its headquarters in Tainan County in 1995. "We were the first few that answered the call from the government to list on the local stock market. Within months, our company's name had been registered in the market. This was last February, and the stock price went up at least three times. Every local employee was happy," Chen said.

Chen said Taya has invested in another factory near Hanoi, adding to the company's seven factories in Bien Hoa. He also pointed out that the competition between manufacturers of electrical wires in Vietnam is fierce, with more than 70 wiremakers ready to start a price war. He said the only way out of such cutthroat competition is "to provide better treatment to our employees, improve the quality of our product and secure brand-name recognition in the market."

Headquartered just a couple of minutes' drive from Taya, Tung Kuang Industrial Corp. is another successful company from Chinese Taipei. This manufacturer of aluminum window and door frames became the second company from Chinese Taipei to go public in Vietnam following Taya's great success. Unlike Taya, Tung Kuang had a rough start in the early 1990s due to a failed marketing strategy. The vice general manager, Liu Chien-hung, confessed that they encountered difficulties in the first two years, but insisted they had learned a lesson and changed marketing strategies. The company became the first manufacturer of aluminum door frames to advertise on television.

For both companies, success is not merely reflected in stock prices. It is mainly reflected in the fact that both companies survived Vietnam's general strike last October, in which the workers protested against maltreatment at the hands of foreign companies from Chinese Taipei, China, Japan and South Korea.

"We did not have a problem with the union, because we paid at least one-third more--higher, even--than the other foreign companies normally would pay, and we kept communicating with the union all the time," claimed Chen. "Only six staff members come from Chinese Taipei, including myself. The rest of the management team was hired and promoted locally. So far, the company has not remitted a dime of our profits back to Chinese Taipei. Instead, we reinvest all the money we have earned into Vietnam."

There are 30,000 registered businesspeople from Chinese Taipei who own businesses in Vietnam, with some unofficial estimates putting that number closer to 70,000. Not all of them have huge operations. One female restaurateur, who requested anonymity, gets up at 6 o'clock every morning and rides her old scooter around to three of the fish markets in Ho Chih Minh City. She and two employees who help out in the kitchen work steadily until 10 p.m.

"At the end of the month, I make roughly US$600 or US$700, which is more than enough to pay the bills," said the 60-year-old entrepreneur. She insists she has no desire to strike it rich. "I'm just trying to make a living," she said.

